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•  Ever since the Industrial Revolution, the North West economy 
has been a manufacturing powerhouse. Lancashire’s good 
ports, ample supply of coal and long traditional in textiles 
allowed it to become the world’s premiere industrial hub for 
cotton – in 1850 it accounted for 46% of the world’s entire 
supply of spindles. 1 Even today, manufacturing is the single 
largest sector in the North West, making up around 16% of its 
economy in 2011. 2

 
•  The North West is home to Britain’s largest manufacturing 

sector. There are roughly 50,000 more workers employed in 
manufacturing in the North West than the South East 3 - with 
jobs roughly evenly distributed right across the country. The 
region has many specialities: aerospace companies such 
as BAE and Rolls Royce; car companies like Bentley, Jaguar 
or Leyland; glass manufacturers like Pilkington; or food and 
drink brands like Kellogg’s, Typhoo and Heinz. The region is 
responsible for a third of the national employment in ship 
building, a quarter of employment in chemicals, 40% in 
pharmaceuticals, 36% in textiles, and almost 99% of nuclear 
fuel processing. 4

•  The Lancashire Local Enterprise Partnership (LEP) has 
announced that at the core of its strategy is creating “a 
national centre of excellence in advanced manufacturing.” 
The county is already home to the world’s fourth largest 
aerospace cluster, and significant specialities in cars and 
energy. The LEP identifies future opportunities building on 

local capacities in digital health, drones and renewable energy. 
BAE is anchoring two new enterprise zones at Warton and 
Salmesbury, offering business rate relief and a streamlined 
planning process. Lancaster University is widely recognised as 
one of the top 10 research universities in the UK, and is working 
to develop a Health Innovation Park and Centre for Quantum 
Technology. UCLan is building an Engineering Innovation 
centre, while Lancashire is the only LEP in the country in which 
all FE colleges or training providers are recognised as good 
or outstanding. 5  The recent Growth Deal included £6.2m in 
funding to further develop Energy Skills HQ at Blackpool and 
The Fylde College.

The North West remains a leading centre of British manufacturing. The development of shale 
gas could lead to cheaper, more reliable energy and a new £33 bn supply chain to provide for. 
In the US, shale has led to widespread onshoring, especially within energy intensive industries 
such as steel or chemicals. It is expected to create an extra million American manufacturing 
jobs by 2025. 

In the UK, shale could increase energy security, and provide assured supply in the gap before 
a new generation of nuclear and cost effective storage of renewable energy can come online. 
Building on its traditional expertise, Lancashire could become a European hub for shale, and 
building on the skills created for the new supply chain develop new export markets. 

However, this is far from inevitable. Much of the supply chain could alternatively be imported 
from elsewhere. To achieve the maximum local benefits, the region needs to start preparing 
now to ensure it has the right supply of skills and infrastructure.

02. The Exploring Shale Series What does shale extraction mean for manufacturing in the North West?

1. The Location of the British Cotton Textiles Industry in 1838 : a Quantitative 

Analysis, Nicholas Crafts and Nikolaus Wolf, January 2012

2. NUTS1 GVA by industry groups at current basic prices (Production method) 

Table 1.2, ONS, December 2013 

3. Manufacturing and nuclear in the North West, New Economy, Autumn 2013

4. Advanced manufacturing and nuclear in the North West, New Economy, 

5. Lancashire Strategic Economic Plan, Lancashire Economic Partnership, 

March 2014

 Manufacturing is the single largest 
sector in the NW making up around 16% 

of its economy in 2011.



•  Despite this potential, manufacturing could continue to 
shrink as a proportion of the economy. In line with trends 
across the UK and much of the Western world, the sector has 
been declining as a share of the North West’s economy and 
employment in recent decades. In 1999, manufacturing made 
up close to a quarter of the regional economy, but since then 
it has shrunk only about 10% in real terms. 6  Over the last 
eighteen years, the number of manufacturing jobs has roughly 
halved from 559,000 or 18% of the workforce in March 1996 
to 321,000 or 9% on the latest data. 7  If nothing significant 
changes, this trend is likely to continue – the latest UKCES 
projections forecast a fall in manufacturing employment by 
around 1% a year across Britain between 2012 and 2022. 8 

•  In the US, PWC estimates that shale gas will create an 
additional one million jobs by 2025. 9  Shale has had three 
significant effects on the American manufacturing sector: 
it has cut the cost of energy, increased the supply of cheap 
feedstock and created wider demand for manufacturing goods 
through its supply chain. Since 2008 American gas prices have 
fallen 70% from a high of $13.31 per million Btu in 2008 to 
under $4 now. 10  Shale is leading to higher competitiveness 
and onshoring in energy intensive industries such as steel, 
chemicals and paper. Industrial giants from Dow Chemical 
to US Steel are investing in new capacity, with the American 
Chemical Council reporting $71.3 bn in announced new industry 
investments for 2020. 11  Cheaper feedstocks have converted 
a trade deficit in chemicals from $9.4 bn in 2005 to a $3.4 bn 
surplus in 2013 – or $41.3 bn if you exclude pharmaceuticals. 
12  Ethane, an important input in plastics, fell in price by 55% 
between 2008 and 2012. 13  In total, IHS estimates that by 2025 
shale will increase manufacturing production by 3.9% and 
create an additional cumulative investment of $129 bn in new 
chemical, plastics and derivative manufacturing. 14

 
•  Extraction of Lancashire shale gas will increase energy 

security and reduce the chance of blackouts.  The UK is 
expected to lose around a quarter of its energy capacity in 
the current decade as old coal and nuclear plants go offline. 
15  Unfortunately, replacement supply is not being built fast 
enough, with Ofgem estimating that the margin of supply over 
demand could fall to 2%. 16  While households are unlikely 
to be directly hit by blackouts, there is a real risk that the 

National Grid may have to start paying factories to switch off 
in peak evening hours. While in the long run, a new generation 
of nuclear power stations and storage for renewable energy 
sources could provide adequate supply, this is a long way 
off – even if construction timetables don’t slip, the recently 
agreed Hinkley Point C is not expected to start generating until 
2023. Shale could provide an ample, low cost and relatively 
low carbon energy supply to fill the gap and provide assured 
supply for industrial firms. In 2012 consulting firm Pöyry 
estimated that development of Lancashire shale could supply 
21% of Great Britain’s gas by 2030, reducing the dependency on 
imports to 58%. In contrast, without shale, Britain is expected 
to import 79% of its gas. 

 
•  Energy facilities can act as the hub for regional and sector 

economies, supporting a supply chain many times their 
direct value or workforce. The Grangemouth petrochemical 
refinery, for example, only directly employs around 800 
workers, but it’s owner Ineos estimates it creates jobs for 
a further 2,000 contractors and 8,000 other workers in the 
wider supply chain. 18  

“In 2012 consulting firm Pöyry estimated 
that development of Lancashire shale could 
supply 21% of the UKs gas by 2030, reducing 

the dependency on imports to 58%”
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•  Development of UK shale could drive a £33 bn supply chain, 
supporting 64,500 jobs at peak. 19  The oil and gas industry 
is already Britain’s largest industrial investor, investing a 
forecast £14 bn in 2013 and supporting around a £30 bn supply 
chain. 20  Ernst & Young estimate that site development of 
shale in Britain could require 6,100 jobs directly, and ten 
times this number when the wider supply chain is included. 
Manufacturing companies will be needed to build £17 bn of 
equipment such as pumps and blenders; provide raw materials 
such as steel, concrete or drilling fluids; construct £1.6 bn of 
new rigs; or provide tracks, storage and pipes for a £4.1 bn 
waste, storage and transport requirement. 21

•  However, it will also increase pressure on a limited supply 
of skilled workers. For manufacturing workers, this is likely 
to be an unalloyed boon, increasing wages and giving more 
career choice. Wages on shale sites are expected to range up 
to six times the national average, from £36,000 to £130,000. 22   
However, if the supply of skills doesn’t increase – or a limited 
housing supply stops other workers from moving in – we could 
see shortages that would hurt other manufacturing companies. 

•  There is a potential wage inflation risk to employers if this 
skills gap is not addressed. We need to start planning now to 
bridge this future skills gap. The challenge for highly-skilled 
industries is two-fold. First, in the short-term there is a 
shortage of engineering graduates needed to meet increased 
demand from manufacturers. Second, in the medium to 
long-term there is a skills crunch risk resulting from the 
UK’s aging engineering workforce. According to Randstad 
CPE, the specialist recruitment consultants, the UK already 
faces a shortfall of 66,800 construction workers and 36,800 
qualified engineers by 2050 due to skills shortages and an 
ageing workforce. 23  A national energy college building on the 
facilities already at Blackpool and Fylde College could provide 
a means of ensuring skilled workers are trained locally for the 
opportunities that may arise.

•  The biggest opportunities will come if Lancashire can 
establish itself as a European hub for shale, and leverage the 
skills developed to gain new export markets. Together with 
Poland, the UK is widely recognised as being at the forefront 
of the industry’s development in Europe. By building an early 
lead and utilising its existing manufacturing expertise and 
infrastructure, Lancashire could become the centre of the 
European shale industry and supply chain. Aberdeen, for 
example, has seen significant benefits through becoming 
a base for international companies such as Halliburton, 
Schlumberger and Weatherford. Equally, developing the 
technology to meet the challenges of extracting from the North 

Sea has given the region an expertise that can be exported 
globally. The UK currently possesses 45% of the global market 
for subsea engineering, 24  while Aberdeen companies such as 
the Wood Group have expanded to provide gas and oil support 
services worldwide.

•  Further research is needed to ensure North West 
manufacturing and the economy in general can best take 
advantage of shale. While drilling may well take place locally 
and bring with it a significant amount of employment and 
expenditure, much of the rest of the supply chain could easily 
go elsewhere. What steps can Lancashire take to attract key 
companies who will be involved in servicing the industry? What 
skills will be needed both by shale’s supply chain and other 
manufacturing industries, and how can local universities and 
colleges best provide these? How would the development 
of shale affect the current strategic focus on advanced 
manufacturing, and how could the new industry build off 
the North West’s already existing expertise in energy?  What 
additional housing, office and industrial land would need to be 
freed up to meet additional demand?

•  The North West Energy Task Force was created to 
understand how the responsible extraction of natural 
gas from Lancashire’s shale could be used to create jobs, 
generate economic growth and boost local revenues. 
While we are financially supported by Centrica Energy and 
Cuadrilla Resources, our activities and views are completely 
independent. If you interested in learning more, please register 
at www.nwenergy.org.uk. 
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The biggest opportunities will come 
if Lancashire can establish itself as a 

European hub for shale.


