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All worthwhile plans and projects
need to be based on sound evidence. So,
to underpin our future initiatives to strengthen
the UK’s design industry we’ve undertaken
this first comprehensive survey of the sector.

What’s emerged is the clearest
picture yet of its strengths, its potential and
its key challenges.

Why have we done it? First, we
wanted hard data on the industry’s scale,
scope and economic significance. Together
with our project partners the Design Business
Association, we wanted to replace the
anecdotal evidence everyone has largely
relied on until now.

But we also wanted to dig deeper
and provide a reliable guide to the issues
the design business faces. That’s why
we’ve investigated skills and recruitment
and probed areas like long-term business
planning and the promotion of design.

In short, we want this research to
act as a spur for debate and action.

So what have we found? We've
discovered that 185,500 designers are
generating £11.6billion in annual turnover.

And we’ve encountered widespread optimism
that revenues are set to grow.

We’ve confirmed that the industry
mainly comprises small, young businesses
employing a handful of designers. But we've
uncovered that lack of long-term perspective
is areal issue.

There’s insight, too, into how the
nation’s designers do business. We all know
free pitching is a thorny issue (just under a
third of consultancies and freelances say
it’s a fact of life). But did you know that a fifth
of consultancies and most freelances haven’t
pitched at all in the last year?

Education, training and skills are
crucial to design’s long-term viability, so
we’ve looked hard at these areas. Employers
are almost entirely satisfied with their
graduate recruits, but nearly all urge stronger
links between education and industry to
raise standards.

So where do we go from here?
For the Design Council, the research goes
on. We’ll be focusing on these issues in
even more detail in the future.

Most importantly, we want to
work with partners across the industry and
in education to help the design profession
evolve as a key contributor to the UK’s
prosperity and quality of life.

David Kester
3 Chief Executive, Design Council



Methodology

The data in The Business of Design is drawn from

the Design Council’s 2005 Design Industry Research,
commissioned with the DBA, unless otherwise referenced.
The survey is based on 2,433 telephone interviews with
designers from design consultancies and in-house teams
as well as freelances. This data has been weighted to reflect
the distribution of design activity across the English regions
and the nations of the UK. This means that the published
data is statistically representative of the result that would
have been achieved from a census of all design businesses
in the UK (excluding in-house teams in companies with
fewer than 100 employees). The research work was
conducted by Stratagia Limited, Synchronicity Consultants
Limited and QA Research.

The methodology is described in more detail on page 105.

The research uses these definitions:
Design business

Design consultancies and freelances, and in-house
design teams in non-design businesses with 100 or
more employees

Freelance

Freelances and all other design partnerships
and businesses that do not employ staff other than
the principals

Large business

Employing 250 people or more

Medium business

Employing 50 people or more but fewer than 250

Small business

Employing fewer than 50 people

SME

Small and medium-sized enterprise employing fewer
than 250 people

Turnover

The most recent full financial year’s turnover of
consultancies and freelances and the budget for in-house
teams. Financial years differ, but we have assumed that
the data collected broadly applies to the year 2004-05
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= How many designers are there in the UK?
185,500 people work in design

Every year the government conducts a survey of 172,000
households in order to provide information on the UK labour
market.The Labour Force Survey of 2003-04 records that
there are 134,000 designers working in the UK. In addition
there are a further 51,500 design directors and managers
who are not included in these figures.This means that total
design employment is 185,500.

< Who works in design?
62% of designers are under 40
61% of designers are men
6% of designers are from minority ethnic groups

So who are these people? The Labour Force Survey
2003-04, which does not include design directors and
managers, paints a picture of a relatively young,
male-dominated workforce: 30% of designers are in their
20s and 32% are aged between 30 and 39.The majority of
designers (61%) are men. This figure is even higher among
freelances, where 79% are men. Of all designers, only 6%
are from minority ethnic groups.

There are, however, signs that these demographics are
changing. Of the designers employed in new companies
(operating for less than three years), 9% are from minority
ethnic groups, while women make up more than a quarter
(27 %) of freelances who have been in business for less
than three years.

Nearly a third (30%) of designers have been working in the
industry for less than 10 years, and 19% have been involved
for more than 30 years.

2 How many design businesses are there in the UK?
There are 47,400 freelance and self-employed
designers in the UK

10

The design sector in the UK is made up of:

12,450 design consultancies employing 60,900 designers
and 348,300 non-designers

47,400 self-employed, freelance and non-employing
designers

77,100 in-house designers in 5,900 businesses with
100 or more employees

Where are design businesses?

14

31% of design businesses are based in London
—that’s 20,436 businesses

11

Whether it’s a web designer on the Isle of Mull or an interior
design firm on the Isle of Wight, there are designers and
design companies in all regions of the UK. However, almost
half (47 %) of them are based in London and South East
England. Almost a quarter (24%) of design consultancies
and just over a third (35%) of freelance designers are based
in the capital, while about one in six design consultancies
(18%) and freelance designers (16%) are located in the
South East. Chart1

In-house design teams are more evenly spread across
the UK, but again the largest proportions of these are to
be found in London and the South East. The North West,
however, is holding its own: 12% of the UK’s in-house
design teams are located there.

Four out of ten (40%) larger design consultancies, that
is those with more than 250 employees, are based in
London, with a further 27% in the South East. Scotland
is home to 11% of larger consultancies.

Nearly two thirds (65%) of the in-house designers—in
businesses with more than 100 employees—are in the
private sector. Almost all of the rest (30%) are in the public
sector; only small numbers work in the charity, voluntary

or community sector. This division of in-house teams is
relatively constant across the regions, although London
has a disproportionately large share of these design teams.



Chart 1

Number of design businesses in the UK

Scotland
3,742 businesses
6%

North East
1,042 businesses
%

Northern Ireland
743 businesses
1%

North West
3,393 businesses
5%

Yorkshire & The Humber
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4,358 businesses
7%
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Chart 2
Company size by discipline

Discipline

Digital & multimedia
Interior & exhibition
Communications

Product & industrial

Employees
0-4

5-9
10-49
50-249

250-999

1000+
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Creative Manager, Samsung Design Europe

Clive Goodwin

14

How big are design businesses?
59% of design consultancies employ fewer than five people

1.5

Large design consultancies are relatively rare and the design
industry is overwhelmingly characterised by very small
businesses: 59% of design consultancies employ fewer than
five people and a further 23% employ five to ten people.

This is true of every design discipline, but it is particularly
the case in interior and exhibition design and in digital and
multimedia design. Nine out of ten (91%) of all design
consultancies in these disciplines have fewer than five
employees. On the other hand, businesses that offer product
and industrial design services or communications services
tend to be among those with more than 250 employees

(7% and 6% respectively). Chart2

In-house teams tend to be larger than consultancies: half of
in-house teams comprise five or more designers, while only
a quarter (24%) of consultancies do so.

Which disciplines do these design businesses cover?

1.6

More than half of all UK design businesses work in
communications, digital and multimedia design

15

The UK design industry includes a wide range of disciplines.
Designers are creating everything from consumer
electronics to corporate identities, interiors to interactive
interfaces and fabrics to Formula 1 cars. In this survey we
have grouped these as:

Communications design
Product and industrial design
Interior and exhibition design
Fashion and textiles design
Digital and multimedia design
Service design

You can find a more detailed definition of these disciplines
in the Appendix.

Many consultancies and freelances work across more than
one discipline. For example, 50% of all businesses working
in communications also work in digital and multimedia
design.In-house teams dominate product and industrial
design_ChartS

In other areas, design businesses generally work in just one
discipline. For example, 57% of product and industrial
designers only work in that discipline. Chart4



Chart 3

Design businesses by discipline

Discipline

Communications

Digital & multimedia

Interior & exhibition

Product & industrial

Fashion & textiles

Service design
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Business type

Design consultancies -

Freelance

In-house teams

| °
‘

Total 38,366 businesses

6

|

Total 29,177 businesses

3

Total 15,044 businesses

Total 14,841 businesses

Total 5,884 businesses

n'

Total 2,267 businesses

Chart 4
Proportion of businesses working solely in one discipline

Discipline

Product & industrial
Communications
Fashion & textiles

Digital & multimedia

Interior & exhibition

Service design
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Which disciplines do these design businesses cover?
Continued

The number of design businesses working in each discipline
varies regionally. The concentration of design in London

and the South East is reflected in their predominance in
every discipline. Within this general picture the South West
and West Midlands have a relatively high share of product
and industrial design businesses (12% each) while interior
and exhibition design is similarly strongly represented in the
South West (14%) and the East Midlands (13%). Chart5

= How long have UK design businesses been

established?

One third of freelance designers and more than a quarter
of design consultancies have been in business for less
than three years

18

As well as being characterised by very small businesses,
the design sector in the UK is predominantly made up of
very young businesses.

This is particularly true in digital and multimedia design,
where 45% of businesses were set up in the last three years.

There are regional variations among young businesses

too. The concentration of design activity in London and

the South East means there are, by definition, many more
new companies there than in other regions. But
proportionately there are fewer start-ups in London and the
South East than in any other region apart from the South
West. Nearly half (45%) of design businesses in East
England, 43% in the East Midlands and 42% in Scotland
were established in the last three years. Chart6

19

Managing Director, EImwood

Jayne Barrett



Chart 5a
Spread of design businesses working in
communications design

Scotland
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Chart 5b
Spread of design businesses working in
product & industrial design
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Chart 5¢ Chart 5d
Spread of design businesses working in Spread of design businesses working in
interior & exhibition design digital & multimedia design
Scotland Scotland
5% 7%
North East North East
2% 1%
Northern Ireland Northern Ireland
2% 1%
North West North West
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South West South West
14% 9%
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Chart 6
Design businesses operating for three years or less

Scotland
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Managing Director, Din Associates Ltd
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South West
1,241
20%
24




ion

ions,
-term

t

industry

future expectat

Supply and demand This sec
focuses on finances and strategy

turnover, fee structure,
demand and, last but not least, long

business planning.

2

¢sabepoys s||s 410 swajqoid Juawyinioal 9.y Alpsnpul ubisap ay} seoq
£SlIDys jo Juawdojanap ay} Japuly 3sod saoq

¢SIIDys 419y dojonap siaubisep op MOH

¢Buluresy pajejai-qol Bupiespun siaubisap aiy

¢dojanap 0} si1aubisap 418y} 91| sassauisng ubisap pjnom
¢uoneonpa ubisep ul Juepodwi S||S ssauisNg a1y

¢Siuawaoe|d aouauadxa 3iom apinoid 01 Buljim sassauisng ubisap aiy
¢uoijeonpa ubisap ul paAjoAul Ajjuauind siaubisap aJe yonw MmoH
¢panoidwi aq uolreonpa ubisep ued MoH

¢SHn1oal ayenpelb Jo Ayfenb ayl yum pausnes siakojdwe aiy
¢sarenpesb Buninioas Ansnpui ubisap ayy s|

¢9Aey siaubisap op suonesyiienb ey

¢Jeah 1sed ay) ul pajjiy usaq aney sqol ubisep Auew moH

¢ 19y} aJe sjpuapnis ubisep Auew moH

¢ ubBisap Jo anjeA ay} a1esiunwiwod Aisnpul ubiseap ay} S9op ||oM MOH
¢uBisap anjeA sjualo og

£SsauIsng mau uim sassauisng ubisap sdjay 1eym

¢Buiyoud aaiy 0} epnimie s,Aisnpul ubisap auy si Feym

¢JeaA e ul uim sassauisng ubisap op sayoyd Auew moH

£ SIUBIID Mau Jebue) sassauisng ubisap op MoH

¢ubisap sAng oy

¢ PHOM By} punoJse Buigedwod sassauisng Jajews aly

¢paseq sjual|o ale sy

¢uonnadwod alow Buioey sassauisng ubisap aiy

¢isutebe ajodwod sassauisng ubisap op oy

¢suejd wuel-Bbuoj ,sassauisng ubisap aie Jeypn

¢sassauisng ubisap aJe onsiwido MoH

¢ Buisealoul saolAIas ubisap 10} puewap ayy s|

¢{,S99} JIay} ainjon.)s siaubisap op MOH

¢,9U0 snoinaid 8y} uey} J2)19q JeaA [ejoueuly }sed ay) Sep\

¢1eal A1ana Jano uiny Aiysnpui ubisap ay) seop Asuow yonw MoH
¢paysijgelsa uaaq sassauisng ubisap YN aaey Buoj moH

¢ 4900 sassauisng ubisap asay} op sauldiosip YoIym

¢sassauisng ubisap aJte Big MoH

¢sassauisnq ubisap ase aiaym

)N 9y} ul 219y} aJe sassauisnqg ubisep Auew MmoH

¢ubisap ul syJom oym

&N 2l ul a1ay} ale siaubisep Auew MmoH

26



~ How much money does the design industry turn over
every year?
The turnover of UK design businesses totalled
£11.6billion in 2004-05; 77 % of design businesses
have a turnover of less than £100,000 a year

Turnover for the three main types of design business:

Design consultancies: £5.1billion

Freelance designers: £2.0billion

In-house design teams (budget): £5.5billion*

* Budgets for in-house teams may include non-design costs

So how much is the industry worth? Because design
businesses often collaborate with one another, it’s not
possible to just add these figures together to get a total
value for the design industry. But by taking into account the
extent to which businesses sub-contract and reducing the
turnover and budget figures accordingly, we get an overall
total of £11.6billion.

Because there are so many small design consultancies and
freelances working in the industry, just over half (51%) of
design businesses have a turnover or budget of less than
£50,000. However, for an estimated 1% of design
businesses and in-house teams, turnover and budget
stands at more than £2million per annum. Chart7

& Was the past financial year better than the previous one?
43% of businesses report an increase in their turnover
or budget compared to the previous year, while 19%
report a decrease

We asked design businesses how their turnover compared
to the previous year. Far more businesses (43%) report an
increase in turnover or budget than report a decrease
(19%). And among those who had seen turnover rise, nearly
a third saw an increase between 20% and 29%.

Financial prospects are slightly less positive for freelances.
Nearly a quarter (23%) report a fall in turnover. Chart8

Just over half (52%) of digital and multimedia businesses
report an increase in turnover, along with 46% of product
and industrial designers. Interior and exhibition designers
(40%) were the most likely to report a reduction in
income. Chart9
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Design consultancies
Freelances

In-house teams

Chart7
Percentage of design businesses by turnover/budget

Turnover bands %

£2m-+
£im<€2m H
£500k<€Im H
£250k<€500k
Chart 8

Changes in turnover/budget by business type

Increase

No change

Decrease

Don’t know

Business type
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Chart 9

Changes in turnover/budget by location

& discipline

Discipline
Digital & multimedia

Product & industrial
Communications

Interior & exhibition

Location
South West

East Midlands

Wales

West Midlands

North West

East

Northern Ireland

North East
Scotland
Yorkshire &
The Humber
South East

London
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No change
Decrease
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How do designers structure their fees?

2.3

Only 3% of design consultancies receive royalties
from intellectual property rights Chart10

Is the demand for design services increasing?

2.4

Designers are more likely to have seen an increase
in demand for their services than to have suffered

adecline

31

We asked design businesses whether, over the last three
years, they thought that demand for their services had
decreased, stayed the same or increased.

Responses are broadly positive: in all disciplines more
designers have seen an increase in demand than have
seen a decrease. Chart 11

There is also evidence that when there is a decrease in
demand it is freelances who feel it most. The predominance
of increased over decreased demand is weakest for
freelances in every discipline except digital and multimedia
design.



Chart 10

Type of fee income received

Fee income

Fixed rate per
product/service

Day rate

Fixed fee plus
percentage of profit

Client retainer

Royalty from intellectual
property rights

32

Business type

Design consultancies .

Freelances
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Chart 11
Changes in demand by discipline

Discipline

Digital & multimedia
Fashion & textiles
Product & industrial
Communications

Interior & exhibition

Service design
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No change
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& How optimistic are design businesses?
Just over half (54%) of design businesses think
their turnover will rise in the coming year; 7% think
it will decrease

We asked design businesses to predict the financial outlook
for the coming year. They were broadly positive: most
businesses think turnover or budget will rise.

Consultancies are the most positive, with 64% predicting
a moderate or substantial increase in turnover; freelance
designers are close behind with 55% predicting increases.
In-house designers are more cautious, with 29% expecting
a moderate or substantial increase in budget.

More than a third (38%) of respondents from in-house
teams do not know how their budget will change in the next
financial year.

Design businesses in Scotland and Northern Ireland are
the most positive about increases in budget in the next
financial year.

& What are design businesses’ long-term plans?
Over half of design business owners do not know
what will happen to their businesses after they leave

The longer-term plans of individual design businesses,
particularly regarding succession, are slightly more
worrying.

Over three quarters (77 %) of the designers in consultancies
that we spoke to were the owner of or a partner in their
business, yet half of them do not have any plans for the
continuation of the business when their involvement ends.
Only 12% say that the business will carry on under the
management of an existing colleague.

Michael Peters OBE
Chairman, Identica

34 35




inning
ing the
ion, who
re based. Attitudes

lud

tsandw
ides the lowdown
inc

ien
tors

Competitors, cl
business This section prov
on clients and compet
nature and intensity of compet
clients are and where they
to free pitching are also exam

3

ined.

¢sabepoys s||iys Jo swajqoid Juawyinioai aoey Aysnpul ubisap ay} seoq
¢SlIDys Jo Juswdojanap ay} Japuly 3sod saoq

¢SS 419y} dojonap siaubisep op MOH

¢Buiureny pajejal-qol bupjepspun siaubisap aiy

¢dojonap 01 siaubisap 419y} 91| sessauisnqg ubisap pjnom S 1JeyM
guoneonpa ubisep ul Juepoduwl SIS SsauIsnq aly

¢Siuawaoe|d aouauadxa 3iom apinoid 01 Buljim sassauisng ubisap aiy
¢uoijeonpa ubisap ul paAjoAul AjJuauind siaubisep ate yonw MmoH
¢panoidwi aq uoreonpa ubisep ued MoH

¢sHunuoal ayenpelb jo Ayenb ayy yum paysnes siahojdws ary
¢sorenpeub Buiinioal Aisnpul ubisap ayj s|

¢9Aey siaubisap op suoneayijenb ey

¢Jeah 1sed ay) ul pajji usaq aney sqol ubisap Auew moH

¢ 19y} aJe spuapnis ubisep Auew moH

¢ ubBisap Jo anjeA ay) a)eslunwiwod Asysnpul ubisap 8y} S90p [[oM MOH
¢ubisap anjena sjuald oq

¢SSauIsng Mau uim sassauisng ubisap sdjay 1eym
¢Buiyond aai) 0} apnyne s,Asnpul ubisap aus st Feym
¢Jeah e ul um sassauisnqg ubisap op sayoud Auew moH
¢ S1UaIj0 Mau Jobue} sessauisng ubisap op MOH

¢ PHOM 8y} punoJe Builedwod sassaulsng Joj|ews aly/|

¢ paseq sjualjo ate aloyp

¢uonnadwod alow Buloey sassauisng ubisap aiy
¢isuiebe ajodwoo sassauisng ubisap op oym

¢sueld wual-buo| sassauisng ubisap ale 1eyp
¢sassauisnqg ubisap ase oisiwndo moH

¢Puisealou) saoIAI8s ubisap J0j puewsap au} S|

¢S99} 19} a1njon)s si1aubisap op MOH

¢9Uu0 snoinaid ay) uey) J9139q Jeah [eloueuly 3sed ay} Sep\
éiJeak Aiana Jano uiny Aisnpul ubisap ay) seop Asuow yonw MoH
¢paysijgelsa uaaq sassauisng ubisap N aaey Buoj moH
¢ 4900 sassauisng ubisap asay} op sauldiosip YoIym

¢ sassauisnq ubisap aJte 6iq moH

¢sassauisnq ubisap ase aiaym

)N 9y} ul 219y} aJe sassauisnqg ubisep Auew MmoH
¢ubisap ul syJom oym

&N 2l ul a1ay} ale siaubisep Auew MmoH

36



% Who do design businesses compete against?
17% of design businesses say their main competition
is from outside the UK

Approximately half of design consultancies and freelances
say their main source of competition is local or regional and
a third say it is within the UK. In-house teams more commonly
mention competition from outside the UK (23%). Chart 12-13

Product and industrial designers are more likely than any
other discipline to mention competition from outside the EU.

Design businesses in London account for just over two thirds
(67 %) of the businesses facing competition from outside
the EU. Similarly, for design consultancies and freelances,
London accounts for nearly three quarters (72%) of those
with global clients.

o Are design businesses facing more competition?
Competition has increased for two thirds of design
consultancies in the past three years; 62% of designers
that face overseas competition say it has increased in
the last three years

We asked design businesses whether they thought
competition in the design industry had decreased, stayed
the same or increased during the past three years. More
than two thirds (69%) say it has increased while 27% say it
has stayed the same. Slightly more freelances and in-house
designers (70%) than consultancies (66 %) feel this increase.

We also asked designers about competition from overseas.
Of those who face international competition nearly two thirds
(62%) say it has increased. This sense is highest among
freelances. Product and industrial designers are the most
likely to report an increase in overseas competition. Chart14

Almost a quarter of in-house design teams have to compete
against external design consultancies or freelances for
projects.

The most commonly cited reasons for organisations
choosing to have an in-house team rather than outsourcing
all work are cost effectiveness (47 %) and ready availability
of expertise within the organisation (39%).
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Chart 12
Location of competition by business type

Local
Regional

Within the UK

Within the EU

Other parts of
the world

Business type

%
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Chart 13
Location of competition by discipline

Local
Regional

Within the UK

Within the EU

Other parts of
the world

Business type %
Interior & exhibition
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Chart 14
Change in overseas competition by discipline

Increase -
No change .

Decrease

Dlsmpllne

Chart 15
Location of main clients by business type

Local
Regional

Within the UK

Within the EU

Other parts of
the world

Business type %
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Chart 16
Location of competitors & clients for SMEs &
larger consultancies

Competitors of:
Large consultancies

SME consultancies
Clients of:
Large consultancies

SME consultancies

EU&global global

UK (including local (mcludmg local
& regional)

Chart 17
Design businesses’ main clients by sector

Sector

Retail, wholesale,
transport & leisure

Business & financial
services

Manufacturing

Public administration,
health & education

Primary utilities
& construction
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Where are clients based?
41% of design consultancies and 48% of freelances
find their clients either locally or in their region

The clients of design businesses are geographically
distributed in a similar way to their competition. Chart 15

Where design businesses find their clients they also find
their competition.

3.3

Are smaller businesses competing around the world?
16% of SME consultancies have overseas clients
compared to 34% of large consultancies

As might be expected, large design consultancies
employing 250 people or more have a larger proportion
of international clients and competitors than the small
and medium size consultancies with fewer than 250
employees. Chart 16

In total, 17% of consultancies and 14% of freelances
have overseas clients.

3.4

Who buys design?
The UK design industry services clients in every
major industrial sector Chart17

3.5

How do design businesses target new clients?

Half of design consultancies and freelances rely on
personal recommendation for winning new business;
5% say they do not target new clients at all

43
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Chart 18
Number of pitches made in the last 12 months

0
1-9
10-19
20+
Business type %
Freelances

Chart 19
Percentage of pitches that were successful

1-19

20-39
40-59
60-79
80-99

100

Business type %
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Chart 20
Pitching success rates by type of design business

Type of business

Larger consultancies

>5 employees
Freelances

Small consultancies

<5 employees

||| o\o

Chart 21

Pitching success rates by age of business

Age of business

Operating 10+ years
Operating 4-10 years

Operating 0-3 years
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= How many pitches do design businesses win in a year?
Consultancies with more than five employees win 66%
of their pitches, while those with fewer than five staff

win only 33%

Whether design businesses target new clients or clients
approach the designer, the accepted way of winning new
business involves design businesses pitching for work. Chart 18

Success rates vary widely. Success does not appear to be
related to experience but there does seem to be an
association between size and winning pitches. This may be
due to the fact that the more pitches you win the more you
grow, or because larger organisations have more resources
available to prepare pitches. Charts 19-21

Four out of ten product designers have not pitched for work
at all in the past twelve months. Of those that have pitched,
however, 45% boasted a 100% success rate.

@ What is the design industry’s attitude to free pitching?
31% of designers think free pitching is a fact of life;
23% think designers should insist on being paid the
full cost of preparatory work

46

Should designers be paid some or all of the cost of their
preparatory work when they are pitching for new business?
Fittingly for an issue that has been the subject of much
industry debate, opinion on free pitching is divided. Chart 22

For many, free pitching is a fact of life. Aimost half of all
design consultancies (44%) and freelances (43%) say they

either always or frequently have to pitch creatively for
free_ Charts 23-24

There are also variations between design disciplines.
Just over three quarters (76 %) of interior and exhibition
designers think that designers should insist on being
paid all or some of the cost of preparatory work.

It seems, however, that the industry struggles to stick to
its guns. Of those who think designers should insist on
being paid the full cost of preparatory work, 32% never
pitch for free and 48% only do so occasionally. Likewise,
of those who think that designers should accept free
pitching as a fact of life, 62% either always pitch for free
or do so frequently.

Chart 22
Attitudes to free pitching

Designers should %

Accept free pitching as il
a fact of life and adjust
their fees accordingly

Encourage clients to 20
contribute to the cost
of preparatory work,

but cannot insist on it

Insist on being paid 24
some of the cost of
preparatory work

Insist on being paid 23
the full cost of
preparatory work

Chart 23
Frequency of free pitching by business type

Always

Frequently

Occasionally

Never

Don’t know
Business type
Freelances
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Chart 24
Frequency that in-house teams ask external designers
to pitch for free

Always
Frequently

Occasionally

Never

Don’t know

Business type %

48 49
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Chairman, Alloy Total Product Design

Gus Desbarats

3.9

What helps design businesses win new business?
44% of design consultancies think creativity is very
important in winning business

Three quarters of freelances and almost the same number
of design consultancies say ‘understanding a client’s
needs’ is very important, while 60% of consultancies and
58% of freelances say that the relationship or chemistry
with the client is very important. Chart 25

Do clients value design?
52% of design businesses believe their clients
value design highly

310

Just over half (52%) of all design businesses believe design
is highly valued by their clients and almost a further third
(31%) think it is moderately valued. Substantially less (14%)
think it is undervalued to some degree.

Only 39% of businesses in Scotland feel design is highly
valued; 28% think it is moderately or highly undervalued.

How well does the design industry communicate
the value of design?

Almost four in ten designers think their colleagues
do not communicate design well

3.1

Designers identified the ability to communicate the value
of design to business as a key challenge for the industry.
Nearly six out of ten (59%) say it is done well but 38%
think it isn’t. Chart 26
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Chart 25
Proportion identifying factors as very important in
winning business
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Chart 26
How well the design industry communicates the value of

design to business

Very well
Quite well

Not very well

Not well at all
Don’t know

Business type

%
e o
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% How many design students are there?
In 2003-04 there were 56,785 students on design courses
in the UK (Source: Higher Education Statistics Agency, 2005)

Between 2002-03 and 2003-04 there was a

6% rise in the number of design students in the
UK. Interestingly, in the same year there was

a 32% rise in the number of postgraduate students
from overseas studying design in the UK. Chart27

¥ How many design jobs have been filled in the past year?
8,733 designers left design businesses in the last year
but twice as many were recruited

The design sector appears to be growing. In the past

12 months 17,297 designers were recruited by 8,072
design consultancies and in-house teams. That’s about
twice the number of designers who left businesses.
In-house teams (49%) were more likely to have recruited
than consultancies (41%). Chart 28

Recruitment was greatest in London, where 52% of
businesses recruited at least one designer, and least in
Wales and the South West, with only a third (34%) of
companies recruiting. Chart 29

Design businesses in the East were most likely to have kept
on their staff, with only 17% losing staff in the past year.

Staff turnover is lowest in digital and multimedia businesses
where only 14% of businesses lost employees.

% What qualifications do designers have?
41% of designers have a degree

According to the Labour Force Survey, just over 40% of
designers have a degree or an equivalent qualification.
Self-employed designers are slightly more likely to have
a degree or equivalent (45%). Chart 30
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Chart 27
Percentage increase in numbers of UK design
students between 2002-03 & 2003-04

UK

Overseas

Total

Postgraduate

2

Undergraduate

Overall total

— )

Source: Student Numbers—Design Studies, HESA, 2005

Chart 28
Number of designers recruited in the previous
12 months by business type

Number of designers
0
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Business types %
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Chart 29

Number of designers recruited in the previous
12 months by location & discipline

Location
South West

Wales

North East

Scotland

East

East Midlands

North West

South East

West Midlands

Yorkshire &
The Humber

London

Discipline

Interior & exhibition
Communications
Product & industrial

Digital & multimedia
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Number of designers

Chart 30

Highest qualification held by designers

Qualification

Degree or equivalent

GCE A Level or

equivalent

Higher education

GCSE grades A-C

or equivalent

Other qualifications

No qualification

Source: Labour Force Survey, 2003-04

Chart 31

Percentage of new recruits coming straight from
college/university by discipline

Discipline

Product & industrial
Communications

Digital & multimedia
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Managing Director, Din Associates Ltd

Rasshied Din
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Is the design industry recruiting graduates?
39% of new appointments are made direct from
college or university

4.4

The most common source of new staff is college or
university (39%). Chart 31

Are employers satisfied with the quality of

4.5

graduate recruits?

90% of design businesses who recruited direct
from college are either completely or quite satisfied
with their new staff

The vast majority of design businesses recruiting direct
from college and university were either completely (42%)
or quite (48%) satisfied with those they took on.

How can design education be improved?

4.6

85% of designers think that design lecturers should
spend time working in the industry Chart32

How much are designers currently involved in

4.7

design education?
Almost one in five designers are currently involved
in design education

63

Among the designers we spoke to, 19% are currently
involved in design education themselves. This is particularly
true of designers with a post-graduate qualification, where
48% contribute to design education in some way.

The most common way for designers to be involved in
design education is as part-time lecturers (39%), visiting
lecturers or mentors (13%), or by offering work experience
(12%). There is particularly high engagement with education
among designers aged 40 to 49; almost a third (30%) of this
age group is involved in some way with design education.
Only 9% of interior and exhibition designers are involved in
education, the lowest proportion of all disciplines.

The main reason that designers give for not being involved
in design education is lack of time (57%). However, 16% say
that it is because they have never been asked. Chart33



Chart 32
Level of agreement with measures to help improve
the quality of design education

Measures

Require all students 88
to complete extensive
work experience

Create more ]
employer-based
vocational training
(eg, apprenticeships)

Increase the number 87
of practising
designers working
in education

Require full-time
lecturers to spend
time working in
the industry

Have design courses
accredited by the
industry
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Chart 33
Reasons for not being involved in design education

Reason
| don’t have the time

I've never been asked
It doesn’t interest me

Company is too
small/new

Ilii °
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Jo Peters

Responses under 5% are not represented
64
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2 Are design businesses willing to provide work
experience placements?
88% of design businesses think that all design
students should complete extensive work experience,
but only 54% of design businesses are willing to
provide work experience for students

Just over half of design employers (54%) are willing to
provide placements or internships for college and university
students. A further 13% say, without prompting, that they
will possibly do so in the future. More than four in ten (44 %)
of those working in businesses that have been operating

for less than a year say they might give students the
opportunity to gain work experience.

Those that do not provide placements give a range of
reasons for this, the most common being that they do not
have enough space or equipment (39%). Another reason
for not offering placements is the lack of staff to oversee
student work (29%).

More than 80% of design employers with an annual turnover
or budget of over £500,000 say they are willing to provide
placements for students. Chart 34

& Are business skills important in design education?
93% of designers think that business skills are either
essential or useful in the design curriculum; 54% of
design colleges think that business skills are either
essential or useful in the design curriculum

Nearly half (49%) of design businesses think business skills
are an essential part of the design curriculum. This rises to
more than two thirds among those who have been working
in the design industry for more than 30 years.

According to the Design Council’s Higher Education Skills
Mapping (2005) heads of UK design education institutes do
not share this view to the same extent. We asked whether
they thought business skills should be taught as part of the
design curriculum. Only 54% said they thought these skills
were either essential or useful.

Designers supported a range of means of encouraging
design schools to teach business skills. Chart 35

66

Chart 34
Willingness to provide work experience placements
by budget/turnover

Budget/turnover
Over £500k

£100-500k

Under £100k

Yes

No

Possibly in the future

Don’t know

%

i
N
© . ‘°’

Chart 35

Level of agreement with measures to encourage
design schools to teach business skills

Measures

Availability of high

quality teaching &
learning resources

Expertise available

to teach appropriate
business skills to
students

Government funding

for teaching business
as part of the design
curriculum

Demand from
businesses for design
graduates with
business skills

Benchmark for best

practice among
design schools
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2 What skills would design businesses like their

~ designers to develop?
One in five design businesses would like to develop
their designers’ business awareness

The most commonly cited skills businesses would like to
see their existing designers develop are in design IT and
software (44%). This was particularly an issue for freelances
(47%). It was less important, though still significant, for
consultancies (30%). The other noticeable feature is the still
substantial proportion of businesses seeking to improve
business awareness among staff (21 %). Chart36

The results are broadly similar by discipline, although there
is evidence that skills are most satisfactory in product and
industrial design and that lack of business awareness is a
particularly common problem in digital and multimedia
design_ Chart 37

= Are designers undertaking job-related training?
Architects are more than twice as likely as designers
to be doing job-related training

68

When we asked designers about the issues that they
thought the industry faced, the need to extend professional
development for designers emerged as a key challenge.

The Labour Force Survey shows that the proportion of
designers engaging in job-related training is low. The level is
less than half that for groups such as architects and IT
technicians. In fact, the proportion of people engaged in job
related training is far lower among designers than for all
other similar occupational groups other than artists. Chart38

Chart 36

Skills design businesses would like to see
their designers develop

Skill

Design IT or software

skills

Business awareness
None

Basic technical design
skills (eg, drawing)

Creativity

Project management

Don’t know

69

21

5
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Chart 37
Skills design businesses would like their designers
to develop by discipline

Skill

Design IT or software
skills

Business awareness

Basic technical design
skills (eg, drawing)
Creativity

Project management

Communications

Product & industrial 8

Digital & multimedia 36

Il‘ | II| | II‘ |
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Chart 38
Proportion undertaking job-related training
in the last 13 weeks

Occupation %
Management 36
consultants, etc
Software 28
professionals
Source: Labour Force Survey, 2003-04
71



& How do designers develop their skills?
40% of design consultancies use informal
mentoring to develop their staff

The larger the annual turnover or design budget of a design
business, the more that business uses a range of training
methods for maintaining and developing staff abilities. Chart39

2 Does cost hinder the development of skills?
~ 68% of businesses pay for all of their designers’
continued professional development

72

In-house design teams are more likely to pay for at least
part of their designers’ continued professional development
(CPD) (90%) than consultancies (75%), but still 68% of
businesses overall pay for all of their designers’ CPD,

and 13% pay for part of it. In the East Midlands, 86% of
businesses pay for at least part of their designers’ CPD
compared to 75% of those in London.

The most commonly cited barrier to training was lack of
time (38%). This is a particularly a problem for product and
industrial design businesses, with half of these companies
naming time as a problem. Cost is the second most
commonly reported barrier to training: 34% of businesses
cite it as a reason for not undertaking training and
development. More than one in ten freelances (12%)

say they are restricted by availability of suitable courses,
compared to just 5% of design consultancies and
in-house teams.

A third of all design businesses think there are no barriers
to training. However this varies between regions: 42%

of design businesses in the South East say they face no
barriers to training, compared to 20% in Scotland.

Chart 39

Ways of maintaining & developing abilities
by business type

Design consultancies

Freelances

In-house teams

73

Informal mentoring/
coaching

External courses

Computer-based
packages

Internal courses

Formal training from
other designers

None of these
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Clive Goodwin

Creative Manager, Samsung Design Europe

Does the design industry face recruitment problems
or skills shortages?

25% of businesses with design vacancies find
these positions hard to fill

75

414

According to the National Employers Skills Survey in 2003,
there is some evidence that difficulties in filling design
vacancies are modest compared to similar occupational
groups_Chart 40

The main reasons design employers found vacancies hard
to fill were the low number of applicants with the required
skills (61%) and applicants’ lack of work experience (29%).

The main skills that were reported as difficult to obtain were
technical and practical skills (45%) and communication
skills (42%).

The main consequences of recruitment difficulties were an
increase in the workload of other staff (93%) and problems
meeting customer service objectives (60%). The primary
responses to these difficulties were to expand recruitment
channels (68%), increase advertising and recruitment spend
(53%) and to redefine existing jobs (53%).



Chart 40

Proportion of businesses with hard-to-fill vacancies

Business type
Designers

Architects, surveyors,

etc

Draughtpersons, etc

Engineering
professionals

Business/statistics

professionals

ICT professionals
Artistic & literary

Media associated

professionals

IT service delivery

76
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Source: National Employees Skills Survey 2003 (England only)
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Regional statistics In many cases
there are differences between figures for
individual regions and the national picture.
This section highlights them.

The selected regional statistics in this section differ from other regional figures.
National averages are supplied as comparative data.

78
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Northern Ireland
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Appendix

Research methodology

105

The information in this report is drawn from the Design
Industry Research unless otherwise referenced.

The Design Industry Research conducted by the Design
Council in association with the DBA is a comprehensive
study of the industry. It seeks to explore the size and shape
of the industry, the nature of its clients and competitors,
how the industry wins business and the state of design
education, training and skills. The survey is based on 2,433
telephone interviews conducted with designers from design
consultancies and in-house teams as well as freelances.

In order that the results of the survey are representative

of the UK, the data has been weighted to reflect the
distribution of design activity across the English regions
and countries of the UK. This means that the published data
is statistically representative of the result that would have
been achieved from a census of all design businesses in
the UK (excluding in-house teams with fewer than 100
employees). Weighting the data is a particularly challenging
task due to the very large numbers of designers that are
self-employed and freelances. Such people will tend to

be under-represented in commercial and official business
databases. To take account of this problem we have
weighted the results for this group against data from the
Labour Force Survey (LFS). Other data has been weighted
to reflect the original sampling frame figures.

The total number of design consultancies is far higher

than previous estimates.The Inter-Departmental Business
Register (IDBR) maintained by the Office for National
Statistics and compiled for VAT and PAYE information
records 4,525 businesses in the Standard Industrial
Classification sub-class 74.87/2, ‘Speciality Design
Services’. However, the IDBR omits 1.77 million partnership
businesses and covers less than half of all self employment.
The category of speciality design activity also has critically
important exclusions. For example, it does not cover
product and industrial, web and exhibition design. This
also explains why we were not able to use the IDBR data
to weight our results.
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For in-house design teams we have used the results of

the survey to estimate the proportion of businesses with
100 or more employees that have design teams. To give an
estimate of the number of businesses with in-house design
teams in the UK, the proportion of businesses which say
they have an in-house design team was applied to the total
number of UK businesses with 100 or more employees.
This weighting gives an employment figure for in-house
design businesses that is broadly in line with the numbers
from the LFS. However, this number may be somewhat
large because a number of survey respondents said their
businesses had an in-house design team, but subsequently
terminated the interview on the grounds that they were not
themselves designers. We have nonetheless assumed that
these businesses have in-house teams. Also, the effect

of these terminated interviews in increasing the number of
businesses with in-house teams is offset by the number of
businesses with fewer than 100 employees that may have
in-house design teams, but did not take part in the Design
Industry Research.

While we believe the LFS data provides the most reliable
estimate of the number of designers, it also has an
important limitation. The data does not include designers
with supervisory responsibilities, such as design managers
in in-house design teams or creative directors in design
consultancies; these appear in managerial and directorial
occupations where design cannot be separately identified.
In the Design Industry Research we asked each respondent
how many designers were employed in the business at
various levels of seniority. In order to estimate the number
of design managers and directors in the UK, we took the
total number of design directors and managers identified
by respondents and weighted this by the total number of
designers from the LFS data divided by the total number

of designers from our survey.

All figures from the Design Industry Research have been
rounded to the closest percentage point. Totals to 100%
may vary by one percentage point due to rounding.
However, to ensure graphic consistency all charts have
used a scale to 100%.

This report only shows figures that are statistically reliable.
As aresult, some analysis by region or discipline has not
been possible.

The research work was conducted by Stratagia Limited,
Synchronicity Consultants Limited and QA Research.
The survey was conducted between May and July 2005.

Definitions

107

For the purposes of the survey we grouped together
the range of design disciplines as set out below:

Communications design

Graphics, brand, print, information design,
corporate identity

Product and industrial design

Consumer/household products, furniture, industrial
design (including automotive design, engineering design,
medical products)

Interior and exhibition design

Retail design, office planning/workplace design,
lighting, display systems, exhibition design

Fashion and textiles design
Fashion, textiles

Digital and multimedia design

Website, animation, film and television idents, digital
design, interaction design

Other

Including advertising, aerospace design, building design,
engineering design, landscape design, jewellery design,
mechanical design etc.




Design clients have been bracketed into the following
key industry groupings:

Primary, utilities and construction

Agriculture, forestry and fishing, mining and quarrying,
electricity, gas and water supply, sewage, refuse disposal
and sanitation, building, transport and communication

Manufacturing

Fuel processing and production, manufacture of
chemicals and man-made fibres, metal goods, engineering
and vehicles industries, other manufacturing industries

Professional business services

Banking, finance and insurance, real estate, renting
and business activities

Retail, wholesale and leisure services

Wholesale and retail trade, personal and household
goods, hotels and restaurants, other community, social
and personal service activities

Research sources

108

Unless otherwise stated, all the statistical information
presented in The Business of Design is drawn from the
Design Council Design Industry Research, commissioned
through Stratagia in 2005.

Aside from the Design Council’s Design Industry Research,
we have used these other sources:

Labour Force Survey (LFS), 2003-04,
Office of National Statistics

This major government survey now covers approximately
172,000 households annually. A major benefit of this project
is that participants are selected using National Insurance
numbers. This means there should be no initial selection
bias that would risk understating the numbers of designers
working on a self-employed basis or in non-design
businesses. Further information on the LFS is available

on the Office for National Statistics website at
www.statistics.gov.uk

109

National Employers Skills Survey, 2004,
Office of National Statistics

The National Employers Skills Survey 2003 (NESS) was
commissioned by the Learning and Skills Council (LSC),

in partnership with the Sector Skills Development Agency
(SSDA) and the Department for Education and Skills (DfES).
It provides detailed information about the extent, causes,
and implications of recruitment problems and skill gaps.

It also measures employers’ training activities. This survey
only covers England. NESS was the largest survey of its
kind ever commissioned, involving 72,100 interviews with
a representative sample of employers in England.

A subsequent smaller survey was carried out in 2004.

Higher Education Skills Mapping, 2005,

Design Council

The Higher Education Skills Survey was commissioned

by the Design Council in May 2005. A total of 128 telephone
interviews were conducted, 78 with Heads of Design
Education Institutions and 50 with Heads of Business
Education Institutions. The survey sought to review the
teaching of business skills and design skills. Further
information is available on the Design Council website:
www.designcouncil.org.uk

Student Record, 2002-03/2003-04,

Higher Education Statistics Agency

HESA is the UK’s central source for higher education
statistics and collects five main data sets: students;
destination of leavers from higher education; staff; finance
and non-credit-bearing course records. Further information
is available on HESA’s website: www.hesa.ac.uk
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