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1.
INTRODUCTION

AMA have published a wide range of reports covering the electrical sector including Housebuilding, DIY Multiples, Electronic Security and Fire Alarms, Electrical Wholesale, Electrical Accessories, Ventilation and Air-conditioning, Commercial Lighting and Sustainable Energy products.  

The UK Lighting market experienced relatively volatile trading conditions during the 1990’s, although the market has stabilised since 2000 recording more positive levels of growth compared to a number of other manufacturing sectors. This report, the eighth edition of the “UK Lighting Market” reviews all the major sectors of the market and identifies key suppliers and influences within the market.  

The market has continued to be characterised by a high level of price competition and increased imports of all major lighting products since AMA Research last published this report in 2004.  The lighting market is characterised by the growth of overseas sourcing, as well as a number of manufacturers moving operations to lower wage countries.  

Technological advances in the lamps and luminaires sector have continued to stimulate the market, particularly in the non-domestic sector where specifiers and builders are becoming increasingly more flexible in the use of light. In the domestic sector, consumers are more discerning and knowledgeable with regard to the range of lighting products now available and the design of lighting systems within the home. 

This report assesses these recent developments and analyses the market and distribution channels with indications of future trends and opportunities.  

Information has been collated from a wide range of sources including company literature and accounts, trade magazines, government and other published data and interviews with a wide range of companies involved in the lighting market. 

2.
SUMMARY

The UK Lighting market has experienced growth of around 7% over the 2003 – 05 period and is estimated to be worth £1.37 billion in 2005.  The following chart illustrates how the market has performed since 1999 and provides forecasts to 2009:-

Chart 1: UK Lighting Market 1999-2009 £m MSP
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Growth has been driven by a non-domestic market driven by national and local government investment, an increase in demand for higher value products and an increase in sales of lighting controls and equipment.  In contrast, demand from the domestic market, which has enjoyed good growth since 2001, has declined substantially, and this sector has shown no growth over the last two years.

Lamps are estimated to account for around 28% of the UK Lighting market in 2005.  This slight decline in market share is due to the continued price erosion of domestic lamps as cheaper exports and own-label brands make this commodity market highly price sensitive.  Although there is  a continued switch in demand for higher value lamps, such as tungsten halogen, even these have been subject to price erosion and have not increased value growth significantly.  The lamps sector is supported by growth in higher value products such as LED lamps that are increasingly being specified in non-domestic projects.

The majority of the market value is in luminaires and lighting control equipment.  Once again, the domestic sector has experienced a slowdown in value growth due to the influx of cheaper sourced imports.  However, the delivery of national and international contracts, particularly for architectural lighting, specialist applications and amenity lighting, has given the non-domestic luminaire sector a real increase in value, and the luminaires sector reached an estimated value of £986m in 2005.

Several factors have led to the rejuvenation of the non-domestic sector.  A wide range of legislation has been introduced over the last five years, most of which is only just beginning to have an impact on the market.  Changes in recommended levels of lighting, emergency lighting provision and the drive towards energy efficiency are now having a growing impact on the UK lighting market.  

Another key driver is the substantial rise in Government investment in buildings, facilities and amenities financed through a combination of direct funding and the Private Finance Initiative (PFI).  This is creating opportunities for local authorities to upgrade their facilities using investment from Public/Private Partnerships (PPP) in which private companies bid for long-term refurbishment and maintenance contracts from local authorities and other public bodies.  In conjunction with a major investment programme in school buildings and the National Health Service, the amount of expenditure on lighting has significantly increased over the last few years and looks set to continue in the medium-term.

The domestic sector has been severely hit by a downturn in consumer confidence and a decline in activity in the housing market.  Despite the continued interest in lighting as a key element of interior design, levels of expenditure have fallen.  This is a mature market and the sector is very price competitive.  Major multiple grocery and DIY retailers are offering very cheap lighting solutions and expanding their ranges as they pursue growth through the offering of ‘lifestyle’ products.  This only increases price competition and any growth in volume sales has been offset by a decrease in value.  Many domestic luminaire manufacturers have experienced very difficult trading conditions over the last 2 years as they have struggled to maintain margins.

Many lamps and luminaire products, particularly high-volume ranges, are sourced from countries offering cheap labour, with China being one of the main manufacturing sources.  The majority of manufacture in the UK is now specialist work often specified for particular projects by lighting consultants and designers.  The UK manufacturers reputation for craftsmanship and quality remains high despite the decline of resources.  

The UK Lighting industry is following the trend of the UK as a whole towards that of a ‘knowledge’ economy and UK lighting companies are enjoying success in winning prestigious overseas contracts based on quality delivery and design flair.  However, new technical developments are increasingly in the hands of the global lighting companies who have the resources to invest, and new product development, particularly in the lamp sector, has to a large extent been lost in the UK as multi-national corporations set up development centres in their home countries.

Distribution of lighting products has not varied dramatically over the last few years.  The domestic market is led by grocery and DIY multiples, while wholesalers and specialist distributors dominate non-domestic lighting.

In terms of supply, the market for lamps remains very concentrated and is still dominated by the ‘Big Four’ manufacturers: Philips, Osram, GE and SLI.  The luminaries sector, however, is virtually the opposite in terms of structure. The industry remains very fragmented reflecting the wide range of designs, materials, own branding and distribution channels used, with manufacturing economies of scale and investment costs much less significant in the luminaries market.

3.
Economic ENVIRONMENT

The general economic environment has a significant effect on the development of the UK Lighting market, influencing a wide range of factors such as the level of activity within the private RMI sector, Housebuilding, and consumer confidence and spending.

The UK economic climate is currently regarded as uncertain, reflecting strong public sector investment but a clear slowdown in consumer spending, while the manufacturing and industrial sector has also experienced a more difficult period. A cooling in the housing market and consumer confidence has resulted in a more difficult trading environment in home improvements and consumer durables, though there are signs of a recovery in confidence and spending levels in the medium term.

As a result, while the overall UK economic outlook still indicates a reasonably healthy short-term future with steady growth rates, low unemployment and low inflation and interest rates, the recent slowdown in the economy has resulted in lower growth in GDP growth in 2005 than previously anticipated, though 2006 is forecast to experience modest recovery.  The main economic factors that influence the building products industry are outlined below.

3.1
GDP

GDP growth in the 2001-03 period was relatively steady at an annual rate of around 2.0-2.25%, which is below trend levels, but high in relation to other major EU economies over the same period. GDP growth in 2004 was more buoyant at 3.1% - well above recent annual averages – though 2005 has seen a marked slowdown to a provisional estimate of 1.8%. 

In the medium term, the economy is expected to continue to grow from 2006 –2008, with a reasonable upturn in 2006.  GDP figures for Q3/Q4  2005 growth are around 0.4 – 0.6% respectively, which indicates some potential recovery in the economy. However, short-term prospects remain subdued with a recent downward revision to GDP growth forecast for 2006 at around 2.0 – 2.5%.  Medium term prospects are dependent on a worldwide recovery, sustained business and consumer confidence in the UK, possible further reductions in interest rates and the impact of rising oil prices. 

A key issue will be whether consumer spending, which has been underpinned by rising house prices in 2001-04, recovers quickly from the recent slowdown and helps offset the difficult conditions in the manufacturing sector, which remains under severe pressure due to the effects of a strong pound and a slowdown in the Eurozone economy. Consumer spending figures released in late 2005/early 2006 indicate a rapid slowdown, reflecting the slowing housing market and rising household debt. House prices continued to rise into mid 2004, but there has been a levelling out in prices since mid-2004, which has negatively impacted on equity withdrawal and consumer spending on home improvements, though since Q4 2005 there have been growing signs of a modest upturn in prices.  

3.2
Inflation & Interest Rates

After a period of stability of interest rates at 4.75%, there was the first cut in over 3 years to 4.5%, reflecting some concerns in the slowdown of the economy.   Opinions on the outlook for the next move in interest rates are now uncertain – some economists indicate the peak in the current cycle has been reached and there will be further cuts in the medium term to add stimulus to consumer spending, while others indicate this will be tempered by a reluctance to stimulate further house price increases and the threat of rising inflation. 

Underlying inflation rates have been low for several years, typically under 2% over the 2001-2004 period, though have risen since mid-late 2005.  In early 2004, the Bank of England moved to the new CPI index and target of 2.0%, with little indication of any significant upturn in inflation, though recent oil and commodity prices have risen strongly in 2006 with inflation now above target levels at around 2.5%.

The following chart illustrates the performance of interest rates and overall CPI throughout the last decade, and provides a forecast to 2008:

Chart 2: Interest Rates and Inflation (CPI) from 1990-2008
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3.3
Unemployment

Unemployment has generally declined as economic growth continues and has fallen steadily in recent years to below 3.0% in late 2004, which was the lowest level of unemployment since the mid-1970s.

This sustained high level of employment may lead to increased pressure on wages as competition for jobs reduces and companies are forced to increase wage levels to attract staff. However, the underlying fall in unemployment has now finished and the slowdown in the economy in 2005 has resulted in some higher profile redundancies, particularly in the retail sector, with a steady upturn in unemployment from mid-2005 onwards and reaching towards th e1 million level in mid-2006.

3.4
Household Consumption

Growth in overall household consumption for 2001-03 was around 5.0%, primarily driven by steadily rising incomes and a buoyant housing market. Equity withdrawal to fund consumer spending grew rapidly in 2002 -04, despite the more uncertain economic climate, largely driven by sustained growth in the housing market, underpinning consumer confidence and spending.  Consumer spending growth in 2004 was 4.6% (around 3.3% in real terms), but this masks a sharp slowdown in Q4 when spending grew by only 0.5%.

In 2005, the slowdown has continued with household goods particularly affected and prospects for the rest of the year remain uncertain. Several major retailers in DIY, Clothing, Household Durables etc. have reported lower sales, indicating a much tougher retail environment. Retail spending figures in late 2005 suggest growth will be less than 2% in real terms – the lowest rate of growth for 10 years, with no sign of any significant upturn in early 2006.

The savings ratio has remained at low levels of around 4-5%, suggesting that the level of consumer confidence remains high, though 2005 has seen a modest rise in the savings ratio.   This is also supported by the fact that consumer borrowings and mortgages/loans raised against the home are now at all time highs, suggesting sustained high levels of consumer confidence.  The following chart shows the performance of PDI and savings ratio since 1980 with forecasts through to 2006: -

Chart 3: PDI & Savings Ratio At Current Prices 1990-2006
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3.5
Housing & Construction

Private sector new house-building levels have remained surprisingly low, even though house prices continued to rise in the 2000-04 period, interest rates have remained low and earnings are rising. For example, volume completions declined to around 160,000 dwellings in Great. Britain in 2001 - the lowest figure for many years. The primary reason, according to the major builders, is not the lack of demand, but a lack of building plots and problems in planning procedures to develop new sites. Completion levels increased marginally in 2004 to around 190,000 units, but there are still no indications of any significant upturn in output with 2005 proving to be relatively flat in output terms. 

The increased level of housing required in the South-East in particular over the next few years is beginning to feed through into new housing starts, but it is proving difficult to forecast when this will benefit suppliers of building materials and home improvement products. Nevertheless, the housebuilders have been adding value to their properties and pushing up the average price of a new home on a consistent basis, though price growth has slowed down in 2005. 

The issue of housebuilding volumes is now very high on the political agenda with the publication of the Barker Review in early 2004 which highlighted current problems in planning, brownfield developments, landbanks, site skills shortages, lack of modern construction methods etc., which are all restricting the potential to increase volume output. In the medium term, housebuilding volumes must rise, with increasing emphasis on affordable homes and a continuation of the recent trend towards the construction of flats, rather than detached housing.  

House price inflation increased rapidly in 2001-03, reaching annual growth rates of around 30% in late-2002, driven by low interest rates, low unemployment, rising real incomes and a shortage of housing for sale. However, this increase in-house prices was unsustainable, with housing becoming unaffordable to first-time buyers in many parts of the country.  Since mid 2004, the boom has undoubtedly ended and prices have stabilised to a current level of around 3-4%. However, the first signs of an upturn appeared in Q4 2005, and these have been sustained in early - mid 2006, though no significant resurgence in house prices is anticipated.

In the non-housing sector, construction output has grown steadily in 2001-04.  Government investment in health and education has been substantial, while the commercial market has also experienced growth. The return of a Labour Government in May 2005 should result in sustained investment in the public sector, which should continue into 2006 - 09 and provide good market opportunities.

However, Government borrowing levels are now reaching limits and, therefore, opportunities for further growth in public sector investment in the longer term will be restricted. Private sector commercial work is a key driver of the market and new order levels are relatively flat at present, though orders for new Olympic facilities will provide some momentum to the sector over the next few years. Output in the Industrial and Infrastructure sectors remain relatively flat, with no significant prospects of a major upturn in demand.

3.6
Sterling

The high value of Sterling has had a negative impact on the manufacturing sector, resulting in a downturn in output.  However, more recent trends in Sterling have been volatile against both the Euro and the US$, reflecting diverging interest rate trends. 

Medium term prospects for Sterling are more difficult to predict, with most independent economists forecasting a decline of the Dollar in relation to most major world currencies. However, it is very difficult to forecast the timing of any change, with uncertainty exacerbated by a more difficult environment as rising oil and energy prices impact on activity levels.

	Table 4: Exchange Rate Fluctuations 1997-2007 - The Pound Sterling To The Dollar, And The Euro, Spot Rates

	Year
	USA (Dollar)
	Euro

	1997
	1.64
	1.33

	1998
	1.66
	1.49

	1999
	1.62
	1.52

	2000
	1.45
	1.64

	2001
	1.46
	1.61

	2002
	1.56
	1.59

	2003 
	1.68
	1.45

	2004
	1.83
	1.43

	2005 
	1.78
	1.45

	2006 Fcst
	1.75
	1.48

	2007 Fcst
	1.75
	1.48

	Source:  ONS



In the medium term, the Government is still officially committed to reviewing the criteria for UK membership of the Euro. The first announcements were made in June 2003 with an acceptance that the economic conditions had not been met. A decision to join will require approval via a referendum, which would leave the earliest possible starting date at around 2009/10. 

The rejection of the new Constitution in France and the Netherlands in June 2005 will also have a negative impact on further integration in Europe, while the general performance of the Eurozone economy and the lack of fiscal discipline in some countries will undoubtedly limit the appeal of the Single Currency.

3.7
Population Profile 

A review of the age distribution of the resident UK population is illustrated in the following chart.

Chart 5: Age Distribution Of The Resident UK Population 2001 (‘000)
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The 40-59 age group predominantly consists of people entering a stage in their life when their mortgage is limited, they may receive inheritances, and females returning to work may increase income.  All of these factors result in this group having the largest potential disposable income.

As the profile of the UK population changes, it will have implications for suppliers of all products.  During the next decade, there will be a smaller proportion of younger, more price-orientated buyers in the market.  This will be coupled with a greater proportion of more affluent buyers in the older age groups.  These developments should benefit suppliers of building and home improvement products in all price segments of the market.

3.8
Conclusions

In overall terms, the UK economy is still relatively mixed in terms of optimism driven by low interest rates, inflation and unemployment, and pessimism driven by a slow economy due to a slowdown in consumer spending, a flat housing market and uncertain overseas markets, though there are signs of a steady recovery in place.  

While growth in 2005 has been below recent levels, fundamentally, despite some concerns of a difficult world economic environment, the UK is still relatively strong and current forecasts for 2006 GDP growth of around 225 – 2.5% suggest reasonable recovery. Interest rates are uncertain at present, with the last cut to 4.5% in mid-2005 and there are mixed views on the direction of the next move, reflecting concerns over rising inflation, house prices and oil/commodity prices, offsetting concerns over a downturn in consumer confidence and spending levels.

Forecasts for 2006-08 remain positive, suggesting a good framework for a steady recovery in consumer spending over the next 2-3 years, providing there is no sudden downturn in the housing market to undermine consumer and business confidence.  Recent data in early – mid 2006 suggest a steady recovery in the housemoving market which, if sustained, should feed through into more buoyant spending levels on home improvements in 2006/07.

4.
THE OVERALL UK LIGHTING MARKET

4.1
Market Definition

The UK Lighting market encompasses a wide range of products.  For the purposes of this report, however, the market is defined as consisting primarily of electrical lighting products, excluding oil, gas and battery powered lights such as torches and automotive lighting.  

The market can be divided into two key sectors, according to product type:-

· Lamps – Sources of light including glass containers enclosing electric light filaments, principally bulbs and tubes.  

· Luminaires – All types of light fittings which house sources of light, e.g. wall, ceiling, table, spots, floor and shades.  This sector also includes ballasts, control gear and component parts.  

There is also clear segmentation between domestic and non-domestic end use applications within the lighting market.  These segments have very different distribution structures and are influenced by different market forces and provide a meaningful division for analysing the market.  

4.2
Overall Market Size & Trends

The first incandescent lamp was invented in 1879 initiating the start of a dramatic level of growth in both the lamps and luminaires sectors of the UK Lighting market.  Although the market is considered to be mature and stable, product innovation is strong, particularly in lamp technology, with developments in LED lighting and fibre optics.  This has enabled healthy levels of growth in both the lamps and luminaires sectors as lighting manufacturers meet demands for new applications, both in the domestic and commercial sectors. 

The chart below illustrates the performance of the UK Lighting market since 1999 and provides a forecast of the market value to 2009 at manufacturers selling prices (MSP):-

Chart 6: UK Lighting Market 1999-2009 £m MSP
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In 2005, the UK lighting market was estimated at a value of £1.37 bn, experiencing an increase of around 4% since 2004. Since 1997, it is estimated that the market has increased by around 26%, and will continue to increase, albeit at slightly slower levels of growth of around 2% per annum to 2009, reflecting the maturity of the market and the economic outlook.  By 2009, indications are that the market will be worth around £1.47bn at MSP, reflecting growth of around 7% between 2005 and 2009.  

From the mid 1990’s to 2000, the lighting market experienced relatively strong levels of growth in a period of global commercial confidence.  The domestic sector was particularly buoyant.  In 2001, a downturn in consumer confidence affected the domestic market and political and economic uncertainty had a negative impact on growth in the non-domestic sector.  These factors, in conjunction with significant changes in manufacturing, distribution and sourcing of lamps and luminaires have resulted in a relatively stable market with only marginal growth rates.

Since 2003, there has been an upturn in investment in end use sectors such as health, education and leisure and a growing demand for higher value lighting products such as building controls, security and emergency lighting.  Urban regeneration schemes, infrastructure projects such as the upgrade of the London Underground and Terminal 5 at Heathrow, and refurbishment of office space to encourage letting have also contributed to market growth.

However, this growth has been tempered by muted recovery in the general business climate and most significantly by a reduction in consumer confidence.  A series of interest rate rises in 2003 and 2004 have adversely impacted on the housing market and consumer confidence.  As a result, the domestic sector has experienced little or even negative growth over the last two years.  As retailers have also suffered from the effects of poor consumer confidence, demand for lighting in the retail sector has also been low.

The market is forecast to be worth £1.39 billion in 2006.  The increased levels of investment into public projects, particularly PFI programmes to improve street lighting, and the Olympic Games in 2012, will positively impact the market.  In addition, response to legislation such as the Clean Neighbourhoods Act and the Disability Discrimination Act means that authorities are required to review and upgrade their lighting facilities. 

Product development drives overall value growth.  The development of reliable LED and fibre optic technology has created new applications for these higher value products.  Lighting is increasingly being used for brand enhancement and communication as well as its basic function. Other lamp developments such as miniaturisation and energy efficiency also result in higher value products and drive growth in luminaire development to meet new applications.  

However, the positive impact of new higher value products is tempered by the huge growth in cheap imports into the UK market.  Lamps, as a commodity product, are particularly vulnerable to being undercut by cheap imports.  Manufacturers have been unable to compete with the cheap labour and materials sourced in Eastern Europe and the Far East, and there is now no mass manufacturing of bulbs in the UK.  Luminaires, particularly for the domestic market, are also produced more cheaply overseas.

Very little technical innovation now takes place in the UK.  The huge investment required means that technical innovations are mainly the reserve of the global players such as Philips and GE Lighting with their innovation centres based in the United States and mainland Europe.  The closure of GE Lighting’s technology department in Leicester in July 2005 signalled the end of lamp research and development in the UK.

Manufacturing in the UK is now confined to niche and specialist projects.  The lighting industry has effectively become a ‘knowledge’ industry with customers turning to UK designers and manufacturers to fulfil very specific briefs.  The UK lighting industry is globally acknowledged as creative and innovative and the services of UK lighting professionals are called for high-profile projects all over the world.

The UK domestic lighting market is focused on price and is subject to heavy price competition.  This is led by the key distribution channels of grocery and DIY multiples who demand highly competitive prices of their suppliers who are able to source at competitive rates from the Far East and Eastern Europe.  As a result of price pressures, companies have changed their sourcing, distribution and stocking strategies which has meant a period of uncertainty and restructuring.  There are now more lighting companies operating in the UK than ever before, but somewhere in the region of 80 % of those companies are UK subsidiaries of overseas operations.

4.3
Domestic / Non-Domestic Mix

The distinction between domestic and non-domestic market sectors is complex in this market.  While many products cater specifically to the needs of one sector only, there is a 'grey' area of application and purchasing method between the two markets, particularly where electrical contractors are involved in domestic installations.  However, given this limitation, the chart below illustrates our estimates of the relative size of these two sectors:-

Chart 7: UK Lighting Market – Domestic & Non-Domestic Sectors by Value 2005
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Source: AMA Research

The above chart illustrates the market split by value between the domestic and non-domestic sector. The non-domestic sector, with its higher value projects, dominates the market with a 67% share in 2005 equating to a value of £920 million at MSP.  The domestic sector is estimated to be worth £450 million in 2005.  

The non-domestic sector has increased its share of the market by 2% between 2003-2005.  This is due to increased investment in public projects in areas such as health and street lighting, but also because the domestic sector has lost share through poor sales due to a fall in consumer confidence.

Within the domestic sector, the importance of brand is fairly low with purchases based more on price, convenience and brand association - with the retailer rather than the manufacturer. However, within the non-domestic sector, manufacturers’ brands are more important due to associated added value benefits at the higher end of the market and are therefore often specified by manufacturer.  

The domestic sector is stimulated by lifestyle trends and lighting is a key feature of interior design.  Home refurbishment projects often have a focus on lighting, using increasingly larger numbers of lights and higher-value products.  In particular, the exterior lighting sector has experienced a boom over the last five years and now accounts for 20% of domestic lighting sales – and is continuing to grow.  Approximately 75% of products are contemporary using materials such as glass and chrome.  Value growth has been driven by consumers prepared to purchase high-value luminaires and lamps in order to achieve the affect they desire.

The media impact of TV makeover programmes and magazines has raised awareness of lighting applications and the types of products available and clearly influences demand.  However, 2005/06 has seen a decline in home improvement programmes and this appears to have negatively impacted on a wide range of home improvement and furnishing products.

As well as lifestyle trends, the market is affected by changes in the use of space within the domestic environment.  An increasing number of people are working from home, creating requirements for more task lighting to suit the specific needs of work related functions.  Lighting built into furniture and new kitchen designs have also increased demand for more specialist lighting and generally favour higher-value fittings using halogen or LEDs.

The domestic market is also beginning to feel the impact of increased energy charges, which have gone up considerably during 2005 and 2006, which inevitably increases awareness of the environmental effects of energy use.  The movement towards energy efficiency is increasing demand for more energy efficient products, and this factor is set to rise in importance over the next few years.

Growth within the domestic sector is heavily influenced by the housing market.  A loss of consumer confidence in the face of rising interest rates and static house prices in 2004-mid 2005 had a negative impact on the market, although house prices now seem to be increasing again, albeit at a lower rate.  When the housing market is slow, consumers are discouraged from borrowing to undertake home improvement projects and, as fewer people are moving, the opportunity for new lighting to enhance a new home is also curtailed.

Another major factor limiting growth is the low importance of brand association in consumers minds, which means purchase decisions are largely made on price.  As mentioned above, consumers connect with the retail brand, rather than a product brand.  As retailers put pressure on suppliers to provide their consumers with choice and value, the value of products sold is depressed even though volumes of sales may be maintained.  

The introduction of energy efficient longer life lamps such as CFLs is also believed to affect growth, as slower replacement cycles mean fewer purchases.  However, the effect on the market is believed to be very small at this stage, though recent energy price increases in 2005 and early 2006 may accelerate the switch to higher energy-efficient products.  

In the non-domestic sector the primary factor stimulating growth is government investment in public projects.  The lighting market has benefited from a number of key end use sectors such as public health and education through PFI/PPP projects. Expenditure in these 2 sectors has increased strongly in 2004 – 05 and Government investment in the Building Schools for the Future programme, for example, will be a major growth opportunity over the next decade.

The long-term impact of legislation is also expected to add value to the market as public and private organisations upgrade existing lighting in order to comply with new regulations, such as the EC directive requiring employers to provide suitable lighting.  In some cases, such as energy efficiency measures, government grants are available to encourage compliance.

There is also strong growth in a number of niche lighting sectors, such as emergency, security, architectural, sculpture and accent lighting.  The increasing awareness of the benefits of correctly applied lighting to enhance environments stimulates demand for more diverse and specialist applications in end use sectors such as commercial buildings, retail, catering and leisure.  

One other key factor stimulating growth is the installation of Building Management Systems in commercial premises.  Lighting control systems are seen as a significant means of controlling energy use and creating environments suitable for commercial purposes 

Factors limiting growth in the non-domestic sector are largely influenced by the global economic situation.  A climate of uncertainty, primarily driven by rapidly rising oil and commodity prices in early 2006 is creating difficult trading conditions for many industries and fuelling some uncertainty in the market.  

The slowdown in retail spending is beginning to impact on some store development programmes which will have a negative impact on lighting demand, though the commercial office market is experiencing a recovery, both in terms of new building and major refurbishment projects

Although the PFI projects are bringing investment into the lighting market, slow and lengthy approval processes are delaying anticipated rises, particularly in the health sector where there was an actual downturn in construction output in 2005. While this is thought to be a temporary setback, current budgeting problems in the health sector could result in further delays or postponements in major development projects.  

4.4
Overall Product Mix 

The main product sectors of the UK lighting market are lamps and luminaires.  

· Lamps are defined as all types of sources of light, excluding those used in automotive applications.  

· Luminaires refers to all types of light fittings used to house light sources.  For the purposes of this report, the term also includes ballasts / control gear and component parts.  

The following chart provides an illustration of the estimated mix by value between the lamp and luminaires sectors, which comprise the UK Lighting market in 2005: -

Chart 8: UK Lamps and Luminaires Market - Mix by Value (£m MSP) 2005
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The chart above illustrates that the luminaires sector is estimated to account for around 72% of the total £1.37 billion UK lighting market in 2005.  The large share taken by the luminaires market is primarily attributed to the fact that it covers a significantly wider range of product application areas, with specific types of luminaires required for different tasks.

The lamps sector is mature and, although demand remains strong, the sector is subject to the usual pressures of a commodity market.  In recent years, value growth has been limited as prices have been eroded by cheap imports and the power of the multiple retailers driving down prices with own brand labels.  However, this situation appears to have stabilised and the demand for a greater number of higher value bulbs, for increasingly creative lighting effects appears to be maintaining value in the sector.  

The non-domestic sector has also driven growth in lamps.  Energy efficiency has become a priority to ensure lower operating and maintenance costs and these lamps are traditionally higher value products.  Product development, e.g. LED lamps and fibre optic lighting, have also provided opportunities for growth.  As these technologies have become more reliable, designers are increasingly willing to specify their use.  However, in some cases, cheap imported copies of these products do not have the same reliability as high-end manufactured product and unreliability could curtail growth potential in this area.

The commodity nature of the lamps market means that this sector is less susceptible to economic fluctuations.  While the postponement of lighting refurbishment projects can dampen volume growth in the luminaires sector, the lamps sector is not as significantly affected.  This is particularly the case in the domestic sector where it estimated that around 95% of GLS purchases are for replacement applications.  A standard GLS lamp is disposable, cheap and necessary.  

4.5
Key Market Influences - Legislation

There has been an unprecedented volume of legislation affecting the lighting industry over the last decade.  The increasing level of concern about the efficient use of energy, conscientious disposal of waste, and health, safety and personal welfare, has significantly affected the lighting industry, particularly the non-domestic sector as the industry successfully campaigned to exclude domestic lighting from the Waste Directives.

Some key legislative issues are summarised below:

4.5.1
Capital Incentive Allowance Scheme Relating To The Climate Change Levy 

The government has introduced tax incentives to further encourage energy efficiency which allow a tax reduction when energy efficient equipment is purchased.  Enhanced Capital Allowances (ECAs) enable a business to claim 100% first-year capital allowances on their spending on qualifying plant and machinery.  Businesses can write off the whole of the capital cost of their investment in these technologies against their taxable profits of the period during which they make the investment.  This can deliver a helpful cash flow boost and a shortened payback period.

Products eligible for ECA’s are published in the Energy Technology List at www.eca.gov.uk, together with guidelines for claiming.  Lighting products are listed in three categories:

· Lamp replacement -using efficient lamps on a one-for-one basis.

· Luminaires - with required lamps and control gear.

· Lighting controls.

This represents an opportunity for manufacturers to develop and promote energy saving lamps, luminaires and lighting control systems, and the resulting tax incentives, in their marketing material. 

4.5.2
The Climate Change and Sustainable Energy Bill

The Climate Change and Sustainable Energy Bill is designed to make provision for the reduction of emissions from greenhouse gases and was first introduced in the House of Commons in June 2005.  The bill aims to promote renewable energy sources and focuses on the management of energy in buildings, seeking an amendment of the Building Regulations to ensure that all buildings contain renewable and sustainable energy devices.  If successful, the Bill represents yet another reinforcement of the move to increase energy efficiency and reduce environmental impact, and is likely to stimulate increased usage of lighting controls and further developments of energy saving lighting products.

The Bill passed its Third Reading on 12 May 2006 and now has to be considered by the House of Lords, with a “Second Reading” on 25th May.  The Bill will then have to go through Committee and Third Reading stages in the House of Lords, but is not expected to face much delay there.
4.5.3
Energy White Paper

In an Energy White Paper entitled ‘Our Energy Future – Creating a Low Carbon Economy’ published in March 2003, the Government stated that it would focus efforts to achieve its environmental goals primarily through emissions trading, increasing renewables capacity and improving energy efficiency, and proposed to boost funding for energy-efficient products by £300 million. The government is now in the process of setting in place more foundations for the 50-year energy strategy, plotting the route to meet the targets and putting in place plans for the long term. The Second Annual Report on the Energy White Paper can be found at www.dti.gov.uk.

4.5.4
Code for Sustainable Buildings

The government has initiated a Code for Sustainable Buildings which will encourage use of energy efficient lighting thereby increasing demand for higher value domestic products..  From April 2006, all new homes receiving government funding have had to meet the demands of this new Code, and local authorities are being encouraged to apply similar standards to private homes. 

4.5.5
Building Regulations 

To ensure energy efficiency in lighting, Building Regulations are continually being amended and upgraded. The regulations currently apply to all new buildings and refurbishments of over 100m² floor area.  

The document provides design information in the following areas for non-domestic buildings:

· Effective use of daylight.

· Selection of lamp types.

· Associated control gear and power factor correction.

· Luminaire efficiency.

· Use of lighting controls.

The requirements can be met by selecting an efficient lamp, control gear and luminaire performance combination, along with lighting controls that make maximum use of daylight and avoid unnecessary lighting during times when spaces are unoccupied.

The 2002 Building Regulations Part L2 Approved Document gives recommendations that aim to encourage the maximum use of daylight and to avoid unnecessary lighting during the times when spaces are unoccupied.  The Approved Document also contains guidance on the control of display lighting and states that Part L requirements would be met if display lighting were on separate circuits that could be switched off at times when people will not be inspecting the displays.  

While the requirement to maximise the use of natural daylight will tend to adversely impact upon the overall non-domestic lighting market, the UK climate and short winter days mean that there will continue to be a need for supplemental artificial lighting.  Furthermore, the regulations have produced a significant stimulus to the lighting controls sector. 

4.5.6
The Atex Directive

On 31st July 2003, the Atex (Atmosphere Explosive) European Directive came into force, enshrined in the UK’s Dangerous Substances and Explosive Atmospheres Regulations.  This legislation impacts on all areas of industry since its application applies to all equipment, electrical or mechanical, used in hazardous locations.  A critical feature of this legislation is that areas of responsibility are assigned to both manufacturers/suppliers and employers/users.  Equipment that pre-dates the Directive will become obsolete and products complying with the new standard must be used.  Trade sources indicate that more than 50% of industrial process applications include a hazardous area. There is therefore a large potential market for supplying lighting products, such as specialist lighting, to comply with the Atex Directive, in many cases for replacement applications.

It is understood that standards embraced by the Atex Directive include more stringent impact testing of lighting products (for hazardous/explosion areas), vibration testing and ageing tests, etc, which would tend to encourage product innovation to fully meet the requirements of the Directive.  

4.5.7
IEC 61508

IEC 61508 concerns the functional safety of electrical, electronic and programmable electronic safety related systems.  It is understood that certification to IEC 61508 is becoming increasingly accepted as demonstrating ‘best practice’, with several specifiers making compliance with this standard a requirement of contracts.  This ‘upgrading’ will also tend to benefit lighting manufacturers.

4.5.8
Waste Electrical and Electronic Equipment (WEEE) Legislation

The WEEE Directive aims to reduce the rapidly rising quantity of waste arising from electrical and electronic equipment by increasing re-use, recovery and recycling.  This sector is one of the largest known sources of heavy metals and organic pollutants and, prior to the introduction of this legislation, more than 90% of WEEE went to landfill or was incinerated without treatment.

The legislation, which came into effect in August 2005, makes producers responsible for taking back and recycling electrical and electronic equipment (known as producer responsibility) and sets down targets for recycling and recovery of materials and components from the separately collected waste. Lamps used in non-domestic applications are covered by the Directive, with the relatively short replacement cycles and high costs of recycling (lamps require a specialised process that separates out the different elements of lamp waste) placing a particularly high burden on manufacturers.  Companies such as Fotolec Technologies plc offer a not-for-profit recycling service for their specialist Glass Guard® lamps.  

Luminaires are covered by the legislation when replaced on a like for like basis, although recycling is more straightforward and comparatively less costly than for lamps.  The legislation, therefore, provides an incentive for manufacturers to incorporate environmental efficiency into product design, as well as encouraging manufacturers to develop products which offer greater longevity.
Under the WEEE legislation producers can meet their legal obligations by joining a Collective Compliance Scheme, which not only takes on their legal obligations but also achieves a critical mass for commercial and efficiency reasons and outsources the demands of administration and compliance.

4.5.9
The ROHS Directive

The ROHS Directive facilitates the dismantling and recycling of waste electrical and electronic equipment by restricting the use of hazardous substances used in their manufacture. From July 2006, the use of lead, mercury, cadmium, hexavalent chromium, poly-brominated biphenyls (PBBs) and poly-brominated diphenyl ethers (PBDEs) will be banned in new products. PBBs and PBDEs are flame-retardants used in plastics. The Directive provides a small number of exempted processes where the use of these materials will be allowed to continue in certain applications until alternatives are found.

The UK lighting industry has responded to this legislation by creating two organizations to comply with waste obligations.  

· Recolight Ltd is a not-for-profit company established by the four major lamp manufacturers and open to all lamp producers in the UK with the aim of meeting producers’ responsibilities under WEEE.  Full information on the scheme and services offered can be found at www.recolight.co.uk.
· To comply with obligations related to disposal of non-household luminaires, the Lighting Industry Federation has established the not-for-profit enterprise Lumicom.  Further information is available at www.lumicom.co.uk.

4.5.10
BS5489:2003

Formerly known as prEN13201 or the CEN code, this is a new code of practice regulating street lighting.  The purpose is to control uniformity of lighting levels, and provide the opportunity to light at lower levels than previously.

The code is encouraging manufacturers to design products to meet the demand for different light sources within existing infrastructure with the emphasis on energy saving.

4.5.11
The Clean Neighbourhoods and Environment Bill 2005

Legislation relating to light pollution has been introduced as part of the Clean Neighbourhoods and Environment Bill 2005.  Under this legislation, anyone who finds that artificial light emitting from premises is ‘prejudicial to health or a nuisance’ will be able to complain to the local council, with potential fines of up to £50,000 if nothing is done to remedy the situation.  A number of types of premises where safety is considered of paramount importance, have been excluded from the legislation , for example, airports, harbours, transport terminals, public service vehicle operating centres, lighthouses and prisons.  

This Bill is likely to produce increased demand for lighting products which direct lighting only to where it is wanted, offering potential for manufacturers to add value, as well as the opportunity to offer replacements.  Furthermore there will be the opportunity for manufacturers to offer retrofit louvres and shields onto luminaires to direct the light emitted more precisely.

Companies such as Cooper Lighting and Security have responded to the opportunity with a restyled version of its successful Crompton Darksky floodlight, which has played a significant role in combating light pollution over recent years.

4.5.12
The Disability Discrimination Act (DDA)

The Disability Discrimination Act 1995 (DDA) came in to force on 1st October 2004 and has made it compulsory for employers and service providers to take reasonable steps not to discriminate against disabled people. The final phase of the Act has now come into force, and steps must now be taken to make reasonable adjustments to the physical features of buildings to overcome physical barriers to access. 

Lighting levels and the nature of finishes and furnishings can have a significant effect on people with disabilities.  Lighting and finishes need to be co-ordinated to avoid uneven lighting levels, reflective glare, lighting levels that are too low and surface finishes which are not contrasting and therefore difficult for a person with sight impairment to distinguish.  It is also recommended that lighting be used to highlight internal steps and safety hazards.

4.5.13
Other

In addition to the above, the UK non-domestic lighting market is influenced by comprehensive legislation including, for example, the Fire Precautions (Work place) Regulations 1997, and EC DIR 90/270/EEC requiring employers to provide suitable levels of illumination.  In general, trends to ‘creeping legislation’ from sectors outside the lighting market will also tend to add value to the market, in the short, medium and long term, for example, the requirement for illumination of road works at night.

4.6
Key Market Influences – Non-domestic Sector

4.6.1.
Construction Activity

Non-housing construction output has been relatively buoyant in recent years, primarily due to the growth of commercial activity and government investment.  Repair and maintenance output (RMI) has also shown steady growth and this sector is worth nearly double that of new construction.

The prospects for non-housing construction remain positive primarily driven by investment in health, education and infrastructure developments. Healthcare is in the middle of major investment through a combination of procurement routes – LIFT, ProCure21 and PFI – providing a wide range of new facilities. Major funding problems in healthcare are emerging in 2006 which may negatively impact on construction activity in the short term, but overall plans are unlikely to be significantly affected - at least until the next General Election

Education represents a major opportunity for suppliers of all building materials, with a £40 bn investment in the Building Schools for the Future programme over the next decade. This includes a mix of new developments and major refurbishment projects, with a heavy focus on cost an denergy-efficient lighting systems to meet the demands of a wide range of applications.

PPP/PFI project funding have had a significant impact on the UK lighting market in the last few years.  Funding of almost £7 billion for local government PFI will be supported over the Spending Review 2002 period (2003-04 to 2005-06). This compares to £4 billion available over the previous Spending Review period (2001-02 to 2003-04) and means that projects will have benefited from funding of over £12 billion between 1997/98 and 2005/06. Funding in 2005/06 will be 50% higher than the original spending plans for 2003/04 and will more than double spending for the transport, social services and culture/sports sectors.

PFI schemes are stimulating demand for lighting products in the non-domestic sector.  With significant emphasis placed on longer term running costs in schools, hospitals and other public buildings, the focus is on low maintenance and energy saving solutions which means that the initial capital expenditure on lighting products will favour more high unit cost solutions.  

One example of the benefits of PFI for the lighting market is illustrated by Ealing Council’s award of the project to renew and upgrade street lighting across the borough to EDF Energy in April 2005.  The 25-year contract involves more than 20,000 items of equipment with a replacement value in excess of £20 million.  It is estimated that over 750,000 streetlighting columns will be renewed through the country through PFI projects over the next five years.

4.6.2
Security

Increasingly sophisticated surveillance equipment demands sophisticated illumination solutions for clearer picture rendition.  Product innovation in the security equipment market, coupled with steady growth has had a positive impact on the non-domestic lighting sector.  

The following table is extracted from AMA’s Electronic Security & Fire Alarm Systems Market Report - UK (June 2005) and illustrates the development of the CCTV market from 1998-2005:

	Table 9: UK CCTV Market (End-User Prices) ‑ 1998‑2005 (£m)

	Year 
	Market
(£m)
	Change
(%)

	1998
	382
	

	1999 
	427
	+ 12

	2000 
	470
	+ 10

	2001 
	500
	+ 6

	2002 
	535
	+ 7

	2003 
	556
	+ 4

	2004 
	573
	+ 3

	2005 Est
	590
	+ 3

	Source: AMA Research/Trade Estimates



Although the high levels of growth at the end of the 1990’s have tailed off, modest growth is still forecast.  The value of the market according to the table above has risen, but at lower rates as a result of cheaper imports from the Far East but the level of activity continues to be strong, particularly in public sector applications such as health and schools.

Existing security systems are being replaced with more sophisticated cameras and digital recording equipment.  This increased level of specification demands more sophisticated lighting solutions and the opportunity for the lighting market remains positive.

As well as security systems, the benefits of well-lit areas as a deterrent to crime and anti-social behaviour has been recognised and local authorities are investing in better lighting in public areas both through PFI initiatives and through their regular maintenance budgets.

4.6.3
Olympic Bid and Sports/Leisure Facilities

The 2012 Olympic Games is expected to boost the lighting sector by something in the region of £100 million over the next six years.  Exterior, amenity and sports floodlighting specialists will particularly benefit, but the investment in regeneration and infrastructure around the Games is expected to boost all sectors.

£75 million investment is anticipated for lighting of stadia, the Olympic park and village and transport links.  £25 million is earmarked for lighting associated with regeneration projects.

In addition to the effect of the Olympics on the market, the Department for Culture, Media and Sport (DCMS) is committed to improving sports facilities in the UK.  This will increase demand for lighting, including specialist services such as floodlighting.  The Government has pledged over £1 billion for the development of over 4,000 new or refurbished public sports facilities and an extra £300 million was promised to British Sport in the March 2006 Budget.  Plans announced in April 2006 by UK Sport pledged £17m will be invested in 2006/7, £23.2m in 2007/8 and £25.1m in 2008/9. 

4.7
Key Market Influences – Domestic Lighting Market

4.7.1
Private Housing Market

The performance of the housing market has a major impact on the lighting market by generating demand for new or replacement lamps and luminaires.

New house-building levels remain at very low levels in relation to overall demand, though have shown some indications of a modest recovery in 2004/05, which has continued into early 2006.  Although increased levels of supply are forecast over the next few years, the timing of changes in volume output is difficult to forecast because of the lack of available land and problems in the planning approval process.  .

The key trend in new housebuilding is the switch towards smaller dwellings and apartments.  The share taken by apartments in 2005 was 45% of all new dwellings in Gt. Britain, which compares with less than 20% in 2000 and this will inevitably reduce the number of light fittings required per dwelling.

House price inflation affects consumer confidence and influences decisions on spending on property which also affects lighting spend.  Annual house price inflation for 2005 averaged 3% and the price of a typical house in the UK in April 2006 was £163,573.  Predictions for performance over the coming months are mixed, with the lack of first time-buyers being cited as the main reason for holding back inflation.  Major financial institutions are indicating growth continuing at around 3 - 4%, which will impact on major home improvement and refurbishment projects, including lighting.

The following table illustrates the number of permanent dwelling started and completed in the UK between 2000/1 and 2004/5:

	Table 10: Housebuilding: Permanent dwellings Started and Completed, UK

	Year
	Started
	Completed

	2000/01
	185,628
	176,499

	2001/02
	194,992
	175,108

	2002/03
	195,289
	183,752

	2003/04
	212,249
	190,031

	2004/05
	226,109
	205,740

	Source: ODPM



Housebuilding starts have increased almost 22% in the four years since 2000/01 with completions increasing by almost 17%.  However, as with the non-housing sector, the impact on the lighting market of housing construction activity is not expected to be significant over the short to medium term.

House-moving levels have a major influence on the overall housing market and also have a direct effect on the lighting market, with decorative improvements often undertaken on moving into a new house and also as a means of increasing property value.

The table below illustrates the number of property transactions in England and Wales from 2000 to 2005: 

	Table 11: Number of Property Transactions in England and Wales 2000-2005

	Year
	Volume (m)
	Change %

	2000
	1.43
	- 3

	2001 
	1.46
	+ 2

	2002
	1.58
	+ 8

	2003
	1.35
	- 14

	2004
	1.79
	+ 32

	2005
	1.53
	- 14

	Source: HM Revenue & Customs/AMA Research



The property transactions market shows fluctuations in activity, particularly in recent years.  High levels of personal debt have affected consumer confidence in the last few years and this, coupled with the difficulty first-time buyers have affording to buy, suggests property transactions will not increase significantly in the near future. However, commentators believe the underlying picture remains reasonably healthy and demand firm.  In spite of fluctuations on a monthly basis, the overall level of activity is buoyant. 

Households

The following table shows the stock of dwellings in Great Britain with the total number at the end of 2005 estimated to be just over 25 million showing the continued trend of slow growth:

	Table 12:  Stock Of Dwellings Great Britain – 1995-2005

	Year
	Dwellings Stock 
(Millions)

	1995
	23.8

	1996
	24.0

	1997 
	24.1

	1998
	24.3

	1999
	24.4

	2000 
	24.6

	2001
	24.7

	2002 
	24.9

	2003
	25.1

	2004
	25.3

	2005
	25.5

	Source: ODPM/AMA Research



Annual dwelling stock has increased by approximately 6% in the ten years 1995-2005.  This growth provides an underlying positive trend for the lighting market.

Most analysts indicate the current level of demand for new housing will increase in the medium to long term, with a recent government survey forecasting the need for an additional 4 million homes over the next 20 years to meet the demands of smaller household sizes and general population growth.

4.7.2
Exterior Lighting 

Domestic exterior lighting continues to enjoy a boom.  The focus of attention on the garden as an additional living space has led to an increase in garden landscaping projects as a means of improving the domestic environment and adding value to property.  Hotter summers plus the popularity of patio heaters and barbecues means the garden can be used longer into the evening as well as longer throughout the year, and has helped to greater usage of garden lighting products.  

Estimates indicate outdoor products make up around 18-20% of domestic residential lighting, up from just 7% five years ago, which would indicate a market value of approximately £90 million.

The influence of makeover programmes and an increased interest in design has meant the development of new uses for outdoor domestic lighting.  Plant and architectural uplighting pinpoint features in the garden and more general low-level lighting provides ambience.  Where gardens are used for entertaining a range of party lighting such as weatherproof fairy lights is now available.  In addition, the more functional applications of security and safety have become an art form, with a variety of affordable controlled lighting options available.  

Specialist ranges of decking and patio lighting products have been developed to meet demand and the use of LED lighting has created a high value option.

4.7.3
Interior Design

Lighting has become a key feature in interior design schemes with a wide variety of products and effects achieved through new affordable technologies.

It is estimated that 75-80% of the products currently on the market are contemporary in style, manufactured using materials such as glass and chrome and typically featuring more expensive halogen lamps.  The trend is also for a greater number of lower level lighting fixtures within a room, leading to an increased demand in the number and variety of lamp being used.  Luminaires with multiple lamps are popular, as are smaller multiple ceiling fittings.

The popularity of home improvement television programmes and magazines suggests a continued demand for contemporary-styled replacement products.  With retailers putting pressure on suppliers to keep prices low, and new designs being cheaply manufactured in countries like China, the demand for replacement luminaires and the higher value lamps they use looks set to continue. However, there are indications that the media spotlight on makeover programmes and articles has passed its peak at present, though this may recover at some stage.

5.
THE UK LAMPS MARKET

5.1
Definition

The principal categories of lamps include:-

· Incandescent.

· Tungsten Halogen.

· Fluorescent.

· Compact Fluorescent Lamps (CFLs).

· Discharge.

· Induction.

· Fibre optic light sources.

· Light emitting diodes (LEDs).

5.1.1
Incandescent

Also known as General Light Service (GLS) lamps, the incandescent lamp is what most consumers understand to be the standard light bulb.  The GLS lamp with a bayonet or screw fitting is the most popular lamp in the UK typically rated at 1,000 hours over a 15-200 watt output.  Incandescent lamps continue to enjoy a high volume share of the lamps market, although value share is less because of the low price. 

The incandescent lamp is a source of artificial light that works by incandescence, in which an electric current passes through a thin filament, heating it and causing it to emit light. The "bulb" is the glass enclosure around the filament that often contains a vacuum or is filled with a low-pressure noble gas to prevent the filament from burning out due to evaporation at the high temperature.

The incandescent lamp is a flexible technology and has been adapted to meet a diverse range of specialist applications including low voltage, ‘natural daylight’, aquatic, candle, globe and reflector lamps.  However, their relatively poor energy efficiency (98% of power is wasted as heat) and yellowish colour means that incandescent light bulbs are gradually being replaced in many applications by alternative lamps.

The ‘Big Four’ lamp manufacturers in the UK market are GE Lighting, Philips, Osram and Sylvania, although none of these companies manufacture their lamps in the UK.  In the face of own-brand lamps and a squeeze on margins by major retailers, several manufacturers have introduced to the market branded product innovations in an attempt to maintain margins.  Philips for example have the Softone and Krypton ranges, Osram market the Active and Relax ranges of incandescent lamps to either light effectively or create ambiance and GE Lighting has the Enrich brand.

5.1.2
Tungsten Halogen 

Tungsten Halogen lamps have a tungsten filament sealed into a clear "capsule" filled with a halogen gas. As the tungsten filament evaporates, light is chemically re-deposited at the hot spots, preventing the early failure of the lamp. This also allows halogen lamps to be run at higher temperatures (which would cause unacceptably low lamp lifetimes in ordinary incandescent lamps) allowing for greater brightness, whiter colour temperature, and longer life times.  As such, halogen lamps are considered to be the obvious replacement for GLS lamps.

Key application areas for tungsten halogen include printing origination, data projection, spot lighting applications, display lighting for commercial applications and production work illumination for intricate and precise work operations (for example sewing and homeworking operations).  

The trend is towards miniaturisation with halogen capsule lamps being offered for specialist purposes.  Sylvania is one of the leading manufacturers of halogen lamps, offering the Hi-Spot range and Cool fit low voltage reflectors amongst others. 

5.1.3
Fluorescent Lamps

A fluorescent lamp uses electricity to excite mercury vapour in argon or neon gas, resulting in plasma that produces short-wave ultraviolet light. This light then causes a phosphor to fluoresce, producing visible light.

Unlike incandescent lamps, fluorescent lamps always require a ballast to regulate the flow of power through the lamp. In a compact fluorescent light bulb, the ballast is integrated with the lamp, allowing it to be used in the sockets for incandescent lamps.

Fluorescent tubes are usually designated with the prefix ‘T’, followed by a number indicating the diameter of the tube in eighths of an inch – for example ‘T12’ is twelve-eights or 1½" diameter (or 38mm).  

The market for fluorescent tubes is characterised by an underlying trend towards more energy-efficient tubes of a reduced diameter – for example, a reduction in diameter from T12 to T8 and T5, and even to T2, used for concealed lighting. The move towards reduced diameter and more efficient fluorescent tubes plays an important part in reducing overall electricity consumption and ultimately the level of greenhouse gases, etc, with high performance levels only achieved in conjunction with specially designed electronic control systems. 

Many people find the color spectrum produced by some fluorescent lighting to be harsh and displeasing so tubes are also labelled by the colour effect they produce.  Colour is usually indicated by WW for warm white, EW for enhanced (neutral) white, CW for cool white (the most common), and DW for the bluish daylight white. BL is often used for blacklight (commonly used in bug zappers), and BLB for the common blacklight-blue bulbs which are dark purple.  

Fluorescent lamps are much more efficient than incandescent light bulbs of an equivalent brightness. A fluorescent lamp producing as much useful visible light energy as an incandescent lamp may require only a third to a quarter as much electricity input. Typically a fluorescent lamp will last between 10 - 20 times as long as an equivalent incandescent lamp.

Product development is focused on specialist applications for specific end users.  For example, Sylvania’s Gourmet is designed for lighting red meat in supermarkets, butcher shops and restaurants and ‘shatterproof’ tubes which have been developed for use in applications where contamination from broken tubes and fragments needs to be avoided.  In May 2006 Whitecroft Lighting launched an extension to their Cascade range specifically for classroom environments.

Legislations both helps and hinders prospects for fluorescent tubes.  On the one hand, climate change legislation favours the low-energy nature of these lamps, but on the other WEEE and the EU’s Directive on the Restriction of Hazardous Substances make the recycling responsibilities more onerous.

5.1.4
CFLs (Compact Fluorescent Lamps)

Compact fluorescent lamps have essentially the same properties as their linear counterparts but are configured as turn shapes, sometimes in the style of GLS lamps, and can be used in the same applications as GLS lamps (with appropriate luminaires).  However, they use considerably less power than incandescent lamps, have excellent colour rendering, an integral starter and an average life of 10,000 hours.  

CFLs are ideally suited to commercial environments where energy saving is paramount and clear colour rendition is important, such as retail environments.   They also provide a viable alternative for use in the home as, although they require special fixtures, the size of lamp and quality of lighting is similar to GLS.

Megaman UK Ltd is at the forefront of CFL product innovation employing their Ingenium technology.  They also claim to have the smallest CFL with the Liliput range, recently enhanced with eco-friendly features.  Philips Lighting has introduced a range of lamps including Esaver and the PL range.  

5.1.5
High Intensity Discharge (HID) Lamps

High Intensity Discharge (HID) lighting technology replaces the filament of the light bulb with a capsule of gas. The light is emitted from an arc discharge between two closely spaced electrodes hermetically sealed inside a small quartz glass tubular envelope capsule. To operate, they require ballasts, which supply proper voltage and control current. The amount of light produced is greater than a standard halogen bulb, while consuming less power, and more closely approximating the colour temperature of natural daylight.  HID Lamps include the following:

· High Pressure Sodium Lamps – a unique combination of good colour appearance and very high efficacy, higher luminous flux and longer life.  These lamps are suitable for floodlighting , street lighting and plant growing, with a life expectancy of around 30,000 hours.

· Metal Halide Lamps (including Quartz and Ceramic Metal Halide) - produce a white light and have a high colour rendering capability which is particularly appropriate for projector lamps, commercial interiors, floodlighting, and street lighting, with a life expectancy of around 20,000 hours.  

· Low Pressure Sodium Lamps - Monochromatic low pressure sodium discharge lamps with a very high luminous efficacy.  Suitable for use in security and safety as the nature of the light clearly reveal objects, vehicles and obstructions to full advantage.

· High Pressure Mercury Lamps - Universal use mercury vapour discharge lamps, combining excellent colour rendering with good efficacy and long life.  Suitable for display and floodlighting, hotel, office, building and monument lighting.

Sylvania has created a range of HID products for different applications including the BriteSpot range.  BLV have launched Growmaster, metal-halide and high-pressure sodium lamps specifically for plant growth in commercial greenhouses.  In May 2006 Sill Lighting announced the launch of IP67 buried uplighters that enable metal halide lamps to be safely installed as uplighters buried in the ground.

Osram offer the Powerball HCI and Powerstar range of HID which uses a round ceramic arc tube patented by Osram.  

As the expectations of public and outdoor lighting are raised, so manufacturers are responding with product innovation making HID lamps one of the fastest developing lighting technologies.

5.1.6
Fibre Optic Light 

Highly concentrated light from a focussed lamp source travels along fibreglass cable to terminations that may be situated a considerable distance from the ‘illuminator’ or ‘generator’ light source.  Examples of light source lamps include metal halide, halogen and xenon, whilst the illuminator usually includes control electronics and cooling components in addition to the lamp.

The advantages of fibre optic lighting may be summarised as follows:

· Removal of electrocution hazards and the generation of heat.

· Use in submersible and weather resistant applications.

· Can be positioned away from the termination - of particular significance in underfoot and vandal-resistant applications.

· Suitable for inaccessible positions where re-lamping with conventional luminaires is difficult.

· Low maintenance.

· No UV/IR radiation.

· Low running costs.

· Provides designers with higher levels of flexibility and versatility, thereby facilitating the creation of artistic, creative lighting schemes for a wide range of applications.

· Fibre optic technology is particularly advantageous for applications such as museum display cases where the glass fibres filter out harmful UV rays and reduce heat input into the case.  Exterior lighting and highlighting architecture also benefit from the waterproof nature of the cables and their ability to introduce colour change.  Other applications include special effects where small pinpoints of different coloured lights can create ambience or illustrate something, for example, a map.

Although the technology for fibre optics is developing all the time, there are still issues around reliability and colour rendering, particularly with an influx of cheaper, poor quality products.  The specification and installation of fibre optic lighting is a specialist skill and designers are improving their knowledge and application all the time.  

Companies supplying fibre optics are commonly niche sector specialists, with significant players including Absolute Action, Crescent Lighting, Fibre Optic FX, PLM Illumination and Universal Fibre Optics who, in May 2006, were selected to provide fibre optic lighting effects for the Gran Casino Aljarafe development in Seville, Spain. 

5.1.7
Light Emitting Diodes (Opto-Electronic Solid State Illumination)

Light emitting diodes (LED’s) are compound semi-conductors which convert electrical energy into a discrete colour of light.  LED’s are not lighting in themselves, but must be integrated into modules or boards which, in turn, need to be integrated into fixtures and linked to power and control sources.

Unlike traditional light sources LED’s do not have a filament that will burn out or get especially hot, making them extremely durable.  This also makes them more energy efficient as a minimum amount of power is lost as heat.  Other advantages include: 

· Low power consumption.

· Long product lifespan (between 50,000 and 100,000 hours).

· Low maintenance.

· No UV radiation.

· Natural coupling for digital control.

· High light intensity and ‘full’ colours

· High levels of resistance to heat, moisture and vibration.

While LED’s have exhibited rapid growth in sales over the last few years, their share of the overall lighting market remains relatively small at present, with classic light sources expected to continue to dominate the general lighting market for at least the next decade.  The price and complexity of installation make them an unlikely replacement for general domestic lighting within the foreseeable future.  

However, their advantages have resulted in a growing share of a number of niche sub-sectors, where high mechanical strength, high light intensity, long product life, miniaturisation and colour rendition are important criteria – for example, special effect and façade lighting, traffic lighting, railway colour light signalling applications, nautical signalling, airport runways and apron illumination, backlighting of display and signage, emergency lighting and security, surgical and dentistry.  

Further share growth is expected over the next few years, although widespread usage for general lighting applications will depend upon higher brightness and lower manufacturing costs.  Products such as Vossloh Schwabe’s EasyLED range launched in May 2006, supported by power and connector products, are making LEDs easier to install and more reliable to use.

In general terms the research, development, manufacture and commercial application of LED’s tends to be carried out by the larger companies and joint venture organisations, including Osram, whose subsidiary Osram Opto Semiconductors is a major manufacturer of opto semiconductors; Lumileds, a joint venture between Philips and Agilent Technologies; and GELcore a joint venture between GE Lighting and the Emcore Corporation and Zumtobel Staff.   This reflects the considerable technical knowledge, high level of risk and financial and marketing resources needed to successfully launch highly innovative opto-electronic products.  

5.1.8
Organic Light Emitting Diodes/Polymeric Light Emitting Diodes

One of the latest lighting technological developments is represented by Organic LED’s (OLED’s) and Polymeric LED’s (PLED’s)/Light Emitting Polymers.  A sophisticated variant on LED’s, these comprise a series of amorphous non-crystalline materials which offer the possibility of larger distributed light sources, rather than point sources.  However, the production of ‘small molecule’ OLED displays involves vacuum deposition, which makes the production process relatively expensive and inflexible.

Originally developed by Eastman-Kodak, OLED technology is beginning to replace Liquid Crystal Displays (LCD’s), with the key benefits that they can offer full spectrum colour displays whilst using relatively little power to emit a substantial amount of light. The current applications such as mobile phones, digital cameras, heads-up displays in aircraft and prestigious cars show the versatility of the technology which also has the potential to act as a replacement for general lighting.  

Subsequently developed by Cambridge Display Technology, PLED’s offer the advantage over OLED’s of a much easier, less expensive and more flexible production technique.  This has the potential to deliver a wider range of backlighting, illumination and display solutions.  In May 2005, Cambridge Display Technology announced the development of a blue PLED with a lifetime of over 100,000 hours overcoming the key problem of limited lifespan.  Also affecting the commercial development of the OLED/PLED sector are the patents held by Kodak and CDT, requiring other companies to acquire a license.

In addition to OLED’s and PLED’s, a third hybrid light emitting layer has recently been developed that uses non-conductive polymers doped with light-emitting, conductive molecules.  The polymer is used for its production and mechanical advantages, without regard to its optical properties.  The small molecules then emit the light and have a similar longevity to OLED’s.

At present the principal application areas for OLED’s and PLED’s are in OEM application areas such as mobile communications, computers and consumer electronics, although in terms of the lighting market the technology offers potential, particularly in terms of display lighting.

5.1.9
Induction lamps

Induction lamps work by an electrical current passing through a low pressure of mercury vapour producing UV radiation; this is absorbed by the phosphor coating and emitted as light. Induction lamps have no electrodes or wire connections into the lamp; instead there is an induction coil in the glass bulb, which is connected to a high frequency supply generated by control gear mounted in the lamp cap. Due to the lack of electrodes, the lamp is more efficient and has an extremely long life. The Philips ‘QL’ Lamp claims to last up to 60,000 hours, around 15 years of professional use.

In appearance, Induction lamps look like a regular lamp, similar in appearance to reflector lamps. Advantages include:

· Low energy lamp (higher efficiency), providing economic and environmental savings

· Reduced ongoing maintenance costs due to long life

· Reliable (Low failure rate)

· Low heat dissipation

· "Flicker-free"

· Excellent colour rendering and appearance

· Even diffusion and wide beam with no filament ‘hotspots’

· Instant restart

· Frequent switching does not adversely affect lamp life

However, despite the advantages, Induction lamps incur a higher initial cost which may deter purchasers, regardless of the lower operating costs.  Additionally, the physical size of the lamps compared to smaller alternatives renders them unsuitable for certain applications as well as the limitations of use with control devices. 

However, lower priced products have been introduced to the market such as Victory’s new ‘Saturn’ lamp range designed for outdoor, street lighting, industrial and high bay units and are marketed with the benefit of being ‘fit-and-forget’.  There is the potential to replace incandescent lamps with products such as GE’s ‘Genura’ lamp.  Genura claims to be the world’s first commercial light source to combine the electrodeless induction lamp and all associated electronic control gear into a single retrofit unit.  Other pioneers of this technology include Matsushita and Philips.

5.1.10
Other Light Sources

El Wire, also known as ‘Lytec’ El wire or glow wire is an innovative portable semiconductor cable which creates a continuous, glare-free light that is bulb-free and cold, with up to eight colours available.  The 2.3mm diameter cable is indicated to be the most flexible and brightest, although a heavy-duty cable of 3.2m is supplied, with low power consumption at around less than 0.1m Amps per foot.

Developed by Livewire Enterprises, this electro-luminescent lighting is appropriate for a range of illumination applications, including museum and store displays, safety lighting, event and entertainment lighting, with the capacity to withstand vibration stresses on high-speed rides at theme parks.

Recently purchased by the Eaton Corporation, the Fusion Systems Corporation in the United States discovered that when sulphur is bombarded by concentrated microwave energy in a bulb containing argon it forms a plasma which glows and produces a similar light to sunlight.  Applications including the illumination of arenas, large areas, or with a light pipe to illuminate tunnels, multi-storey car parks, and similar.  An important advantage of the sulphur lamp is that it is mercury free with significant environmental advantages.

5.2
Sector Size and Trends

The UK Lamps market is estimated to be worth around £383m at manufacturers prices in 2005.  Lamps are considered a commodity and are therefore less susceptible to economic fluctuations.  Although value is eroded by the influx of lower value products and the retailers demand for value in standard lamp products, there is an increasing demand for higher value products such as halogen lamps.  The trend for using increased numbers of lower-level lights rather than one high-watt source also increases the demand for lamps and the numbers indicated in recycling programmes suggest that demand remains strong.  

The following chart provides an illustration of the market’s performance since 1999 and provides forecasts to 2009:-

Chart 13: UK Lamp Market Current Prices 1999-2009 £m MSP
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Following a difficult period in the early 1990’s, market growth reached a peak of 4% in 1997 before price erosion and a downturn in lighting expenditure prompted lower levels of 1-2% between 1998 and 2000.  Significant price erosion in the GLS and subsequently CFL sectors was a contributory factor to this slowing growth.  

Over the last five years, levels of annual growth have typically been around 0 - 2%.  The market has been affected by cheaper imports, and highly competitive conditions mean there are now no lamp manufacturers in the UK.  For example, Philips Lighting has transferred the production of incandescent lamps to Poland, while Sylvania Lighting announced the closure of their factory in Doncaster in Feburary 2006 with future production moving to Tunisia.

Recent years have also seen several major wholesalers centralise their logistic structures resulting in a reduction in stock holding and, ultimately, in levels of orders to lighting manufactures and suppliers.

Political and economic factors have also affected growth opportunities with economic and consumer confidence at a lower level than in previous years.  

Since late 2003, however, signs of recovery have been noted, particularly with the high levels of investment in government projects particularly in health and education.  Investment in specialist health projects such as the MRI room at Alder Hey Hospital demand more sophisticated use of lamps with the focus on long-term operating costs over initial capital investment.  This suggests short to medium-term potential for market growth while the investment programme is rolled out.

Despite the slow growth in commercial building, the trend for expressing commercial and civic pride in a well-lit environment or ‘statement’ lighting of key architecture is generating demand for outdoor lighting using higher value lamps.  Also, the focus on improved amenity lighting as a result of legislation and investment in communities has initiated refurbishment projects where local authorities are awarding PFI contracts, positively impacting the lamp sector.  

Lighting is still considered an important factor in interior design and this trend fuels consumer awareness and expenditure and is reflected in a general move to mor einnovative styles in the domestic market.  

Lamps need to be replaced and the availability of energy-saving products is maintaining market value despite the intense price competition amongst GLS products.  There is debate as to how far the longer lifecycles of these products is dampening growth.  This is balanced by the continuing popularity of Tungsten Halogen light sources which generally have a shorter life span.

The importance of brand in the domestic sector is indicated to be minimal, with the relatively low unit price of lamps resulting in a low level decision making process.  Therefore, the perceived quality induced by a brand name is generally considered to be relatively low in the domestic sector.  However, brands within the non-domestic sector are indicated to be more important due to the increased features and benefits usually associated with higher value brand names.  Issues such as lower maintenance, longer lamp life, good levels of colour rendering, etc, are considered to be more important in the non-domestic sector and therefore products are often specified according to these characteristics, which may involve a brand name.  

Future growth prospects for the UK lamps market are cautious with value growth limited over the next few years due to continued price erosion but then growing by a modest 1% per annum as demand for new projects is realised.  

The main factors that are expected to impact upon growth in the lamps market over the short to medium term future are:

· Product innovation and development (e.g. trend towards ‘miniaturisation’ of lamps).

· Development of new markets and new applications.

· The demand for cost and energy efficiency.

· Further price erosion of certain lamps including GLS and CFLs.

While there are significant developments occurring in the LED, organic LED and fibre optic markets, the rate of progress should not be over-stated, particularly as anecdotal evidence suggests that there has been a tendency to ‘talk-up’ potential market trends.  This, coupled with the influx of cheaper and poor quality copies, affects reliability and holds back the demand for applying new technologies.

It is understood that the fluorescent tube is still the most effective form of lighting for general commercial lighting and that there is no short or medium term likelihood of tubes and bulbs being rapidly replaced by alternative sources of light in office applications. 

In terms of domestic applications, incandescent bulbs still remain the most popular, although these are steadily being superseded by Halogen and CFL’s, as trends move towards ‘miniaturisation’, long life and energy saving.

In the short to medium term future, the trend towards higher value lamps such as Tungsten Halogen bulbs and T5 Fluorescent tubes is expected to continue, while lower value lamps are expected to decline.  Innovative products such as LED’s and Optic fibre lighting will provide value growth in their niche markets.  Growth is also anticipated for CFL’s as these products become more affordable and at the same time rewarded by the Government’s ‘Capital Incentive Scheme’ for the use of energy-efficient and eco-friendly products.

5.3
Imports and Exports

The UK lighting market has historically operated a trade deficit in lamps and the pattern has not changed.  More than £285m lamps were imported into the UK in 2005, only a small increase on import values for 2003, reflecting the fact that the lamps market is mature and static.  However, exports for 2005 were down nearly 22% on 2003 which reflects the closure of many lamp factories and the end of lamp manufacture in the UK for the domestic end-user.

The following table illustrates how lamps imports and exports have changed between 2003 and 2005:-

	Table 14: UK Imports & Exports of Lamps - By Value £m 2003 and 2005

	Product
	Exports
	Imports

	
	2003
£m
	2005
£m
	2003
£m
	2005
£m

	Sealed Beam 
	4.05
	4.22
	6.03
	8.98

	Tungsten Halogen
	17.90
	23.82
	31.40
	37.09

	Filament
	9.08
	9.91
	58.11
	56.57

	Discharge including Fluorescent
	95.02
	48.55
	139.83
	147.84

	UV / IR / ARC
	28.2
	24.45
	25.3
	22.03

	Components  / Parts
	12.12
	9.08
	21.10
	13.36

	Total
	166.37
	130.03
	281.77
	285.87

	Source: HM Customs / AMA Research



The general trend over the period 2003 to 2005 has been for a slight increase in imports in all categories.  The exception is in filament lamps (down nearly 3%) and UV/IR/ARC lamps.  Imports in this category fell by nearly 13%, although exports also fell over the period by the same share, 13%.  This may reflect a drop in demand because of quality issues associated with imported lamps where the technology is very new or sophisticated.

Components and parts have also seen a significant reduction in trading activity for both imports and exports, perhaps reflecting the decline of the UK as a manufacturing base. 

The following chart illustrates the key geographical import and export areas for the UK lamps market between 2003 and 2005:-

	Chart 15: UK Lamps Import / Export Activity by Geographical Region 2003 & 2005 by Value

	Product
	Country
	Imports 2003

£m
	Exports 2003

£m
	Imports 2005
	Exports 2005

	Sealed Beam
	EC
	2.54
	2.62
	2.00
	1.75

	
	W Europe Exc EC
	0.03
	0.13
	0.05
	0.19

	
	Eastern Europe
	0.02
	0.08
	0.05
	0.02

	
	North America
	0.38
	0.13
	1.07
	0.68

	
	Other America
	-
	0.02
	-
	0.09

	
	M East and N Africa
	0.04
	0.17
	0.10
	0.35

	
	Sub Saharan Africa
	0.01
	0.25
	0.09
	0.26

	
	Asia and Oceania
	3
	0.64
	5.69
	0.86

	Tungsten Halogen
	EC
	18.19
	11.85
	27.42
	13.27

	
	W Europe Exc EC
	0.02
	0.24
	0.01
	0.18

	
	Eastern Europe
	2.57
	1.05
	0.03
	0.09

	
	North America
	1.62
	2.49
	0.21
	6.25

	
	Other America
	0.02
	0.22
	0.03
	0.09

	
	M East and N Africa
	0.02
	0.62
	0.08
	0.51

	
	Sub Saharan Africa
	0
	0.08
	0
	0.20

	
	Asia and Oceania
	8.96
	1.35
	8.29
	3.21

	Filament
	EC
	20.29
	4.95
	43.72
	5.25

	
	W Europe Exc EC
	0.04
	0.05
	0.07
	0.04

	
	Eastern Europe
	32.63
	0.34
	0.07
	0.13

	
	North America
	0.67
	0.15
	1.27
	2.08

	
	Other America
	0
	0.04
	-
	0.14

	
	M East and N Africa
	0.01
	0.12
	0.06
	0.57

	
	Sub Saharan Africa
	0
	0.25
	0
	0.15

	
	Asia and Oceania
	4.40
	3.17
	11.36
	1.56

	Discharge inc.
	EC
	88.73
	43.66
	121.05
	36.01

	Fluorescent
	W Europe Exc EC
	0.25
	0.55
	0.25
	0.44

	
	Eastern Europe
	27.98
	5.62
	0.49
	0.22

	
	North America
	2.36
	6.76
	2.68
	3.36

	
	Other America
	-
	-
	0
	0.17

	
	M East and N Africa
	0.64
	6.76
	0.60
	2.30

	
	Sub Saharan Africa
	-
	-
	0.01
	0.49

	
	Asia and Oceania
	19.86
	27.77
	22.77
	5.54

	ARC/UV/Infra
	EC
	19.6
	16.57
	16.33
	21.47

	
	W Europe Exc EC
	0.03
	0.33
	0.07
	0.66

	
	Eastern Europe
	0.37
	0.45
	0
	0.18

	
	North America
	3.81
	6.73
	3.62
	6.18

	
	Other America
	0
	0.14
	-
	0.08

	
	M East and N Africa
	0.08
	0.8
	0.02
	0.65

	
	Sub Saharan Africa
	0
	0.24
	0
	0.33

	
	Asia and Oceania
	1.88
	2.92
	1.99
	4.92

	Components / Parts
	EC
	8.26
	1.51
	5.44
	1.98

	
	W Europe Exc EC
	0.16
	0.31
	0.16
	0.34

	
	Eastern Europe
	0.91
	1.08
	0.07
	0.43

	
	North America
	7.85
	6.03
	4.94
	2.82

	
	M East and N Africa
	0.05
	0.79
	0
	0.71

	
	Sub Saharan Africa
	0.01
	0.16
	0
	0.34

	
	Asia and Oceania
	3.88
	1.66
	2.72
	2.22

	Source: HM Customs / AMA Research


Overall import and export activity for lamps has remained fairly static.  The key territories where significant change has taken place over the last two years are the European Union and the Asia/Oceania regions.

Most rises in imports came from European Union countries, reflecting the changes in manufacturing and operating structure implemented by the major lamp manufacturers in the last couple of years.  Other significant import increases are in Filament lamps where imports from the EC more than doubled and nearly trebled the amount of imports from Asia/Oceania over the period.

Export activity was again static with the exception of activity with Asia/Oceania region.  For example, exports in Tungsten Halogen lamps more than doubled but to a relatively modest value of £3.21 million and Filament exports to the region dropped by half.

The most significant changes are in the discharge and fluorescent product category where the last two years has seen a significant drop in exports of 80%.  It could be assumed that reliable technology has now been developed in the region and importing quality goods from the UK is no longer cost effective.

5.4
Domestic / Non-Domestic Mix

The same type of lamp can be fitted in a wide variety of applications regardless of the setting, making a distinction between the domestic and non-domestic sectors complex.  Given this limitation, the chart below illustrates our estimates of the relative size of these two sectors:-

Chart 16: UK Lamps Market – Domestic & Non-Domestic Sectors by Value 2005
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The UK lamps market is estimated to be worth around £383m, with domestic applications representing around 30% of this value and non-domestic end use sector accounting for the remaining £261 million. However, in volume terms, the mix is estimated to be more even because of the enormous volume of lamps required for domestic use in the UK.  The resurgence of the non-domestic market is reflected in the 1% increase in share of the lamps market by value.

5.4.1
Domestic Market – Replacement / New Applications

The following table provides an illustration of expenditure in the domestic market:-

Chart 17: UK Lamps Market – Mix of New and Replacement Applications 2005
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It is estimated that new applications in the domestic market accounted for around £26m million in 2005, representing around 7% of all domestic purchases.  This reflects the downturn in consumer spending.  However, the trend for replacing single fittings with multiple lamp luminaires continues which drives some growth in an otherwise static market.  Manufacturers are also incorporating lighting into furniture designs and kitchen units.

Despite these positive trends, relatively low housebuilding levels have restricted the growth of new installations in recent years. However, the increased level of housing required in the long term should offer growth opportunities for new installations in the lighting sector.

The replacement market continues to account for the majority of the domestic market value, with an estimated £100 million in 2005.  This illustrates the high level of potential for longer lasting bulbs such as CFLs in the domestic replacement market. However, given longer life expectancy of these products, this may dampen growth prospects in the longer term due to lower replacement levels.

The following table illustrates the domestic lamp market in terms of product mix:-

Chart 18: Domestic Lamps - Product Mix 1999 - 2005 - % Value
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Although the standard lamp sector is estimated to be around 60% of the total lamps market by volume in 2005, the low unit price results in this sector contributing around 40% by value.  The share of the market is slowly being eroded by alternative technologies with the tungsten halogen sector slowly gaining market share.  Tungsten halogen lamps have around 17% volume share and an estimated 26% value share in 2005 as the trend toward modern luminaires continues.  The value share is not expected to increase significantly over the next couple of years as the price of halogen lamps is becoming more competitive.

Standard lamps are expected to dominate the market for some time because of existing light fittings within homes and the very low prices of standard lamps.  Consumers are proving reluctant to embrace new technologies such as energy-saving lamps, partly through inertia and partly because they are very sceptical of the claims for extended length of life and therefore cannot justify the additional expense.

5.4.2 Non-Domestic Market 

The non-domestic sector of the UK lamps market was estimated to account for around 70% of the total market value in 2005, reflecting a market size of £268m at manufacturers selling prices (MSP).  The non-domestic sector reflects the higher value products required for the wide range of end use applications.  

Value growth is supported by legislation which is driving demand for higher specification products.  The ATEX Directive, energy-saving initiatives and safety applications such as non-shattering glass all demand higher value products which support value growth. 

The diversity in terms of product usage is also a key factor, with the non-domestic market comprising a larger range of lamp types to suit a wide range of applications.  The following table illustrates our estimates of the different lamp type sales in the non-domestic sector. It should be noted that a table indicating sales by volume would look considerably different, due to the wide variation in volumes and prices for the different lamp types: -

	Table 19: Product Mix by Lamp Type by Value – UK Non-domestic Lamps Market 2005

	Product group
	Value (£m MSP)
	Share (%)

	Incandescent
	11
	4

	Tungsten halogen
	77
	29

	Fluorescent tube 
	32
	12

	CFL
	40
	15

	Discharge (metal halide, SON, SOX)
	86
	32

	Fibre optic
	11
	4

	LED and others
	11
	4

	Total
	268
	100

	Source: AMA Research



The product mix remains fairly consistent with the major share held by discharge lamps, which includes high-pressure sodium (SON) lamps, and metal halide (MBI or HID) lamps, used extensively in floodlighting, industrial areas and in the retail display sector. 

LED’s have gained a small increase in value share over the last few years as the technology becomes more stable and popular with consultants and designers.

The broad scope of end use applications in the non-domestic requires a huge range of lamp types.  The specification of a particular lamp for any given project depends on the individual requirements of the project and the most suitable lamp will be selected on a combination of colour, efficiency, life expectancy and colour rendering capacity.  

For example:

· Tungsten lamps offer high colour rendering, but are relatively inefficient and have a low life expectancy.  These products are typically used when design and aesthetic issues are important, rather than longevity or low electricity consumption.  Typical applications include retail stores, pubs/clubs, themed leisure complexes and amusement parks.  

· Fluorescent and high-pressure mercury lamps are used where running costs and life expectancy requirements are more important, whilst still providing good colour rendering properties.  Typical applications therefore include larger retail stores such as supermarkets, sports facilities, commercial offices, warehouses and manufacturing facilities where a larger number of lamps are used and are often in operation for sustained periods.  

· Metal halide lamps are often specified where colour recognition is important as well as good performance in terms of life expectancy and efficiency.  The distinct ‘white’ light from these lamps often makes them a suitable choice for floodlighting for sports and leisure facilities.  

Towards the other end of the scale where colour rendering is less important and running costs dictate specification, low-pressure sodium lamps offer long life expectancy, low energy consumption but very little colour rendering.  These lamps are typically employed for street lighting, where there is a requirement for light, but also highly efficient running costs. Low-pressure sodium lamps are currently estimated to account for around 80% of all UK street lighting. 

Where colour rendering is more important, but efficiency remains a key issue, high-pressure sodium lamps or induction lamps offer an improvement in terms of colour and colour rendering.  High-pressure lamps are often used on roads where a higher volume of traffic is present in order to increase safety.  
Non-Domestic Product Development

The majority of product development in the non-domestic lamps market continues to emanate from the higher value, innovative and specialist lamps. The main factors influencing product development are: -

· Energy-efficiency 

· Longer life 

· Miniaturisation 

· Improving the quality of light

· Improved colour rendering

· Reduced maintenance costs

· Compatibility with lighting controls

· Flexibility

Different end use applications demand different performance criteria as previously discussed, and often a product may satisfy several of the criteria.

A main issue within the non-domestic sector is cost efficiency, which is a combination of energy-efficiency and longer life, inevitably reducing maintenance costs. This has led to the relative success of CFL energy saving bulbs, which satisfy these criteria. In response to this trend, Osram have developed halogen lamps which save energy using IRC technology. They claim this can reduce power consumption by up to 45%. Additionally, the Government’s ‘Enhanced capital allowance scheme’ should increase demand for energy saving products, which inevitably may increase the level of product development in this sector.

A longer life span is important for applications that are difficult or costly to maintain, and allows more freedom in locating lights. These are important criteria for street lighting and busy retail and public areas. Philips ‘QL’ induction lamps offer long lamp life in addition to low maintenance and replacement costs.

Miniaturisation is an important trend in terms of product design, opening up new design opportunities for smaller luminaires and allowing lighting to be more discrete when required. Miniaturisation also allows lighting to be incorporated in a wider range of applications including furniture. Osram have developed the ‘Halopin’ compact halogen bulb that no longer requires a transformer, and the ‘Ministar’ claiming to be the smallest low-voltage reflector lamp on the market. Additionally, T5 Fluorescent lamp offer new opportunities for luminaire design for the non-domestic sector due their small size and high-energy-efficiency.

Colour rending remains an important area for product development, such as Philips ‘Mini WhiteSON’ range. This is increasingly important in retail applications where lighting has become a key element in creating an environment and ambience that will display the goods in the best possible way.

Other developments in the UK lamp market are primarily geared to specialist applications, such as the continued growth of the portable projector market. Additionally, product development is being used to open up new uses for lighting and new markets. Innovations such as LED and Fibre optic lighting are expected to develop new markets. Such developments have seen lighting become a form of sculpture and architecture in its own right as well as providing a practical purpose. 

6.
THE UK LUMINAIRES MARKET

6.1
Definition

The UK Luminaires market comprises a broad product range and includes the following key sectors:-

· Light Shades.
· Table Lamps (including desk lamps / bedside table / novelty etc).

· Ceiling Light Fittings (control ballasts, ceiling roses etc).

· Wall Luminaires.

· Security – internal & external.
· Spotlights.
· Floor Standing (standard lamps, etc).

· Lighting Controls.

For the purposes of this report, the definition of luminaires specifically excludes portable luminaires, for example, torches, as well as those used in automotive applications.  

6.2
Sector Size & Trends

The UK luminaires market was estimated at £986m MSP in 2005, representing around 72% of the overall UK lighting market by value.  The luminaires market is closely linked to economic and construction trends.  Sales of luminaires therefore exhibited moderate growth in the late 1990’s, benefiting from the healthy state of the economy and the development of Millennium related projects.  More difficult market conditions in 2001 and 2002 resulted from a recession in manufacturing, a downturn in commercial office construction and reduced stockholding by wholesalers.   However, consumer confidence, as a result of low interest rates and healthy housing market, kept demand buoyant.

The last few years has seen a turnaround in this situation, with a return of commercial confidence boosted by government investment, which has had a net positive effect on the luminaires market, as illustrated in the chart below:

Chart 20: UK Luminaires Market Current Prices 1999-2009 £m MSP
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2004 saw a good recovery in the luminaires market with value growth of 6%, after a period of very slow growth.  This was due to the improvement in the construction sector in terms of RMI, infrastructure, health and education.  Growth was further supported by:

· PFI initiatives, particularly in street lighting.  

· Strong growth in commercial construction and refurbishment

· Architectural design projects, both in the UK and overseas.  For example, the lighting of Stoke’s landmark Civic Centre using LEDs and colour changing spotlights to create a striking display.

· Innovative solutions for retail, security and emergency lighting.  Innovation in energy-efficient products, particularly in conjunction with lighting control systems, is also stimulating market demand.

In 2005 the domestic market saw a dip of around 5-6% due to a fall in consumer confidence that negatively impacted on consumer spending.  Poor retail results also halted investment in the retail sector, a sector that had been enjoying some growth in recent years because of the emphasis on lighting as a key interior design tool.  In contrast, the non-domestic sector enjoyed buoyant market conditions, in particular public sector construction, amenities and street lighting.

The short to medium term outlook for the non-domestic market looks favourable.  Factors driving growth include:

· Capital expenditure on the health sector with a programme of new hospital building and RMI investment.  Lighting is increasingly recognised as an important factor in the well being and recovery of patients and more sophisticated lighting solutions are demanded to meet the needs of contemporary healthcare.

· The increase in PPI/PFI projects, particularly for street lighting and public amenities.  

· Major investment in the school rebuilding programme

· The Olympic Games 2012 in London is expected to bring an additional £100million to the lighting industry with local regeneration projects demanding new exterior lighting as well as sports floodlighting.

The outlook for the domestic market is less favourable.  Manufacturers are under pressure from retailers to supply at low cost, squeezing margins to around 10%.  80-85% of domestic luminaires are now produced in China and other emerging economies.  The prices of raw materials and labour in these markets make it impossible for UK manufacturers to compete so the trend is to source from overseas with design, specification, testing and quality control all handled by manufacturers in the UK.

Factors influencing the domestic sector include:

· Consumer confidence - closely linked to the movements of the housing market. 

· New housing stock - central plans for an expansion in stock are in place but building activity is relatively low.

· Retailers offering an extended range of contemporary, affordable luminaires.

· High price competition keeping margins low and depressing value growth.

· Focus on lighting as a key factor of interior design, raising interest and creating a trend for more, smaller wattage fittings.

· The impact of media makeover programmes keeping home improvements and new product developments in the forefront of consumer minds.

· An increasing demand for niche applications within the home such as specialist lighting for working from home and kitchen and bathroom fittings.

The UK luminaires market is forecast to experience an increase in growth of around 3-4% per annum in the short to medium term future. Advances in lamp technology should provide luminaire designers and manufacturers with new opportunities to develop high-value innovative and flexible lighting solutions, ensuring reasonably high growth rates.

6.3
Imports and Exports

The balance of trade for luminaires and component parts continues to be negative with the value of imports more than double the value of exports.  However, whereas imports have increased by 17% since 2003, the value of exports has increased by 23% which is perhaps surprising given the general trend towards th emigration of manufacturing operations to low-cost countries.  This is boosted by the category ‘Other Electrical Fittings’ which demonstrates the reputation of UK manufacturing for producing high quality, high specification goods.

The following table illustrates the level of import and export activity between 2003 and 2005

	Table 21: Imports & Exports Of Light Fittings For The UK By Value 2001-2005 £m

	Product
	2001
	2003
	2005

	
	Imports

£m
	Exports

£m
	Imports

£m
	Exports

£m
	Imports

£m
	Exports

£m

	Chandeliers, Ceiling & Wall
	137.28
	67.66
	178.62
	79.22
	245.5
	106.5

	Table, Desk & Floor Standing
	87.01
	13.19
	93.81
	12.81
	81.2
	19.1

	Other Electrical Fittings
	198.99
	97.43
	235.63
	109.01
	284.3
	132.6

	Illuminated Signs    x
	4.37          
	14.12
	9.64
	11.57
	11.6
	9.9

	Components / Parts x
	57.09
	27.69
	76.06
	29.29
	74.7
	29.9

	Total
	484.74
	220.09
	591.75
	241.9
	697.3
	298.0

	Source: HM Customs / AMA Research



Imports of ‘chandeliers, ceiling and wall lights’ were up by 39% in 2005 on 2003, following an increase of 28% between 2001 and 2003, confirming the market trend of cheaply produced overseas goods now readily available to price conscious consumers.  However, the impact of the Far East should not be exaggerated: in the category for ‘ceiling and wall lighting fittings’, 22% of imports came from Asia & Oceania whereas nearly 75% of imports came from the European Union as shown in the next table. 

There has been a slight shift in trading activity to European countries over Asia/Oceania, which is contrary to perceived trends, but perhaps reflects the wide range of stylish light fittings in the domestic market, or high specification products for the non-domestic market, produced within Europe.

The growth in exports is probably partly due to the fact that UK companies are winning contracts to fulfil prestigious lighting contracts overseas, many within the European Union.  Projects such as the Hotel Puerta de América in Madrid, the Jubilee Church in Rome and in April 2006 the luxury Barr Al Jissah Resort Hotel in Muscat, all showcase British talent and expertise.

The majority of activity, both import and export, is with the European Community.  Significant areas for imports are Asia/Oceania and North America.  Other than the European Union, exports trade is again with the Asia/Oceania region but the second largest export destination is the Middle East and North Africa with 11% of the market share.  This demonstrates the markets for export growth are receptive to UK products and the strategy of pursuing emerging markets is sound.

	Table 22: UK Imports and Exports Of Ceiling / Wall Fittings By Region Of Origin 2003 and 2005

	
	
	

	Ceiling / Wall Fittings
	Value £m
	Share %

	
	2003
	2005
	2003
	2005

	
	
	
	
	

	IMPORTS
	
	
	
	

	European Community
	90.30
	127.71
	51
	52

	West Europe (Excluding EC)
	4.51
	3.83
	2
	1

	Eastern Europe
	3.72
	0.12
	2
	0

	North America
	3.49
	10.69
	2
	4

	Other America
	0.05
	0.50
	0
	0

	Middle East and North Africa
	0.20
	0.65
	1
	0

	Sub Saharan Africa
	0.14
	0.31
	0
	0

	Asia & Oceania
	76.21
	101.68
	42
	41

	TOTAL Imports
	178.62
	245.49
	100
	100

	EXPORTS
	
	
	
	

	European Community
	46.25
	67.32
	58
	63

	West Europe (Excluding EC)
	5.19
	6.21
	7
	6

	Eastern Europe
	2.54
	2.05
	3
	2

	North America
	4.90
	4.72
	6
	4

	Other America
	1.19
	0.99
	1
	0

	Middle East and North Africa
	7.06
	11.55
	9
	11

	Sub Saharan Africa
	2.17
	2.29
	3
	2

	Asia & Oceania
	9.92
	11.39
	13
	11

	TOTAL Exports
	79.22
	106.53
	100
	100

	Source: HM Customs / AMA Research


	Table 23: UK Imports and Exports Of Other Electrical Fittings By Region Of Origin 2005

	
	
	

	Other Electrical Fittings
	Value £m
	Share %

	
	
	

	IMPORTS
	
	

	European Community
	103.11
	36.0

	West Europe (Excluding EC)
	1.81
	0.6

	Eastern Europe
	0.19
	0.1

	North America
	16.65
	5.8

	Other America
	0.31
	0.1

	Middle East and North Africa
	0.66
	0.2

	Sub Saharan Africa
	0.58
	0.2

	Asia & Oceania
	160.98
	57.0

	
	
	

	TOTAL Imports
	284.29
	100.0

	EXPORTS
	
	

	European Community
	90.98
	69.0

	West Europe (Excluding EC)
	4.47
	3.0

	Eastern Europe
	3.14
	2.0

	North America
	7.54
	6.0

	Other America
	0.64
	0.5

	Middle East and North Africa
	11.91
	9.0

	Sub Saharan Africa
	2.75
	2.0

	Asia & Oceania
	11.16
	8.5

	
	
	

	TOTALS
	132.59
	100.0

	Source: HM Customs / AMA Research


6.4
Domestic / Non-Domestic Mix

As with the lamps market, estimates of the relative size of the domestic and non-domestic sectors are difficult to determine.  While many products cater specifically to the needs of one sector only, there is a significant 'grey' area of application and purchasing method between the two markets, particularly where electrical contractors are involved in domestic installations. 

The following chart illustrates the estimated shares of the domestic and non-domestic market in 2005:-

Chart 24: UK Luminaires Market – Domestic & Non-Domestic Sectors by Value 2005
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The total market value for luminaires in the UK is estimated to be around £986m, with the domestic sector accounting for an estimated 34% of this value at around £335m. The non-domestic sector continues to dominate market share accounting for 66% of the market with a value of £650m.  The relative strength of the non-domestic sector has won share from a weakening domestic market but the split remains fairly constant and is not expected to change dramatically in coming years.

6.4.1
Domestic Market 

The domestic sector is currently estimated to be worth £335m at MSP.  Following a period of dramatic growth, fuelled primarily by interest in home décor and the availability of contemporary, affordable design, 2005 has seen a dramatic slow-down in the market resulting in tough trading conditions and a non-growing market.  Manufacturers are experiencing static margins as they struggle to operate in a highly price competitive market.  Low value imports driven by demand from powerful retail chains have dramatically altered trading conditions for UK manufacturers.

The domestic market is following the UK economic trend towards a ‘knowledge’ economy.  Contemporary design and world-class specification maintain the reputation of the UK lighting industry, but the majority of product is sourced from overseas which can lead to problems in quality control and continuity of supply that sometimes combine to further erode margins. 

A wider range of products and designs are now available to consumers, and the market is led by fashion trends.  It is estimated that contemporary lighting designs account for around 80% of the domestic market, following the trend for more contemporary and frequently updated interior design. 

The following chart estimates the shares by value of the key product sectors within the domestic luminaires market in 2005:-

Chart 24: UK Domestic Luminaires Market – Key Products Share by Value 2005
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‘Security and external lighting’ has grown in share to around £87m as the trend for exterior domestic lighting has boosted sales over the last two years.  Product and design awareness and increased availability of choice have driven sales for garden lighting.  Security has also become a key issue for many homeowners.

The chart above illustrates a relatively equal share between ‘ceiling and spotlights’ and ‘table and floor lamps’ at a value of approximately £80m each.  ‘Ceiling/spotlight’ sales are kept buoyant by sales of higher value spotlights.  However, the cheaper and more flexible option of ‘table and floor lamps’ is attracting consumer spend.   Task lighting in particular is popular.  

Availability and increased range of choice means that lampshades have also gained some share as a cheap and flexible way to improve the look of a room.  This sector is estimated to be worth £73m.  

Overall, the domestic luminaires market is not expected to grow significant in the short to medium term.  Pressures on prices and a depressed consumer market indicate slow trading conditions for the next couple of years

6.4.2
Non-Domestic Market 

A significant proportion of the UK luminaires market is comprised of products specified for non-domestic applications, with the value of this sector estimated at around £650m at Manufacturers Selling Prices (MSP) in 2005.  The following chart provides a broad illustration of how this sector is segmented in value terms in 2005:-

Chart 25: UK Non-Domestic Luminaires Market - End Use Sector Share by Value 2005
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Due to a wide range of products being suitable for a number of end use application areas, estimating the value of each end use sector is particularly complex.  However, the above chart provides a broad guideline as to the relative size of each of the key end use sectors in the non-domestic luminaires market.  In 2005, it is estimated that the largest end use sector is ‘health and education’ with a 24% share.  

Commercial Buildings/Offices

The commercial sector is estimated to account for a 23% share of the non-domestic luminaires market, equating to a market value of around £149m at msp.  The sector covers the broad spectrum of commercial properties.  The commercial property market has been weak in recent years, but late-2005/early 2006 has seen some strengthening in demand and a recovery in both new build and refurbishment work, with lighting considered to be one of the most effective ways to modernise a building.

There is also a trend towards ambient external lighting for commercial premises with high profile projects like the Royal Bank of Scotland’s headquarters in Edinburgh.

As a result, the commercial office sector is expected to offer some buoyancy over the next few years.

Health and Education

The Health and Education sector is also estimated to have a 24% share of the market, with a value of around £156m.  After many years this sector is experiencing significant growth as government investment in the health service is directed at building and refurbishment projects.  As well as specialist lighting solutions for examination and treatment rooms, it has been shown that improving the environment of a hospital ward can cut recovery times.  Zumtobel Staff and Philips Lighting have both been involved in specialist projects to enhance the healthcare environment.  

Within Education, projects have involved both new construction and refurbishment.   Since 1997, investment in school buildings has tripled to £2.1bn per year and is set to grow even further with the launching of the £40+ billion Building Schools for the Future programme which involves rebuilding or refurbishing around 3,500 secondary schools and 9,000 primary schoolsl in the country over the next 10 -15 years. 

In addition, healthcare is receiving substantial investment in infrastructure through a combination of PFI and direct capital projects funded through LIFT and ProCure21 procurement routes. These involve a range of projects from major acute hospitals to GP and dental practices etc., and will run through for at least the 2006-10 period  

This investment has significant implications for lighting suppliers as the specification process for many projects will change, reflecting the growing importance of consortia involving contractors, architects, QS, designers etc as preferred suppliers. In addition, offsite manufacturing is becoming increasingly important in terms of supply of prefabricated structures which, increasingly, will include heating and electrical equipment supplied as an integral part of the unit. These issues are not exclusive to health and education, but public sector contracts are proving to be the main drivers of OSM/MMC, with the drive to improve quality and speed of delivery.

Retail

Following a period of growth, the retail sector has dropped off significantly over the last 12 months in response to poor retail performance on the high street.  Many retailers have put refurbishment projects on hold.  The retail sector is believed to have dropped to a 14% share, and is currently estimated to be worth around £91m.

On the positive side, retail interiors are becoming more sophisticated and the use of lighting solutions to display merchandise to best effect is key to presenting an effective retail environment.  New build and refurbishment projects are likely to specify higher value products.  There is also demand for display lighting which requires specific solutions.

In terms of lighting specification within the retail sector, issues that are deemed important include; 

· High levels of luminance and good colour rendition to display products at their best. 

· Flexibility and adaptability of the lighting system to accommodate changes to store layout. 

· Ease and cost of routine maintenance and lamp replacement.

· Clear illuminated escape routes and fire exits with adequate power back up – emergency lighting.

It is expected that this sector will follow the fortunes of the retailers, and will see low-level growth as consumer spending returns to the high street. However, several major retailers are investing heavily in store refurbishment – Marks and Spencer, for example, have announced a major store renovation programme in mid-2006 to build on their recent recovery. 

Leisure

The leisure sector which includes hotels, catering, restaurants, pubs, clubs and sport /fitness centres etc, is also estimated at £91m at msp, representing a 14% share of the market. Following a decline in value share since 2001, the prospects for this sector are looking much brighter as a result of winning the Olympics for London in 2012.  Not only will the facilities in London bring new opportunities for lighting, but a central programme of investment in sports facilities means new expenditure on facilities around the country.

The hotel and catering markets are regaining strength after a difficult few years and investment is beginning to flow.  It is important to mention that some areas of the leisure sectors have remained relatively buoyant, such as fast food and health and fitness. The latter especially has created demand for more specialist fittings, such as thermal lighting and under water neon, creating some value added opportunities within this sector of the market.  Examples such as K2, Crawley’s new leisure complex opened in November 2005, showcase the importance of lighting in both functional and ambient terms.

Overall, it is suggested the leisure market is in recovery as the political and economic environment eases, resulting in a return of the postponed new build and refurbishment projects, incorporating various lighting requirements and creating reasonable levels of growth for the sector in the medium to long term future. 

Industrial

The industrial sector includes manufacturing, process industries, (including oil, gas and marine), warehousing, also agriculture and horticultural applications. The industrial sector is currently estimated to be worth nearly £39m, representing 6% of the non-domestic luminaires market. 

Manufacturing continues to decline in the UK as a result of global difficulties, strong import competition, a weakness in export markets, resulting in the transferring of manufacturing capacity to low wage countries.  Low levels of activity have negatively affected demand for luminaires and it is expected this trend will continue. 
Road Infrastructure

The Road Infrastructure lighting sector includes message signs, car park guidance systems, dynamic road marking systems, streetlights, and amenity lighting. The sector is estimated to be worth £97m at msp, representing 15% of the non-domestic luminaires market and is the sector to gain most market share over the last two years.

The highway sector has experienced under-investment for a number of years with growing congestion and poor surface condition of many roads. Under the Government’s Ten Year Plan for transport Spending by the Department for Transport will rise by an annual average of 4.5% in real terms between 2005-06 and 2007-08.  £59bn is earmarked for spending on roads with up to 80 major trunk road schemes and 100 bypasses. Emphasis on tunnel safety may also provide additional motivation for lighting products.

The biggest opportunity in this sector is the PPP/PFI projects being commissioned by local authorities to improve street and amenity lighting.  This has had a significant impact on the lighting market and the trend looks set to continue as local authorities act to meet new legislation such as the Clean Neighbourhoods Bill and generally upgrade their amenities with a view to crime reduction and safer environments.

Other

Other non-domestic sectors using lighting equipment include the armed forces, public services, etc, which are collectively estimated to be worth 4% of the non-domestic luminaires market equating to a market value of £26m in 2005.  The sector includes a range of specialist high specification products for defence applications and areas of prison security and detention, where robust lamps and luminaires tend to be required. Adequate levels of emergency lighting and, in the case of prisons, high levels of illumination in conjunction with protection and detection systems are also a feature of this sector.

Within these sectors, there are various new build and refurbishment projects including accommodation programmes in defence, PFI in the prisons sector and asylum centres, all of which should provide requirements for interior and exterior illumination in the foreseeable future.

All these relatively small but specialist sub sectors present opportunities for luminaire suppliers in all product areas, including opportunities for the development of niche markets.

7.
Lighting Controls and Components

7.1
Definition

The lighting controls and components sector is defined to cover ballasts, as well as control gear including switching devices and lighting control management systems.

All gas discharge lamps, including fluorescent lamps, require a ballast to operate.  The ballast provides a high initial voltage to initiate the discharge, also regulating lamp current and power when the lamp is operating.  Ballasts fall into two principal categories and may be either magnetic or electronic.  They may also be further sub categorised by their lamp starting and operating method, with these including Rapid Start, Instant Start, Programmed Rapid Start and Dimming varieties.

Lighting controls are available in several different forms, including:-

· Automatic linked controllers operating through various sensor inputs.

· Manually operated scene-setting controllers.

· Computer operated fully integrated control systems for whole buildings.  

Within this broad description of systems, there are many product ranges, the most popular of which operate on one, or a number of the following sensors or controls.  

· Manual Switching – One person is appointed for overall control of lighting in each area/floor.  The control may have certain preset ‘scenes’ which relate to various sectors of the workplace.

· Time Switching – Luminaires are controlled by a timer and are set to switch on and off at preset times.  These systems are usually combined with a manual over-ride facility to prevent complete blackout. 

· Photoelectric Cells – by measuring the amount of natural light within a room, the system is able to dim or switch off the lights accordingly.

· Presence Detectors – These are usually used in conjunction with a timer.  The most popular presence detector is infrared but there are also ultrasonic and acoustic detectors available.

· Luminaire Communication – Digital luminaires are now able to ‘talk’ to each other, which prevents one person being served by only one light source whilst the rest of the floor is dark.

· Constant Illumination – Regardless of how many other luminaires in the building or how dirty they are, systems with this feature provide a fixed illumination level, preventing energy wastage.

7.2
Sector Size and Trends

The lighting controls and components sector is particularly difficult to assess bearing mind that lighting controls may be incorporated within Building Energy Management Systems (BEMS).  The fact that some luminaires, for example CFL’s, incorporate integral ballasts and that a number of manufacturers also market lighting controls alongside other electrical accessories, make an accurate assessment of the market size particularly difficult.  

Bearing these factors in mind, we estimate the lighting controls sector to be worth around £102m in 2004, with the development of the sector from 1998-2008 outlined in the following table:

	Table 26: UK Lighting Controls and Components Market 1998-2008 £m MSP

	Year
	Market Size
	Change

	1998
	76
	-

	1999
	79
	+  4

	2000 
	83
	+  5

	2001 
	87
	+  5

	2002 
	90
	+  3

	2003
	96
	+  7

	2004
	102
	+  6

	2005 Est
	106
	+  4

	2006 Fcst
	111
	+  5

	2007 Fcst
	118
	+  6

	2008 Fcst
	125
	+  6

	Source: AMA Research/Trade Estimates



The lighting controls market has exhibited good levels of growth for some years, outperforming the overall lighting market.  Although installations are, to some degree, linked to levels of construction, this growth has been largely driven by the benefits they can provide in terms of energy savings, as well as improved levels of comfort and safety, and reduced maintenance, resulting in growing penetration in non-domestic applications. 

Rising fuel bills and legislation relating to reducing carbon dioxide emissions have resulted in an increasing emphasis on maximising energy efficiency over the last few years. Lighting can account for as much as 50% of a commercial building’s energy costs and is therefore a key target for energy saving measures. With potential energy savings of as much as 70-80% for warehouses and 40-60% for commercial offices, this has resulted in significant growth in the use of lighting controls. 

While simple switching devices and zoning can deliver savings, there has been a growing level of usage of more sophisticated devices which offer substantial energy saving benefits, particularly automatic lighting controls which utilise detection technologies such as passive infra-red (PIR), microwave and ultrasound to continuously monitor working areas and detect occupants’ movements.  Furthermore, modern lighting controls use photocells to monitor the amount of natural daylight available, adjusting the level of artificial lighting as required, to ensure optimum brightness whilst minimising energy consumption. Occupants may override this however if required, using individual controls.

Traditionally, lighting controls were external to their associated lighting systems, resulting in a large number of system components, complex wiring and limited flexibility.  In order to address these limitations a number of the major manufacturers developed a new interface called ‘DALI’ (Digital Addressable Lighting Interface).  This offers the advantages of more flexible lighting management with fewer and lower cost components, minimal wiring and user-friendly operation, rapidly becoming the industry standard.  DALI also allows the user to monitor lighting system parameters such as dimming settings and lamp failures.  Although primarily developed as a means of local lighting control, DALI can be connected to building management systems in order to aid maintenance and energy management.

As previously mentioned, many BEMS incorporate lighting as part of total building systems, including heating, ventilation and air conditioning functions.  Thus installations have benefited from the rapid growth in the BEMS sector.  Additionally, the continual application of facilities management also provides motivation for building control and systems with the need to fulfil contract obligations and provide a ‘24-hour watch’ over the safety and efficient operation of complex building functions. This is assisted by the growing development of remote diagnostics and monitoring, and predictive maintenance.

Emergency lighting also provides potential for the lighting controls market as its importance grows in many end use sectors, including healthcare, education, and particularly industrial and manufacturing applications. Consequently, high specification lighting equipment tends to represent a niche, value-added growth sector of the non-domestic lighting equipment market as a whole.

Trade sources indicate that the vast majority of lighting installations in commercial offices now incorporate lighting control systems. However, there remains considerable potential for retrofits into smaller commercial premises, as well as for installations in other sectors such as retail where, with the exception of pre-set on-off one-key systems, lighting controls find only limited usage.  

Additionally, providing potential for growth is the urgent need to improve the security in transportation, particularly airports and public buildings.  Rapid growth is forecast as governments’ increase the capability of their national security systems and upgrade counter-terrorist protection and detection systems.  Specialist lighting solutions and controls are likely to be installed as an integral part of explosive, narcotic, chemical and biological detection systems.  It is conceivable that emergency lighting capability and overall interior and exterior security functions may be combined with lighting control solutions and building management systems, to provide continuous monitoring and a high level of safety and security.

Suppliers of lighting controls include major lighting equipment manufacturers, major suppliers of electrical control gear (including non-lighting applications) and small niche sector specialists.  Most of the major lighting manufacturers offer control products, with other suppliers including Hager, Eaton MEM, ABB, Polaron, Ex-Or, Luxmate and Lutron.

In terms of ballasts, electronic ballasts offer significant advantages over magnetic ballasts as they are significantly smaller and lighter therefore allowing manufacturers more options in terms of fixture design.  Electronic ballasts are also quieter and offer improved energy efficiency and lamp operation, for example, eliminating ‘flicker’.  These advantages have resulted in a gradual shift towards electronic ballasts, enabling manufacturers to add value, with these products now commonplace in modern fluorescent systems.  However there remains considerable potential for growth in the HID sector.

Major suppliers of ballasts include Harvard Engineering, Tridonic Atco, Philips, Helvar Mercan and Vossloh Schwabe, as well as GE, Osram, Sylvania and Venture Lighting.
The outlook for the lighting controls sector is one of good growth reflecting the increasing level of legislation relating to energy efficiency with this likely to drive both increased penetration and installation of increasingly sophisticated controls. 

8.
SUPPLIERS

8.1
Overview

There were 645 VAT registered manufacturers in the UK lighting market in 2005.  The following table illustrates the characteristics of these companies in terms of turnover:-

Chart 27: UK Lighting Manufacturers by Turnover £000’s - 2005
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The number of companies involved in the manufacture of lighting products has increased from 635 in 2003 to 645 in 2005.  40 new firms have registered in the last three years and the biggest growth has been in small and medium sized companies with less than £100,000 turnover.  This reflects the growing strength of the niche manufacturers serving the industry, and the switch of volume production to low-cost manufacturing countries.

There are now more lighting companies in the UK than 30 years ago, but as well as niche manufacturers, many of these are subsidiaries of global corporations.  The increased number of players indicates the attractiveness of the UK market.  The lighting market is following the ‘knowledge’ economy for which the UK is known and many projects are for clients overseas who recognise the excellence of delivery UK designers and suppliers offer.

The structure of the UK lighting market is further illustrated in the following chart, identifying the number companies by employee sizeband:-

Chart 28: UK Lighting Manufacturers by Employee Sizeband 2005
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As illustrated in the above chart, 90% of lighting manufacturers currently operating in the UK have less than 50 employees.  There has been a 2% shift towards small businesses over the last two years, suggesting a fragmented market served by niche and specialist suppliers.  Just over 1% of manufacturers are large companies with more than 250 employees.

8.2
Key Suppliers Share of the UK Lamps market

The lamps market is highly consolidated and characterised by a small number of large suppliers dominating the market. Pricing pressures have continued in the UK lamps market over the past 2 years, which has resulted in ‘own brands’ taking an increasing proportion of market share. The following chart illustrates our estimates of the key suppliers share in the UK domestic lamps market:-

Chart 29: Sales Of Domestic Lamps Manufacturers Market Share By Value 2005 (%)
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Philips and GE lead the market with an approximate share of 30% each.  This share has been established through supply arrangements with multiple retailers plus the supply of own label lamps for retailers.  For example, GE market a large share of their lamps under own brand labels, having secured agreements to supply own brand products to the majority of the major UK retail multiples.  

Philips share is buoyed by an agreement to provide energy-efficient lamps subsidised by the government as part of an initiative to introduce energy saving devices into homes.  The market is considered to be mature and fairly static making it difficult to win significant market share.  

Pricing pressures, the growth of own brand products, low-value imports and the high cost of research and development (R&D) have significantly squeezed market share for ‘other’ lamp manufacturers since 2003.  There are now no high volume domestic lamps manufactured in the UK and the emphasis is on high volume to feed a commodity market.  

8.3
Key Suppliers in the Lamps Market

Key Suppliers in the UK lamps market are summarised below:

Philips Lighting manufactures lamps and luminaires for all sectors and claim to be the leader in the global lighting market.  The ultimate holding company of Philips lamps and luminaires is Koninklijke Philips Electronics NV.  The lighting division employs some 45,500 people worldwide, and have 70 manufacturing operations across the world.

In 2005, lighting accounted for 11.6% of turnover, slightly down on previous years.  Turnover for the global lighting division in 2005 was €4,775, up 6% on the previous year.

The lighting division is made up of five operations: Lamps; Luminaires; Lighting Electronics; Automotive and Specialist lighting; and Lumileds.  In November 2005 the company assumed ownership of Lumileds.  Lumileds represents a major growth area with the Luxeon LEDs range.  Philips supplies a comprehensive range of incandescent, halogen, fluorescent, compact fluorescent and high intensity lighting electronics.  Product growth areas are thin 16mm TF fluorescent lamps and high-density discharge lamps such as (Mini) MASTER Colour CDM, MASTER Colour Elite and CosmoPolis.  Luminaire product ranges focus on office lighting and the Cabana high bay lighting range.  LEDs are also an important area of product development

Philips has continued with restructuring and rationalisation plans transferring production capacity to low wage countries.  Their strategy is to achieve profitable growth in emerging markets and to focus on long-term partnerships with large customers.  Continued focus on innovation in the areas of energy saving, miniaturisation, cost effectiveness and LEDs is expected to help realise sales growth of around 6% in 2006.  

GE Lighting is part of the General Electric Company (USA) which operates in over 100 countries and reported a turnover of $144 billion in 2005.  GE Lighting Operations Limited is one of the key suppliers in the UK domestic and non-domestic lighting.  Lighting falls under the Industrial business unit which includes appliances and other products marketed to consumers.  Turnover for the global Industrial business unit in 2005 was $14.1 billion, while GE Lighting Operations Limited reported a turnover of in 2004 of £35.9 million, up 2.3% on the previous year.

GE Lighting is regarded as a leader in lamp technology and innovation and offers a full portfolio of products in the UK including incandescent, halogen, high intensity discharges, fluorescent, stage/studio, miniature/sealed beam, projection, LED’s and lamp components, as well as controls and ballasts.  GE Lighting have created several brands including SHOWBIZ® for the entertainment industry, GEEnrich® incandescent lamps, and Biax CFL lamps.

In line with all the major corporations, GE Lighting has been pursuing a strategy of rationalisation to make operations more efficient.  As a result, the technology departments of both UK plants in Enfield and Leicester have lost research and development teams, a move which marked the end of lamp research and development in the UK in July 2005.  Those functions have been transferred to Budapest and Cleveland, Ohio.  The Leicester plant is GE’s worldwide centre of excellence for the design and manufacture of theatrical lighting.  Despite the loss of 50 jobs in August 2005, around 220 people are employed in this division and 400 at Leicester in total.

LED lighting is developed and marketed through GELcore, a joint venture between GE Lighting and Emcore.  LEDs are viewed as a high growth market with industry-wide revenues predicted to double between 2004 ($3.7 billion) and 2009 ($7.3 billion) and GELcore claims to be at the forefront of delivering this technology.

Osram is also a significant manufacturer in the UK Lighting market, and is ultimately owned by Siemens (AG) Germany. They supply lamps to the retail, wholesale and original equipment markets in a range of domestic and non-domestic applications.  OSRAM is one of the two leading lighting manufacturers in the world and 2006 is their centenary year. With headquarters in Munich, OSRAM employs more than 38,000 people throughout the world, supplies customers in about 150 countries and manufactures at 49 sites in 19 countries.

World sales in 2005 totalled €4.3 billion. The UK turnover for the period ending September 2004 was £74.7 million, up more than 6% on the previous period.

Osram are focused on growth markets and LEDs and look to innovation to continue growth.  In the past year they have successfully launched Ostar® high performance LED and Ministar® as an innovation in miniature lamps.  They also have Puritec ® as a system that uses light to purify water.

The fourth of ‘The Big Four’ players in the UK lighting market is Sylvania Lighting International (SLI), the European lighting operation of the US corporation SLI-LLC Inc.  SLI bring together several lighting brands including Concord:Marlin, Lumiance, Sylvania, Linolite-Sylvania and  Claude.  SLI operates in Europe, the Middle East, Africa and Asia.  Turnover in 2004 was in excess of €750 million with UK turnover for SLI Lighting Limited £34.2 million.

SLI operates a number of competence centres across Europe and North Africa.  Architectural specifications are handled by Concord:Marlin in the UK, with a factory at Shipley manufacturing compact fluorescent lamps.  The closure of their Doncaster lamp-glass factory was announced in February 2006 as part of a rationalisation programme where the majority of lamp manufacture will now take place in Tunisia.  Halogen and HID excellence centres are in Belgium, functional and decorative in the Netherlands, and industrial and commercial lighting fixtures in France.  GLS lamps are manufactured in Tunisia and fluorescent lamps in Germany.  In total SLI employ some 3,200 people.

Sylvania Lighting International use their brands to segment the lighting market and offer a full range of products for domestic use and manufacture products and provide and support services to designers and specifiers in the non-domestic sector.  Products include the Britespot ES50 compact metal halide reflector lamp, the Hi-Spot halogen reflector and the miniature 7W Micro-Lynx CFL.
Ring plc built their reputation supplying the automotive industry but have successfully achieved dominance in domestic lighting supplying the DIY market.  In July 2000, Ring were acquired by Catalina Lighting Inc., a leading designer, manufacturer and distributor of lighting products for residential and office markets.  A management buy-out of Ring Automotive in May 2005 renamed the company Volvox Group.  The lamp and luminaires division, Ring Lighting remains a Catalina subsidiary.  Turnover for the year to September 2004 was £87.3 million showing a small but steady growth on previous years.
Cooper Lighting and Security Ltd acquired the Crompton Lighting brand in 1999.  Building on the heritage of the brand, a range of lamps, luminaires and control systems is manufactured at Guiseley and Doncaster for UK and export markets. The range of lamps includes GLS, reflectors, halogen, architectural lamps and high and low-pressure sodium lamps (SOX and SON).  Cooper Lighting and Security Ltd reported a turnover of £78 million for 2004.

BELL lamps and lighting have been established for 80 years and are an independent British manufacturer of decorative light bulbs and niche market luminaires, distributing products to meet commercial and domestic needs worldwide. Products include specialist candle bulbs and energy saving lamps. 

Platino Electrical and Electronics Co Ltd were established in 1997 with the aim of producing lamps that are of the highest quality but at highly competitive rates.  Based in London, Platino are also represented in North and South America, the Middle East and Africa.  They offer a range of five categories of lighting: Incandescent and Display Lamps, Halogens, Fluorescents, Compact-Fluorescents, and High-Intensity Discharge Lamps. Platino aim to consolidate their export markets and intend to break into new domestic and foreign markets with competitive pricing policies.  Turnover to end December 2004 was £1.2m, a fall of 21.9% on the previous year.
Iwasaki Eye Lighting Europe (UK) is a Japanese lamp-manufacturing specialist that has made considerable inroads into the UK market with its reputation for high quality and innovative award winning lamps, principally tungsten halogen and discharge lamps, including the CeraArc lamp. The UK sales operation is run from Uxbridge, London as a wholly owned subsidiary of Iwasaki BV.  Their products are building a particularly strong reputation for retail applications.

Other lamp manufacturing specialists operating in the UK include BLV UK Ltd part of BLV Licht und Vakuumtechnik GmbH and owned by Ushio Inc of Japan.  MEGAMAN® are a German company specialising in energy saving lamps with worldwide distribution.  There have been few changes in lamp suppliers in recent years, reflecting the static nature of the market.

8.4
Key Suppliers in the Luminaires Market

The supply of luminaires in the UK is more fragmented than lamps, with a greater number of smaller players focused on niche activities such as architectural lighting, LED lighting, bespoke solutions and building management systems.  The non-domestic sector offers the greatest opportunity for diversification and companies have developed reputations for certain lighting applications both in the UK and overseas.  Fragmentation and specialisation is likely to continue.

The domestic luminaire sector continues to feel price pressure due to demand for cheaper products sourced from the Far East and Eastern Europe.  Manufacturers in the UK cannot compete with the cost of labour or materials in these countries and the pressures caused by eroding margins means that some companies may not survive such tough trading conditions.  It is likely that this market will experience some casualties over the next few years as wholesalers and retailers consolidate their supplier bases.

The maturity of the UK lighting market has increased the need for product development to provide a competitive edge.  Lamp manufacturers work closely with luminaire designers and manufacturers to generate innovative solutions that add value and meet the demands for new lighting solutions.  The role of the lighting designer or consultant is as valuable in the new knowledge-economy lighting market as the manufacturers in terms of innovation and product development.

Suppliers of luminaires include:-

Zumtobel Staff is a market leader in the lighting industry and is part of the Zumtobel AG group which includes Thorn Lighting Group (acquired in 2000), Tridonic ATCO, Luxmate Controls, and Reiss International.  Zumtobel Staff focus on innovative lighting solutions in all areas of application of professional interior lighting.  Zumtobel announced plans to float on the London Stock Exchange in May 2005 as approximately half of the company’s business is in the UK.  UK turnover for the period to April 2005 was £23.7 million demonstrating a clear increase in sales and profitability on previous years, which at its worst in 2002, recorded losses of more than £68m.  A period of restructuring has resulted in increased operating profit with the group reporting earnings for 2004-05 of £56.8m.  The company employs about 7,000 people.

Zumtobel Staff offer niche technical solutions such as Clean, specialist luminaires for health care where hygiene and easy cleaning are critical, and Vivo, a spotlight aimed at claiming share of the retail market.   Also in the UK, Thorn Lighting Limited offer targeted commercial applications such as the Concavia range of high bay lighting, street lighting and emergency lighting systems. A specialist LED subsidiary, Ledon Lighting, was announced in February 2006 to complement existing LED activity which the group sees as having a big impact on the field of professional lighting.  The offering of clearly defined brands and solutions appears to be keeping Zumtobel in the forefront of luminaire supply.  TridonicAtco market the EM PRO range of lighting control systems and in May 2006 announced the launch of a new E-Touch box to test emergency lighting.  

Cooper Lighting and Security Ltd has already been mentioned above as a leading supplier of lamps through their acquisition of the Crompton brand in 1999.  In addition, Cooper Lighting and Security are leaders in the Fire & Emergency Lighting Systems and Mains & Emergency Lighting products. Manufacturing is concentrated onto two sites, at Swillington near Leeds and Doncaster with a National Distribution Centre also in Doncaster.  New products and improving existing technology, plus a campaign to raise market awareness of the importance of reliable emergency lighting keep Cooper Lighting and Security ltd among the top suppliers for this particular sector.

FW Thorpe plc are designers, manufacturers and suppliers of professional lighting systems.  Based in Redditch, they encompass the following divisions: 
· Thorlux Lighting is the group’s manufacturer of commercial, flood and industrial lighting products and systems.  This division enjoyed growth of 16% in 2005.

· Compact Lighting supply the retail trade and, despite difficult trading conditions as retailers delayed refurbishment, still managed to increase turnover in 2005.

· Mackwell Electronics manufacture electronic emergency lighting control gear and systems.  They are one of the leading manufacturers of emergency lighting components in the UK. 

· Sugg lighting specialises in traditional style lanterns and columns, and is a leading name in decorative and heritage lighting.  However, a severe downturn in business suggests that demand for this type of product is in decline.
· Philip Payne manufactures a range of Emergency lighting equipment and exit signage. 
F W Thorpe plc reported turnover for the year ending June 2005 at £41.5 million, up 11% on 2004, despite difficult market conditions in some areas.  The UK market accounted for £36.5 million, just under 88% of total turnover.  The group employed 519 people.

DW Group Holdings founded by David Webster and based in Hertfordshire is the holding company of the following divisions:

· Weblight - internal lighting maintenance company for the retail and commercial markets.

· DW Windsor - external lighting suppliers.

· David Webster Ltd - the street lighting and project management arm of the group.

In July 2005 David Webster Ltd was sold to French infrastructure firm ETDE with whom DW Windsor have been undertaking joint bids for PFI street lighting contracts in the UK.  D W Group Holdings reported turnover of £38.2 million to the year ending September 2005 and has around 260 employees across the UK. 
Concord:marlin is one of Europe's most respected commercial and architectural lighting companies, with a strong manufacturing base in the UK. The company is renowned for its design ethos, high technical performance and aesthetic form.

The company's contemporary range of lighting products is one of the most comprehensive on the market, encompassing fixtures for the healthcare, workplace, display and educational environments, exterior lighting and custom-made products. 

Concord:marlin are the centre of excellence for architectural lighting for SLI as outlined in the previous section.  As part of the SLI restructuring programme Concord:marlin’s luminaire development team was cut and moved to Newhaven in April 2005.  

Fitzgerald Lighting Ltd based in Cornwall, claim to be the largest independent lighting group in Europe with a turnover of £31.3m in 2004.  The company manufactures and distributes a wide range of luminaires and fittings worldwide. The range includes Lightpack and has been developed to encompass fire detection equipment under the Martell brand, lighting control products, and automatic testing solutions for emergency lighting.  The group includes Lightform Ltd, offering a comprehensive range of luminaires as well as a specialism in bespoke luminaire manufacture for the commercial lighting market. 
Sill Lighting UK is a subsidiary of Franz Sill.  They have established a reputation for lighting landmark architecture such as the Eden Project and the Spinnaker Tower in Portsmouth.  Innovation and optical quality make Sill leaders in their field and they offer a complete range of architectural lighting projectors for incandescent, halogen and discharge lamps.  
Whitecroft Lighting Ltd was acquired by the Swedish lighting group Fagerhault in December 2005 for £21 million.  The business, based in Ashton under Lyne, is focused on four market sectors: commercial, healthcare, education and retail.  In May 2006 Whitecroft completed a project to light the landmark South East Essex College building in Southend.  Whitecroft Lighting employ 280 people and approximately 95% of their business is in the UK.  Turnover to March 2005 was £25.5 million, up 3.5% increase on the previous period. 

Fagerhault Lighting Limited have a relatively small presence in the UK market with turnover for 2004 reported to be £4.5 million although group turnover is reported at €170 million.  
WRTL Exterior Lighting Ltd is one of Europe’s largest suppliers of exterior lighting specialising in exterior lighting solutions for commercial and public amenity applications, including transport, roads, tunnels, infrastructure, land and cityscape, retail and leisure developments. Projects include the Newcastle and North Tyneside Streetlighting PFI and the Channel Tunnel Rail Link Tunnel to St Pancras.  Turnover to end March 2005 was £14.5m, an increase of 5.6% on the previous year.
WRTL is owned by Industria who in turn were bought in February 2006 by the Spanish group Indal with market-leading positions in exterior lighting in southern Europe.  The acquisition of Industria extends their presence in the northern European markets.

There are numerous lighting manufacture and design consultancies but among those that have been particularly active with innovations or involved in significant mergers and acquisitions over the last two years are: 

CU Phosco Lighting is the largest UK manufacturer of outdoor lighting products and street furniture.  With four specialist factories in the UK and a joint venture in China they report a multi-million pound turnover.  CU Phosco manufactures street lighting luminaires and columns for street lighting, floodlighting, sports lighting and decorative outdoor.

Dextra Lighting Systems plc is an established manufacturer of commercial and industrial lighting.   Their plant in Dorset claims to have the largest concentration of modern commercial lighting manufacturing and assembly equipment in Europe.  They made headlines in March 2005 with their scheme employing prison inmates to construct subassemblies.  Turnover to the end of December 2004 was £41m, an increase of 47.2% on the previous year.  

iGuzzini Illuminazione UK Ltd is a full subsidiary to iGuzzini Italy and has established itself as one of the largest architectural lighting companies within the UK market serving commercial, retail, leisure and amenities sectors.  iGuzzini is very strong in lighting systems for retail organisations, and has been a supplier for over ten years to such companies as Tesco, Sainsbury and Safeway.  Turnover of end December 2004 is reported as £19.6m, an increase of 23.8% on the previous year.
Lumidrives based in Knaresborough specialise in solid state light fittings and components and design services for LED illumination systems.  The company was bought by LED technology firm Dialight in February 2006 for £3m.  Lumidrives has seen rapid growth over the last few years and reported a turnover of £3.5m in 2005 of which export sales accounted for 40%, indicating the potential of the LED market.  

Mathmos Ltd is a designer and manufacturer of novelty lighting products and in particular the ‘lava lamp’.  The company have recently expanded their product range taking advantage of innovations in LED’s. Although the company continues to innovate in this niche domestic sector they have suffered from the downturn in the domestic market.  Turnover to end June 2005 was £2.2m, a decline of 19.9% on the previous year.  

Oldham Lighting Ltd is the UK’s Leading cold cathode lighting designer and manufacturer.  They undertake a large number of high-profile overseas projects such as winning a £1 million contract in Abu Dhabi and their involvement in the prestigious Hotel Puerta de America project in Madrid.  Exports account for 50% of Oldham Lighting’s turnover and they are expecting growth in the region of 40% over the coming period. 

Mike Stoane Lighting Ltd is a design led manufacturer of architectural lighting equipment. From their manufacturing base in Scotland they produce custom made solutions for projects such as lighting the Royal Bank of Scotland headquarters, St Pauls Cathedral and the Copenhagen Opera House.  Product innovation is also a strength with the Amphibian range launched in February 2006.

The Wila Group Ltd was acquired in a management buy-out in Spring 2005.  Since then Wila have concentrated on expanding their product range, acquiring distributorship of Hoffmeister products and the Schmitz Leuchten distributorship.  They are best known for supplying ergonomic office luminaires and complete ‘intelligent lighting solutions’.

8.5
Lighting Control Systems Suppliers

Companies active in the lighting controls sector include major lighting equipment manufacturers, major suppliers of electrical control gear (including non-lighting applications) and small niche sector specialists.

Luxmate Controls is part of Luxmate Controls GmbH, which has subsidiaries in London, Madrid and Germany, and is ultimately owned by Zumtobel Aktiengesellschaft.  The company offers lighting control systems for both indoor and outdoor applications including Luxmate OLC, a lighting management programme for road and amenity lighting which offers remote adjustment and maintenance checks with no need to lay additional cables to the lighting columns.  Company turnover for the financial year ending 30 April 2004 was £2.4m.

Cooper Lighting and Security, one of the largest manufacturers of lamps and luminaires in the UK, is a major supplier of lighting control systems including daylight linking, constant illumination, infrared programming, time switching and luminaire communication, as well as manual dimming systems.

Hager UK is part of the Hager Group of Luxembourg, which manufactures a wide range of power distribution, circuit protection and wiring accessories.  The company offers a range of lighting distribution, digital lighting controls and occupancy sensors under its ‘Klik’ brand, as well as marketing intelligent building controls for commercial and residential applications (which control heating, lighting and shutters etc) under the ‘Tebi’  brand, controls and digital dimmers.  Last available turnover was £36.8m to end December 2004, an increase of 1.9% on the previous year (2003: 36.1m).

Eaton MEM Circuit Protection and Control is a leading manufacturer of circuit breakers, switchgear, fuse gear, LV switchboards, capacitors and motor control gear, with particular strength in the Low Voltage distribution sector.  Amongst the company’s large product range are intelligent distribution and lighting control systems.

Polaron Controls Systems manufacture architectural lighting control systems, integrated building systems, industrial drives and control systems.  Based in Hertfordshire, the company also operates offices in Dubai and Hong Kong.  Turnover for the 12 months to 30 June 2004 was £3.9m.
Lutron EA manufactures architectural lighting controls and lighting control systems, offering over 11,000 products aimed at both commercial and domestic applications, ranging from single wall dimmers to entire building control systems.  The company is part of Lutron Electronics Co Inc. of the USA and achieved sales of £11.1m in the year to end December 2004, an increase of 23.1% on the previous year (2003: 9m).  

Delmatic offer a wide range of switching and analogue/digital dimming systems including their new ‘DELi’ advanced lighting management system which combines the latest DALI dimming with LonWorks interoperability.  Turnover for the year ending 31 May 2004 was £2.6m, with major current and recent project including the Swiss Re building, HSBC HQ in London and The Science Museum Welcome Wing.

ABB is a leading manufacturer of power and automation technology, with a wide product offering.  The company’s ‘i-bus’ EIB/KNX intelligent control system has the capability of controlling internal and external lighting scenes and timed settings for external lighting, as well as the complete spectrum of building services including shutters, heating, ventilation, security and energy management.
Pulsar Light of Cambridge manufacture and supply lighting control systems and LED lighting for architecture, as well as for entertainment applications.  The company operates through a network of distributors.  Recent projects include the lighting for the QEII Conference Centre in London.  Company turnover was £5.3m to end December 2004.

Ex-Or design, manufacture and install a comprehensive range of lighting and energy management systems. Products include the Ex-Or MLS Digital Managed Lighting System, MLS Connect Digital Connection Systems, Lightspot Energy-Saving Presence Detectors, Failsafe Emergency Lighting Testing Systems, SceneSelect III scene setting and dimming system and Loospot automatic flushing and lighting controls.  In May 2006 Ex-Or announced a high-profile project installing the lighting management system in the flagship building of the Spinal Injuries Association in Milton Keynes.

WILA Lighting, part of the Wila Group listed above, are based in Wantage, Oxfordshire.  They specialise in lighting management systems for office and administration buildings, including Compact for compact luminaires, Office for office illumination systems and E Control for light management systems.  Also known in the UK for supply of It is the UK subsidiary of the German-based WILA Group.  

Electrak, principally a manufacturer of trunking and electrical accessories, offers a lighting control system combined with power distribution and bus under the Lightrak brand.  Turnover to 31 March 2005 was £7.2m, an increase of 12.4% on the previous year (2004: £6.4m).

Mackwell Electronics offer a range of high technology emergency lighting controls and is part of FW Thorpe plc.  Mackwell’s components include ‘Twin Start’, a component module whereby mains twin lamp operation is backed up by single lamp operation in emergency.  Turnover to end June 2005 was £8.4m, an increase of 7.2% on the previous year (2004: £7.8%).

TSS Control Systems is part of the Industria Group, which also owns WRTL Exterior Lighting.  Based in Bodelwyddan, North Wales. TSS Control systems specialise in the supply of electronic monitoring and control systems for road and tunnel lighting.

SELC Electronics Ltd is the UK arm of SELC Ireland Limited and specialise in photelectronic devices for switching public amenity lighting, signage, decorative and external security lighting.

Futronix supply lighting controls, dimmers and high-end commercial lighting control systems.  Turnover to end October 2004 was £268,548.

Other companies competing in the lighting controls sector include Richmond Lighting who have recently introduced a range of wire-less radio management lighting controls, Helvar Merca, Flex Connectors, Remote Controlled Lighting, iGuzzini and Harvard Engineering.
9.
DISTRIBUTION

With such a broad spectrum of end users, the distribution channels for the lighting market are many and varied.

9.1
Domestic Market

As lamps are a commodity item within the domestic market and luminaires are very much a considered purchase they naturally have different distribution channels.

Lamps are purchased mainly through grocery or DIY multiples.  Changes in distribution over the past two years have been marginal, but slightly favour the grocery market where the range of lamps available has increased.

The DIY multiples continue to grow their distribution share of luminaires with broad ranges of relatively inexpensive, design-led products.   Independent lighting specialists and electrical showrooms continue to lose share in the face of price competition. The following table illustrates the relative share values of the particular distribution channels in the domestic lighting market:-

	Table 30: Retail Sales of Lamps & Luminaires by Channel of Distribution 2005 Share by Value

	
	
	

	
	Lamps
	Luminaires

	
	
	

	DIY Multiples
	37
	35

	Grocery Multiples
	39
	7

	Department Stores /Variety Stores/ High Street Multiples
	19
	43

	Mail Order / Internet / Catalogue
	
	

	Lighting Specialists / Independent Retailers
	         5
	           15

	Others
	
	

	Source: AMA Research/Trade Estimates


9.1.1
DIY Multiples

The dominant position of the DIY multiples is due to their major presence in both the lamps and luminaires markets with an estimated 37% share of the lamps market and 35% in luminaires in 2005.  

Lighting represents a significant product area for DIY multiples, at an estimated 6-7% of their turnover with most of the major multiples offering comprehensive ranges of lights and fittings. The number of store outlets has not changed significantly in recent years remaining just under 1,100, although average store size and turnover has increased which has allowed DIY stores to increase the amount of dedicated shelf space in certain product areas and expand their range of overall products. 

In terms of lamps, DIY stores are increasingly offering a wider range of branded and ‘own brand’ lamps including more specialist ranges as well as standard. The large volumes sold via this sector allow them to offer competitive prices, additionally benefiting the growth of the sector. 

DIY multiples are also key outlets for light fittings, which have recently benefited from the broader range of luminaires offered of increased quality and fashionable styles at competitive prices. Areas of particular growth area are security and external lighting, as well as spotlights, in line with current lighting trends.

B&Q is the UK's leading DIY and garden centre retailer with 14.8% of the repair, maintenance and improvement market share (includes DIY and builders merchant sales).  Turnover for the year to January 2006 was £3.9bn with profits of £208.5m.  B&Q have a network of 329 stores across the UK as well as a website www.diy.com which offers DIY products online.  B&Q stock branded lamps as well as their own brand and a wide selection of luminaires under the B&Q label.

Homebase is the second largest DIY brand in the UK, with a 12% market share and more than 280 stores.  Owned by the Argos Retail Group, the company positions itself as a supplier of DIY, home and gardening lifestyle products with an emphasis on design and décor, including an own brand range as well as branded and designer-led labels.   Turnover for 2005 was £1,580m.

Focus (DIY) Ltd are the third-largest DIY retailer with 256 stores and offer an extensive range of DIY and gardening products, primarily to consumers seeking to undertake light home improvement and maintenance projects.  Turnover to end October 2005 was £470.9m, a fall of 9.9% on the previous year (2004: £522.4m).

9.1.2
Grocery Multiples

As lamps are a household commodity, grocery multiples maintain a strong market share of distribution of around 39%.  GLS lamps still account for the largest proportion of shelf space, with generic own brand lamps typically sold at very low prices.  CFL and halogen products are increasingly gaining merchandising space, as demand for such products increases.  

The development of superstores by Tesco and Asda has allowed these grocery multiples to gain a marginal share of the luminaires sector, particularly with products like desk and table lamps.  
Tesco operate over 1,878 stores in the UK, as well as a further 440 stores in over 10 different countries and in 2005 reported a turnover in excess of £37bn. The Tesco Extra format offers the widest range of lamps and luminaires.  GLS bulbs account for around 60% of lighting stock.  Tesco offer GE and own brand lamps including CFLs, halogen and linear lamps.

Asda, part of the Wal-Mart group, operates more than 250 stores across the UK in their ‘Supercentre’ format which offers home and lifestyle goods as well as groceries.
Sainsbury’s currently has 455 supermarkets and 296 convenience stores across the UK, and achieved a group turnover of £16.3 billion at in 2005.  Sainsbury’s stocks a wide range of own branded products and Osram brand lamps.  For the 12 months to 25 March 2006, the supermarket made an underlying pre-tax profit of £267m, up from £238m a year earlier.

9.1.3
Department Stores/Other High Street Chains

Overall, Department stores and other high street chains have remained relatively stable over the past few years in the UK Lighting market, with an estimated 19% share of the lamps market and 43% share of the luminaires sector.  Department stores have lost some share to the DIY and grocery multiples who have deliberately undercut their ‘lifestyle’ market with cheaper products.

This sector has benefited in terms of luminaire sales over the past 2 years primarily due to the large amount of space that can be allocated to lighting products, offering consumers vast choice including high-value and competitive prices. Additionally stores such as BHS train staff to have specialist lighting knowledge.

In general, this sector supplies a wide variety of lamps, usually to ensure replacements are available for all types of fittings of luminaires sold within the store, including more specialist bulbs. Market share has partly been lost due to a wide variety of lamps being increasingly available in other distribution outlets such as DIY chains.
Woolworth’s has a good reputation as a major lamp stockist, mainly supplying a range of own branded lamps. The company also sells a range of lampshades and uplighters, mostly under own brand name, and a limited amount of luminaires.  Task specific lighting such as desk lamps are also available at the cheaper, volume end of the market.

BHS enjoys a reputation of being one of the leading lighting specialists amongst department stores, with an estimated 10% of its turnover coming from lighting.  In general, stores have a separate lighting department, mainly catering for ceiling and wall lighting, but also stock a comprehensive range of lampshades, and light fittings for decorative purposes.

John Lewis Partnership operates 26 department stores making it the largest department store retailer in the country.  John Lewis presently lays claim to 10% of the UK’s lighting market.  

House of Fraser Group operates from around 50 department stores across the UK.   However, the stores are not standardised outlets and merchandise mixes vary from store to store, in accordance with local consumer profiles. With regard to lighting, the company stocks high value, low turnover products such as table lamps and ceiling lights within specialised departments.

Habitat operates 42 stores in the UK and offers a range of floor lamps, pendants and decorative lighting in unusual contemporary designs.  

IKEA have 14 stores across the UK and offer a range of contemporary luminaires and decorative lighting at low prices.   

Other retailers offering lighting products include Debenhams plc who offer a wide range of up-lighters and lampshades but a limited range of luminaires.  Home furnishings has provided diversification for several retailers resulting in the development of own-brand lighting products by retailers such as Marks and Spencer, Laura Ashley and Next.

9.1.4
Mail Order / Catalogues / Internet

Argos is particularly strong in domestic lighting stocking in excess of 500 lighting products covering floorstanding, spotlights, ceiling and wall fitting luminaires, table and novelty lamps.  External lighting makes up a significant part of the range and lighting accessories such as lamps, switches and shades are also stocked.

Argos, owned by GUS plc, has over 650 stores across the UK with plans to expand to 750 stores by March 2009.  Products are also available through their website or over the telephone.  Argos is now the UK's leading general merchandise retailer with sales of over £3.5 billion (financial year April 2004-March 2005).

The direct sales channel is not considered to be particularly significant in terms of the overall UK Lighting market, although the number of suppliers is growing.  These companies differentiate from the rest of the market on the huge range of lamps they are able to supply including specialist lamps not easily available through the usual retail channels.  Traditionally offering their product range through catalogues, mail order companies have adopted e-retail for ease of convenience and access.  Most sites are backed by telephone sales support.

www.bltdirect.com offer a huge range of lamps with special offers discounting prices by 80% in some cases.  www.thelightbulb.co.uk offer a range of branded GLS and specialist lamps from the ‘big four’ lamp manufacturers.  Other suppliers include www.lightbulbs-direct.co.uk. However, it is difficult to assess the share of direct sales sites, though they are not regarded as major players at this stage.

9.1.5
Electrical/Hardware Independents

Town centre based independent retailers continue to lose market share to the out-of-town multiples.  However notable retail chains include Robert Dyas with around 70 stores located mostly in the South of England and Wilkinsons, with 220 stores in the UK.  These retailers purchase in volumes which mean they can offer a limited range of lamps and luminaires, including exterior lighting.  

9.1.6
Lighting Specialists 

It is estimated that there were around 1,000 lighting specialists in the UK in 2005, primarily supplying to the domestic sectors, although some may also supply to smaller businesses.  It is estimated that lighting specialists are relatively insignificant in terms of value share of the lamps market.  This low share is primarily due to the price competitiveness of the grocery sector and DIY multiples.

In terms of luminaires, lighting specialists have a reasonable share of this sector, due to their focus on higher value products and lower turnover in volume terms.  The specialists are usually independently owned and have access to a wide range of products in addition to good knowledge and experience, which makes them attractive for consumers looking for a higher quality products, service and advice.  
9.2
Non-Domestic Market

9.2.1
Channels

Wholesalers and distributors dominate the distribution of non-domestic lighting equipment.  The table below illustrates our estimate of non-domestic sales of lighting equipment by channel of distribution:-

	Table 31: Non-domestic Sales of Lighting Equipment by Channel of Distribution 2005 By Value

	Channel
	Share

	Wholesalers/Distributors
	60

	Direct Supply
	31

	Others, e.g. DIY Multiples, Merchants
	9

	Total
	100

	Source: AMA Research/Trade Estimates



The non-domestic lighting market is dominated by wholesalers and distributors with an estimated 60% value share. Direct supply has won some market share as the volume of equipment required for major projects such as street lighting PFI projects are often supplied direct from the manufacturer.  The remaining 9% of the non-domestic market is represented by DIY Multiples and Builders Merchants who also supply electrical contractors.  

Wholesalers/distributors are divided into two broad groups: general suppliers, who supply a wide range of electrical components and accessories, and specialist wholesalers/ distributors who primarily supply lighting equipment.

Specific lighting requirements for the non-domestic sector are better served by the wholesalers or direct supply from manufacturers who offer a wider choice. However, the DIY multiples share is expected to increase in the long term reflecting trends towards cultivating trade requirements with ‘warehouse’ format stores and the development of trade outlets generally – though it should be emphasised the majority of lighting products in these stores are aimed at domestic or ‘light commercial’ applications.

9.2.2
Electrical Wholesalers

The electrical wholesale market remains a key distribution channel in the non-domestic lighting sector.  It is estimated that somewhere in the region of £450 million of lighting equipment passed through the wholesale channel in 2005 and lighting accounts for around 15% of wholesale product sales

The majority of applications for lighting are reasonably small contracts or requirements involving a wide range of products, which cannot be fulfilled by one or two manufacturers.  The main benefits of using a wholesaler are that the contractor is able to choose from a wide range of products and availability is usually immediate.

Historically, wholesalers have carried a range of competitors’ products in order to provide a wide and varied choice for customers.  Increasingly, manufacturers and wholesalers are tying up supply agreements or partnerships which benefit the manufacturer by guaranteeing a channel of supply and the wholesaler by reducing the level of stock they carry.  

The following chart provides an illustration of the broad structure of the Electrical Wholesale market in 2005:-

Chart 32: Mix Of Electrical Wholesale Market - Percentage By Value 2005
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The national sector is estimated to account for around 70% of the market and includes Edmundson, Newey and Eyre, City Electrical Factors, Rexel Senate, WF Electrical, Denmans and Routeco, whereas the locals/regionals are estimated to account for approximately 30% of the UK electrical wholesale market.

Smaller regional and local electrical wholesalers frequently belong to one of a number of buying consortia enabling them to access more favourable buying arrangements.  The smaller operations often provide stocking policies reflecting specialist local industry knowledge, economical pricing (due to low overheads) and close proximity to their customers, all of which enable them to compete with the larger operators in the immediate vicinity.

The following chart indicates our estimates for the market shares of the leading organisations within the electrical wholesale market:

Chart 33: Electrical Wholesale Market Shares By Value
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The Hagemeyer Group is a Dutch company, operating a number of distribution businesses throughout Europe. In the UK it has roughly 26% of the market, split between its two subsidiaries - Newey & Eyre and WF Electrical.  The Group reported turnover of €5.6 billion for 2005.

· Newey & Eyre are anticipating good prospects for growth in 2006/07.  This follows three years of disruption and cost following the implementation and subsequent failure of a new IT system to manage distribution.  They claim to have delivered the new system successfully and now operate from 10 regional distribution centres across the UK.  

· WF Electrical Distributors Ltd is a smaller operation within the Hagemeyer Group. 

Edmundson Electrical claim to be the premier electrical distributor in the UK.  They offer a wide range of products including control and automation, instrumentation and electric components.  End-use sectors include oil, gas and petrochemicals; food industries; retail; facilities management; power generation, etc.  Edmundson also supply export markets.  Turnover to end December 2004 was £640m, and increase of 7.1% on the previous year (2003: £597.4m).

City Electrical Factors claim to be the largest privately owned electrical distributor and supplier in the UK with around 400 branches.  CEF manufacture a significant proportion of their products, and have manufacturing units covering lighting, security, wiring accessories, cable and cable accessories.  Their brand names include Tamlite, a lighting group who specialise in emergency lighting.  Turnover to end April 2004 was £403.7m, an increase of 2.4% on the previous year (2003: £394.4m).

Rexel Senate are owned by the Rexel Group and are another leading electrical distributor with 97 branches in the UK.  In addition to the mainstream branches, Rexel Senate also cater for specialist markets, through divisions such as 'ECCS' (Electrical components and Control Systems), and 'EMS' (Electrical and mechanical Supplies). 'Rexel Senate Systems' offer the design of complete lighting or Security Systems, and the facility of working from an existing brief and then putting together all the different parts using regular suppliers at the most competitive price.  Rexel Senate claim to be the UK leader for the distribution of security equipment to specialist installers.  Turnover to end December 2004 was £128.7m, an increase of 8.2% on the previous year (2003: £118.9m).

Denmans Electrical Wholesalers are also owned by Rexel Group SA and operate from around 50 branches.  Turnover was £48.7m to end December 2004, an increase of 9.7% on 2003 (£44.4m).

Stearn Electric Company Ltd is based in Newbury and has around 13 depots in the UK.  The company tends to concentrate on larger electrical items rather than wiring accessories and circuit protection devices.  It is understood that Stearn has a policy of dealing exclusively with electrical wholesalers.  Turnover to end December 2004 was £56.5m, a fall of 4.5% on the previous year (2003: £59.2m).

BDC Foster is part of Bridisco Limited, who reported a group turnover of £144.4m for the year to March 2005.  Bridisco serve defined market segments with the following operating groups: 

· Foster - ‘superdistributor’ to electrical wholesalers.

· BDC Independents - service independent electrical and hardware retailers.

· BDC Trade Centres - providing tradesman and business user with a one-stop shop.

· BDC Commercial Supplies - hold national contracts to supply the NHS and Universities, and are preferred suppliers to most of the UK’s County and City Councils. 

A second group of wholesalers/distributors only supply lighting equipment, for example, AP Lamps, The Lightbulb Company, Low Energy World, Trilight, CED, Lighting for Gardens Ltd, Specialist Lighting Services, Voltimum and Pure Lighting Ltd.  Traditionally these wholesalers have supplied through mail order catalogues but now all have online ordering facilities through websites.

10.
FUTURE PROSPECTS

The prospects for the lighting market are clearly linked to the fortunes of the UK economy.  While the medium term forecast for the economy generally remains relatively healthy, with above average GDP, low inflation and unemployment, recent fears over interest rate rises and a slowdown in the housing market have had a negative impact on retail spending in 2005 and early 2006, which is expected to continue over the short to medium term.  

However, mid-2006 is seeing some modest recovery in the housing market which, if maintained, should help consumer confidence.  As retail activity picks up again the demand for lighting products should also rise, in both domestic and non-domestic sectors.

The key areas of opportunity for the lighting market over the next few years are likely to come from the commercial and public investment sectors.  In particular, the success and acceptance of Public Private Partnerships present a big opportunity for lighting manufacturers as amenities and facilities are updated.  However, PFI funding is subject to changes in the political climate.  For example, in May 2006 a review of current PFI spending plans in the healthcare sector was announced which could lead to a reduction in the size of schemes. 

The recent government investment in health and education infrastructure has given the lighting industry a boost over the last few years, providing major new opportunities. Commitment is in place to refurbish every secondary school in England by 2015, and a target of 100 major new hospitals by 2010 is driving significant investment with new lighting technologies, particularly in energy saving, being embraced.  However, there is some feeling that the level of expenditure enjoyed in the past few years may not be able to be sustained into the medium term, suggesting the major opportunities here lie in the period of the next 3 to 4 years.  

The opportunities in the commercial sector come from refurbishment programmes, particularly for larger office blocks where the installation of control systems to manage energy and facilities within the building are becoming more sophisticated.  New legislation is requiring changes in specification in working environments and lighting is very much a part of this.  There is a requirement to use more natural lighting in buildings but the British climate and short winter days suggest that this requirement will not significantly change demand for artificial lighting but require designers to be smarter about the ways in which lighting is applied.  There is also significant legislative and commercial pressure to reduce energy use in commercial environments which only new lighting and control solutions are able to deliver.

The Olympics in London in 2012 is a big boon for the lighting market.  Not only will new stadia and sporting facilities require lighting, but also the infrastructure and environment will be refurbished and improved to accommodate the event.  A figure of £100 million has been suggested as total lighting spend around this project.  A knock-on effect in the leisure, hotel and catering industries is also anticipated.

As domestic consumers look for better value solutions, the dominance of the multiple grocery and DIY retailers will increase which in turn will put pressure on their suppliers to provide quality goods at very low margins.  It is likely these retailers will continue to gain share at the expense of the traditional lighting retail market.  Smaller retailers will have to be focused on service and design expertise to differentiate on factors other than price.

Manufacturers/retailers are increasingly relocating or sourcing from countries in the Far East and Eastern Europe. Industry rationalisation has been very strong in the lamps market, reflecting the high volume nature of the sector. However, luminaire supply remains highly fragmented due to the wide range of materials, designs and price points in the market, and is unlikely to change dramatically in the short term. 

Distribution to the non-domestic sector will remain with the wholesalers who appear to be creating closer working relationships with the manufacturers which may affect their strategy of stock holding.  There is likely to be an increase in direct supply as high value projects such as government-sponsored initiatives justify the expense and require the direct input of the manufacturer.

Energy efficiency is the key driver for product development and market growth.  In particular, building management systems, focusing on energy efficiency and lower maintenance costs, will stimulate growth in the lighting market which in turn stimulates demand for more efficient luminaires and lamps.  The domestic market is expected to follow more slowly as the higher cost of energy efficient lamps deters consumers.  Education is key to shifting consumer attitudes and government and industry sponsored schemes will have a positive effect on this market sector.

Continued price erosion as products are sourced more cheaply will affect the value of the domestic market.  Until recently, GLS lamps were the main product category to be affected but other products such as tungsten halogen lamps are also rapidly dropping in price.  

However, with falling prices comes increased value and choice for the consumer.  The awareness of lighting as a key interior feature continues to grow and consumers are moving away from one powerful light source in favour of smaller, multiple fittings often using higher value lamps.  The use of lighting on the outside of the home is also increasing rapidly with people recognising the benefits from a security as well as an aesthetic point of view.

In both the domestic and non-domestic sectors, the development of lighting technology will be a key driver for growth over the next few years.  The importance of LED technology is being embraced with global manufacturers committing investment in specialist research centres as well as the proliferation of specialist niche manufacturers.  The quest for miniaturisation, improved colour, efficiency, life expectancy and colour rendering capacity of lamps is driving development forward.  Manufacturers are releasing innovative lamps and luminaires almost on a monthly basis to address needs in specialist sectors such as healthcare and emergency lighting.  Research and development activity appears to be high and innovation is keeping the UK market buoyant.
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