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What is the UK Industrial Strategy?

Published by government in 2017, it sets out how the UK will create an
economy that boosts productivity and earning power across the country
The vision is for the UK to:
— be the world’s most innovative economy
— create good jobs and greater earning power for all
— have a major upgrade to its infrastructure
— be the best place to start and grow a business
— have prosperous communities across the country.
To achieve this, it is important to ensure every part of the UK
realises its full potential

What is productivity?

Productivity measures how much output is produced by a given input
– for example, the value of the goods or services produced per worker
within a region or sector

Improving productivity means more output can be produced with given inputs

Productivity matters because it is a key driver of economic growth, social
prosperity and living standards. In the long run, a country’s ability to raise
living standards is almost entirely down to its ability to increase productivity

How is the UK Industrial Strategy structured?
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Foundations

Ideas

the world’s most innovative economy

People

good jobs and greater earning power for all

Infrastructure

a major upgrade to the UKs infrastructure

Business Environment

the best place to start and grow a business

Places

prosperous communities across the UK
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Grand Challenges
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Sector Deals

(published to date - more planned)

Artificial intelligence
and data economy

Aerospace

Clean growth

Artificial Intelligence

Future of mobility

Automotive

Ageing society

Construction
Creative industries
Life sciences
Nuclear
Offshore wind
Rail
Tourism

What is the North East Local Industrial Strategy?

The North East Local Industrial Strategy will be an evidence
based delivery plan extending to 2030 that is aligned to the
UK’s Industrial Strategy, setting out how the North East will
play its part to boost productivity and living standards for its
residents and businesses.
It will:
— Set out how the region and government will work together to
maximise our contribution to UK productivity
— Identify areas where we can drive North East industrial and
business growth and include propositions to contribute to the UK’s
Grand Challenges and Sector Deals
— Provide information to inform investment programmes for future
funding, subject to future consultation.

How does the Local Industrial
Strategy fit with the North East
Strategic Economic Plan?

Grow and develop
North East economy

6 Targets

Increase the number of
jobs by 100,000 by 2024

70% of all jobs created
between 2014 and 2024
will be better jobs

Close the gap with
England excluding
London in the
employment rate for
people aged 16-64 by
2024

Reduce the gap with
England excluding
London in economic
activity for people aged
16-64 by 50% by 2024

Reduce the gap with
England excluding
London in private sector
employment density by
50% by 2024

Reduce the gap with
England excluding
London in GVA per hour
worked by 50% by 2024

Delivery mechanism to increase productivity
and living standards
Maximise North East assets and opportunities
to address our challenges.

North East Local Industrial Strategy governance

Secretary of State for Business,
Energy and Industrial Strategy

North East LEP Board

Decision making

North East Local Industrial
Strategy Steering Group

Representatives from:
– Government
– North East Local Enterprise Partnership
– North East Combined Authority
– North of Tyne Combined Authority
– Newcastle University

Advisory
North East Local Industrial
Strategy Working Group

(on behalf of four universities)

Progress to date
2018
July

Governance

2019
August

September

October

November

Secretary of
State announces
government will
work with North
East to develop LIS

December

January

February

March

April

May

June

July

Monthly meeting of Steering Group and Working Group
LEP Board
approves
approach

LEP Board
reviews
progress

LEP Board
reviews initial
evidence

LEP Board agrees
vision and reviews
initial strategy

Development of evidence base, using North East Economic Evidence Forum as ‘critical friend’

Evidence

Review of North
East productivity
commissioned

North East’s approach
to developing evidence
base reviewed by
cross –Whitehall LIS
Analytical Panel

Review of North
East sectors,
assets and
competencies
commissioned

Our Economy
published

North East
evidence base
reviewed by
cross–Whitehall
LIS Analytical Panel

Ongoing discussions with government
Engagement with regional partners through established structures and ad hoc discussions

Engagement
Strategic
Economic Plan
engagement event

Other

Engagement event to
consider implications and
of productivity review
Policy meetings with
government departments
Launch of refreshed
Strategic Economic Plan

Discussions with
LA7 Economic
Directors

LIS Summit

Questions?

What does the UK Industrial Strategy say about Advanced Manufacturing?

Advanced manufacturing relates to a number of Grand Challenges and Sector Deals
outlined in the UK Industrial Strategy including:
— Future of Mobility Grand Challenge
— Automotive Sector Deal
— Aerospace Sector Deal
— Life Sciences Sector Deal
— Rail Sector Deal

What does the UK Industrial Strategy say about Advanced Manufacturing?
The ambition set by government in relation to the Future of Mobility Grand Challenge is that:
“We will become a world leader in shaping the future of mobility.”
Early priority areas have been identified as:

Establishing a flexible
regulatory framework to
encourage new modes of
transport and new business
models.

Seizing the opportunities and
addressing the challenges of
moving from hydrocarbon to
zero emission vehicles.

Preparing for a future of new
mobility services, increased
autonomy, journey sharing and
a blurring of the distinctions
between private and public
transport.

Exploring ways to use data to
accelerate development of new
mobility services and enable the
more effective operation of our
transport system.

What does the UK Industrial Strategy say about Advanced Manufacturing?
The Automotive Sector Deal sets the direction and long-term strategic priorities for the
sector, building on the partnership between the government and industry that has been in
place since the Automotive Council was established in 2009. Key commitments include:

Investing into the Advanced
Propulsion Centre to research,
develop and industrialise new
low-carbon automotive technologies.

Investing into automotive R&D.

Supporting the transition to ultralow and zero emission vehicles
including through investment into
the Faraday Battery Challenge
to make the UK a world leader
in the design, development and
manufacture of batteries for the
electrification of vehicles.

What does the UK Industrial Strategy say about Advanced Manufacturing?

Shaping the future of mobility,
positioning the UK as a global leader
in the development and deployment
of connected and autonomous
vehicles (CAVs). This includes
both investment in collaborative
R&D projects and for CAV testing
infrastructure.

Encouraging take up of electric
vehicles, including through the
launch of a Plug-In Car Grant to
encourage consumers buy battery
electric vehicles, exempting zeroemission capable taxis from the VED
supplement and providing a Benefit
in Kind exemption for employees
offering free charging for electric
vehicles at work.

Investment in infrastructure
including a hydrogen transport
programme, a major new Charging
Infrastructure Investment Fund
and R&D funding from the National
Productivity Investment Fund and
industry to support new charging
technologies for on-street and
wireless charging projects.

What does the UK Industrial Strategy say about Advanced Manufacturing?
Manufacturing industries’ interests are also reflected within other Sector Deal priorities.
Regarding the Aerospace Sector Deal, key commitments include:

Investing in the Future Flight
challenge to develop demonstrators
of new aircraft (such as drones
and other electric aircraft), new
models of airspace management,
new approaches to ground support
infrastructure and new markets for
aircraft in local areas.

Expanding the National Aerospace
Technology Exploitation Programme
to boost R&D led by SMEs.

Supporting SMEs in the UK
aerospace supply chain to boost
their competitiveness through a
new productivity improvement
programme.

What does the UK Industrial Strategy say about Advanced Manufacturing?
Key commitments in the Life Science
Sector Deal include:

Key commitments in the Rail
Sector Deal include:

Supporting growth of life
sciences manufacturing,
specifically in high-value
medicines manufacturing
and application of
digitally-enabled
technologies.

Commitment to
establish a mechanism
for ensuring industry is
actively engaged in the
development of renewals
planning and delivery
and are are an integral
part of longer-term rail
investment opportunities

Building an end-to-end
national infrastructure
for advanced therapies
through a commitment to
medicines manufacturing.

Developing a new
procurement approach
across the supply chain
based on simplified
tendering process; and
adoption of procurement
scorecards between
buyers and Tier 1
suppliers.

Advanced manufacturing in the North East

Health and life sciences is one of four areas of strategic importance set out in the
North East Strategic Economic Plan. Pharmaceutical manufacturing is one of industries
covered by the advanced manufacturing area of strategic importance’ to ‘Advanced
manufacturing is one of four areas of strategic importance set out in the North East
Strategic Economic Plan

Digital

Advanced
manufacturing

Health and
life sciences

Energy

Advanced manufacturing in the North East

Innovation diversification and development
Strengthened innovation activity around longterm sustainability from low carbon production and
digitalisation is critical for the future development of the
sector.

Driving the electrical revolution

Automotive Sector Deal

Made Smarter

The Automotive Sector Deals presents a significant
opportunity for North East suppliers through its ambition to
increase the value of UK content in domestically produced
vehicles to 50% by 2022.

The Applied Digital Technologies Science and Innovation Audit
has given us insight into the barriers that businesses are facing
in adopting next generation digital technologies. This insight
underpinned the North East’s response to the national Made
Smarter Review. We have proposed a collaborative programme
to address these barriers and create a regional hub and adoption
programme with Tees Valley Combined Authority, which will also
secure funding to deliver a North East Made Smarter programme.

Enterprise Zones
Enterprise Zones are crucial to the growth of the advanced
manufacturing sector and we will continue to work hard
to attract business and investment, with particular
focus on the IAMP. A £500 million development, IAMP
is strategically located near Nissan to house major
international supply chain companies and create over
5,000 jobs by 2024.

Questions?

A North East-led consortium is focused on securing funding
to deliver the Driving the Electrical Revolution programme.
This will position the North East as a global leader in the
development of power electronics, machines and drives.

Centre for Sustainable Advanced Manufacturing (CESAM)
CESAM is a proposed facility that will accelerate
process innovation and enable a shift towards industrial
digitisation for advanced manufacturers. The CESAM
partnership aims to secure funding and be on site by 2020.

Developing an evidence base for North East LIS

Builds on earlier research
undertaken in North East
and ongoing of research
being undertaken in
region and more widely.

Our annual ‘state of the region’
report, Our Economy provides
overview of the North East LEP
area economy and how it is
changing over time. This year’s
report focused on what makes
the North East competitive.

Commissioned review of
North East productivity
performance and what
underpins this.

Commissioned review
of North East sectors,
competencies and
assets that can
support productivity
improvements.

Have used North East Economic Evidence Forum as ‘critical friend’
to review evidence base throughout LIS development process.

What the LIS evidence tells us about Advanced Manufacturing in North East
In the North East LEP area, the productivity of the ‘manufacturing’ sector is above the North East
LEP average. However, the productivity of the sector is lower in the North East LEP area than across
England excluding London as a whole. Given that manufacturing is overrepresented within North East
employment, increasing the productivity of this sector would help increase overall regional productivity.

The review of North East sectors, competencies and assets highlighted the region’s key strengths in
advanced manufacturing, focusing on pharmaceutical; chemicals and automotive manufacturing. In
relation to automotive manufacturing:
There are over 240 companies in the North
East sector including 28 Tier 1 suppliers, with a
number adjacent to the Nissan plant. The £500
million International Advanced Manufacturing
Park (IAMP) will allow this to increase further.
The sector is supported by a highly
regarded cluster organisation, the North
East Automotive Alliance (NEAA), with
350-member companies and running more
than a dozen working groups.

The sector has undergone a period of
growth, with 46 investments totalling £1.6
billion over the past five years.
The region has a strength in electric vehicle
manufacture (with the region having Europe’s
largest battery facility and currently accounts
for 20% of Europe’s electric vehicle production).
Academic expertise in electrification and
power management, principally at Newcastle
University, supports innovation in this area.

What the LIS evidence tells us about Advanced Manufacturing in North East

The North East is participating in the
Driving the Electric Revolution, a national
initiative to increase production of Power
Electronics, Motors and Drives (PEMD)
products in the UK by 2025.

Another major shift in the industry will
be the growth of autonomous vehicles.
The network of suppliers and roads
around Nissan provides an ideal site for
a network of connected autonomous
vehicles to be piloted.

There is potential to strengthen links between passenger car manufacture and the heavy construction
and off-road equipment subsector (with Komatsu, Caterpillar and Cummins all having a strong presence
in region) and rail manufacturing (Hitachi and its supply chain).

What the LIS evidence tells us about Advanced Manufacturing in North East
In relation to pharmaceutical manufacturing:

North East England is one of the major
global locations for the pharmaceutical
industry, with an estimated contribution
of £0.73b to £1.28b to the UK economy in
terms of direct, indirect and induced GVA.

First for Pharma reports that the industry
employs between 4,300 and 5,300 in the
region and contributes to £450 to £790
million in the region’s GVA.

The pharmaceutical manufacturing sector
in the North East includes manufacturers,
amongst them the large multinationals
GSK and MSD, UK-owned contract
development and/or manufacturing
organisations such as Arcinova, Aesica
and Sterling Pharma solutions, and Asianowned Fujifilm Diosynth and Piramal.

Across the North East, the sector is
supported by an active cluster lead body
in North East Process Industry Cluster
(NEPIC) with over 300 members.

What the LIS evidence tells us about Advanced Manufacturing in North East
In relation to chemicals manufacturing:
Within the North East, the sector included
105 enterprises, with 9,000 employed and
generating £1.1b GVA.

The North East LEP area houses a broad
range of companies including Procter and
Gamble, Akzo Nobel, Thomas Swan, High
Force Research and Kilfrost. The industry
is long established and ranges from bulk
petrochemicals to specialisations and
overlaps with the pharmaceutical sector.

The North East also enjoys a very strong
academic research capability. Durham
University ranked first for impact in
chemistry in the 2014 Research Excellence
Framework28; with Newcastle, York
and Leeds universities it has launched
a Northern Sustainable Chemistry
consortium, NORSC, to advance “green”
chemistry, while Newcastle brings a
strong chemical engineering capability.

What the LIS evidence tells us about Advanced Manufacturing in North East
The review of North East assets, sectors and competencies also identified a number of constraints
on the growth of the sector including:

Short payback times demanded by
manufacturers.

Risk aversion, with maintaining production
critical meaning businesses are unwilling
to risk changes that may compromise
plant operation or efficiency.

Ensuring the sector continues to be able to
access skilled workers, with replacement
demand a particular issue.

For North East manufacturing industries
to be recognised outside of the region on a
national and international scale.

Need for international mobility of personnel, the possibility of regulatory complexity and potential
supply chain disruption are all Brexit-related issues which could be problematic for the manufacturing
sector.

What the LIS evidence tells us about Advanced Manufacturing in North East
Key recommendations from the review of North East sectors, competencies and assets in relation to
our manufacturing industries are to:
Create a stronger national voice and profile
for our manufacturing industries.

Align electromobility support to
national strategy.

Expand digitalisation and diversification
support to smaller firms.

Explore links to heavy construction
equipment and rail.

Developing sustainable cluster
organisations across manufacturing
industries, building on best practice of
established regional cluster organisations.

Develop a CAV demonstrator around Nissan
and its suppliers.

What the evidence tells us about ‘what works’ in Advanced Manufacturing?

Evidence on productivity impact
from new production technologies
comes mainly from firm and
technology-specific studies. These
studies suggest sizable productivity
impacts, however follow a variety
of methodological approaches.
Examples include:
• Output and productivity in
firms that adopt data-driven
decision making are higher than
expected given those firm’s other
investments in IT
• Improving data quality and access
increases labour productivity,
but with significant cross-sector
variations
• Automation and robotics within
manufacturing processes has led
to increase in efficiencies, and
creation of high-value jobs.

Programmes that target particular
production sectors appear to do
slightly worse in terms of increasing
R&D expenditure and innovation
activities, compared to those that
are ‘sector neutral’.

International examples of national
initiatives to increase productivity
within advanced manufacturing
industries include:
• Germany’s Industry 4.0 initiatives
• The National Network for
Manufacturing Innovation
in the US
• Japan’s Robot Strategy.

The precise pace and scale of
inevitable future adjustments are
unknown, and therefore it is difficult
to know the potential impact on
productivity. Given this uncertainty,
evidence suggests policy makers
should consider:
• The role of institutions dedicated
to technology diffusion and digital
transformation in driving change
• Rapid production technological
change highlights the needs
for greater interaction between
industry, education and training
providers
• How the incorporation of
digital technologies across
the manufacturing processes,
focussing on the entire value
chain, may contribute to
productivity gains

Questions?

– Does the evidence base reflect your understanding of
Advanced Manufacturing?
– Is there anything missing from the evidence base?

Proposed approach to Advanced Manufacturing in the North East LIS

Name of proposition

Detail

Digital Free Zones proposition to A preferred Free Zone model for the North East is likely to include measures that the UK Government and regional partners
facilitate trade and competitive could implement to optimise the flow of goods between the UK and other countries and maintain the competitiveness of UK
advantage.
business. It is likely to include:
Expanded Free Port facilities in key ports (potentially also include the airport) in the region.
The use of technology to create digital Free Trade Zones, across selected geographic sites, using supply monitoring technology
to optimise the use of duty suspensions and processing reliefs in multi-tier supply chains.
Intergration of trade and
investment services model with
the Department for International
Trade working alongside regional
and international connections.

Working with the Department for International Trade and other partners to development an integrated 10 year trade, export
and inward investment strategy for the North East which aligns national, regional and locally resources capacity to target
key EU and international markets. The strategy will aim to increase export share of GVA to 35% and strengthen long term
relationships with a number of priority international geographies.

Trade facilitation

As part of the wider review of advice services in the region, we will enhance trade and investment services to better support
trade facilitation as part of wider collaborative trade and investment deal.

Delivering a Supply Chain North
East programme

In conjunction with key manufacturers and business networks, seeking to enhance UK content in manufacturing supply chains,
secure inward investment and create new opportunities for North East supply chain companies

Working with DIT to secure
On the International Advanced Manufacturing Park (IAMP) and other key strategic sites. We will also develop these sites as
opportunities to host new large- exemplar test beds in sustainable advanced manufacturing through investment in technologies and infrastructure and will take
scale investments
opportunities to test new energy generation models to support new investment

Proposed approach to Advanced Manufacturing in the North East LIS
Name of proposition

Detail

Developing facilities which can
To support ongoing improvement of advanced manufacturing processes across our supply chains and to promote low carbon
position the North East as a
manufacturing practice. This will include development of a focus for sustainable manufacturing linked to the International
recognised hub for Sustainable
Advanced Manufacturing Park
Advanced Manufacturing
deploying smart and low carbon
manufacturing across the region
and developing exportable ideas
and processes
Driving the Electrical
Revolution programme

To play a leading role in the delivery of Driving the Electrical Revolution programme, placing the NE at the heart of prototyping
and scale-up for UK companies developing Power Electronic, Machine and Drive technology and applying them to a range of
sectors. This will be a cornerstone activity for a new Science Park concept within IAMP, which engages multiple universities and
catapults in region.

A hub for battery innovation

We will build on our existing strengths in battery manufacture and research to develop a group of innovation an test bed
initiatives including:
• Go Ultra Low roll out across the North East transport system, encouraging higher rates of use of LCV and providing
opportunities for innovation and demonstration
• Development of a Faraday Battery with the Tees Valley partners co-ordinate opportunities for deployment of assets in
thechemicals sectors and North East Automotive assets.

Made Smarter Programme

Delivering a Made Smarter programme to accelerate the Industry 4.0 agenda in the region across core manufacturing sectors
through the North East Growth Hub and Tees Valley Compass

Creating a network of test-bed
and demon-strators

Linked to our international investments and our logistics and digital infrastructure to foster strengthened productivity and
innovation performance in supply chains. These will include Connected and Autonomous Vehicle (CAV) pilots, a new Campus for
Ageing and Vitality; Centre for Smart Packaging and Delivery of Medicines, and National Centre for surface technologies

Support for key business
networks and cluster
organisations

To ensure that they achieve recognised accreditation and can delivery strong support to regional businesses

Discussion questions

Is the proposed approach the most effective way to increase productivity in advanced
manufacturing? How could we have a greater impact on productivity?

Is there anything missing from proposed approach?

What is needed to deliver the proposed approach?
– What is the ‘ask’ of government?
– What is the role of regional partners?

Next steps

Feedback from engagement summit
Ongoing discussions with
North East LEP advisory boards
and other regional structures

Draft North East
Local Industrial Strategy

Final North East
Local Industrial Strategy

To be reviewed by Working
Group, Steering Group and
North East LEP Board

Agreed by North East LEP Board
and Secretary of State for
Business Energy and Industrial
Strategy

Submitted to government

Published by government

Bilateral discussions
with government

Thank you

