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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

10

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 business environment?

— The UK has a global reputation as a good place to do business
— A new business starts up every 75 seconds
— We are home to five of the top 10 fastest-growing businesses in Europe
— People looking to grow or relocate a business come to Britain confident in
our high corporate standards
— The Organisation for Economic Co-operation and Development ranks us
as one of the best places to start and grow a business
— We have the most competitive tax rates
— We are welcoming to global talent and disruptive start- ups

What are the key business environment policies in UK Industrial Strategy?

Launch and roll-out Sector Deals –
partnerships between government
and industry aiming to increase
sector productivity. The first
Sector Deals are in life sciences,
construction, artificial intelligence
and the automotive sector

Drive over £20bn of investment
in innovative and high potential
businesses, including through
establishing a new £2.5bn
Investment Fund, incubated in the
British Business Bank

Launch a review of the actions that
could be most effective in improving
the productivity and growth of small
and medium-sized businesses,
including how to address what has
been called the ‘long tail’ of lower
productivity firms

Business environment in the North East

The business environment foundation is closely aligned to the
business growth programme of delivery in the North East Strategic
Economic Plan

Business
growth

Innovation

Skills, employment,
inclusion and
progression

Transport
connectivity

Investment and
infrastructure

Business environment challenges set out
in the Strategic Economic Plan
Fewer employers in the North East report an ambition to grow than any other
region in UK

North East businesses are below the national average in terms of productivity

The number of businesses starting and scaling up in the North East remains below
that of other areas in the UK
Many businesses are vulnerable to changes in the economy, including the
challenges presented by Brexit

With the changing dynamic of global trade and Brexit, retaining and enhancing our
global connectivity requires the continued development of relationships with the
rest of the world, including attracting inward investment

Business environment opportunities set out
in the Strategic Economic Plan

Businesses that access external support grow faster than
those that do not engage. The continued development and
simplification of the business support and finance ecosystem
provide us with an opportunity to increase the number of
businesses that can access the business support and finance
they need to reach their full potential

Government’s Export Strategy provides an opportunity
for us to work with the Department for International Trade
and local partners to build a strategy for strengthened
internationalisation, supporting more businesses to expand
into new geographies, markets and supply chains and to secure
investment into the North East

Greater focus on productivity by government provides
us with the opportunity to increase the productivity and
competitiveness of North East businesses by supporting the
adoption of excellent business practices

Businesses that effectively adopt digital technologies grow
faster and are more profitable and productive. There is an
opportunity to build on national and local developments and
programmes, including the Made Smarter Review, Supply Chain
North East and the Science and Innovation Audit in applied
digital technologies in advanced manufacturing

Questions?

Developing LIS 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.

Commissioned
research into
the business
and innovation
to inform the
development of the
future ecosystem
model and
framework.

What the LIS evidence tells us about business environment in North East ?

The North East LEP area has fewer businesses per head than England excluding London and fewer business
births and deaths. Whilst the North East underperforms on these measures, it has made progress against each
of them since 2014 - suggesting the business base is growing and becoming more dynamic.

Whilst the proportion of businesses that are growing (for both scaling start-ups and existing businesses
with a turnover of £1-£2 million) is slightly below the English rate, the gap is relatively small, and the North
East outperforms a number of other core city LEPs. However, the North East’s low business density and low
business birth rate means that if scale-up is measured per head, the region performs poorly. Rates of scale-up
vary by industry, with manufacturing having a higher rate of scale-up than services.

The value of goods exports per adult in the North East region is higher than across England excluding London.
The value of goods exports has increased since 2014. Exports are concentrated in specific sectors and supply
chains. Whilst the value is exports is high, a smaller proportion of businesses in the North East are engaged in
exporting than nationally. The value of service exports per adult is lower in the North East region than across
England excluding London. However, it increased between 2014 and 2016 and there is significant scope to
increase this further.

What the LIS evidence tells us about business environment in North East?

In 2017/18, the North East LEP area had one and a half times more
jobs per person created or safeguarded due to foreign direct
investment (FDI) projects than England excluding London.

Over 3,600 businesses in the North East region are foreignowned, equivalent to 4.7% of all businesses, a higher proportion
than England excluding London (3.5%) and the highest
percentage of any English region. Foreign-owned businesses
account for 36% of the North East region’s turnover and 27%
of the North East region’s GVA. These are both higher than for
England excluding London (32% and 26%, respectively).

There is evidence that management practices may also be a
constraining factor in the North East LEP area. 9.6% of managers
in in the North East LEP are not fully proficient in their role,
compared to 7.6% in England excluding London and 40% of
management teams in the North East hold no previous experience
of growing a business prior to the one they currently work in.

The review of North East sectors, capabilities and assets
recommends creating a supportive SME ecosystem. The
elements of the proposed approach include:
— Advice, mentoring and support, including peer mentoring
—

Encouraging networking and exchange between sectors

—

Making use of key anchor organisations, including sectoral
bodies and Catapult

—

Universities should also play a key role in encouraging
spinouts and as sources providers of business advice.

What evidence tells us about barriers to firms accessing external support and advice

There is a general
lack of awareness

The landscape if
confusing

Businesses do not
believe suitable
assistance exists

Businesses doubt the
benefit they will gain
in return for the time
and money invested

Businesses find it
difficult to trust
external information
and advice

What evidence tells us about the drivers of growth and productivity improvement

Internationalisation

Innovation

Adoption of
technology

Leadership capability

Talent attraction and
development

What the evidence tells us about ‘what works’ in business environment ?

Longer term
relational support

Objective, impartial
and holistic diagnosis
and brokerage

Peer to peer support

Access to specialist
skills and knowledge

Questions?

– Does the evidence base reflect your understanding of
business environment?
– Is there anything missing from the evidence base?

Peer driven business
networks and
clusters

What are we doing already?

Key activities identified in the North East Strategic Economic Plan to be
delivered between 2019 – 2021 include:
Raise levels of business growth ambition
Increase demand for external business support and finance
Ensure the supply of external business support and finance
matches the needs of businesses and the economy
Grow inward investment in the region

Proposed approach to business environment in North East LIS
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3
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Developing the
effectiveness and
capacity of the
ecosystem

Creating a culture
of enterprise and
innovation

Tackling the market
failures that
suppress demand

Ensuring supply of high
quality support that
reflects the drivers of
growth and productivity
improvement.

Proposed approach, Ecosystem Development – Key Principles

Common objective
and purpose:
our ecosystem will
fulfil the common goal
of creating ‘more and
better jobs’ through
supporting more
businesses to start up,
scaleup and improve.

Mutually supportive:

Fill market gaps and
tackle market failures:

we will continue to
develop the business
support provider
network to align
activities and ensure
that actors in the
ecosystem are pulling in
the same direction.

our approach is focused
on creating a holistic
support framework that
would otherwise would
not exist.

Co-ordinated:

Easy to access:

we will coordinate both
top down and bottom up
approaches through aligning
activities towards the
customers goals. Segmented
account management and a
‘one project’ approach will
integrate diagnosis, customer
management, quality assurance
and evaluation across the
ecosystem and deliver a
cohesive and integrated
customer journey between
delivery partners.

we will introduce a
simplified support
landscape, introducing
tailored customer
journeys, account
management, bespoke
packages of support all
through a single point of
access - the North East
Growth Hub.

Proposed approach, Outline Delivery Model

Awarness

Culture of enterprise and innovation

Segmented customer journeys

Interest

Desire

Action

Startup support
programme

High potential
startup
accelerator

High potential
startup

Growth through
markets
and sales

Existing
business

Growth through
innovation

Scale up

Growth through
people

Account
management

Growth through
competitiveness

Growth through
finance

Discussion questions

Does the approach being proposed tackle the issues holding back North East productivity in
business environment?
Does the approach being proposed build on the distinctive strengths that are important to
future North East productivity in business environment?
Is the proposed approach the most effective way to increase productivity in business
environment? How could we have a greater impact on productivity?
Does scale matter?
- If so, what scale is needed to make substantial impact on productivity in the North East?

Discussion questions

Is there anything missing from proposed approach?
Which element(s) of the proposed approach is most important?
How do we ensure the approach is delivered in a way that is inclusive and sustainable?
What is needed to deliver the proposed approach?
– What is the ‘ask’ of government?
– What is the role of regional partners?
We are keen that the North East LIS is outward looking. Which partners outside the region
should the North East be working with on this approach?

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

