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Industrial Strategy - Building
a Britain fit for the future

The long-awaited White Paper sets out Government's
plan to boost the productivity and earning power of

people throughout the UK.

On 27th November the Government unveiled
its long term plan to build a Britain “fit for
the future”; a modern industrial strategy

to capitalise on the country’s economic
strengths, address its weaknesses and help
businesses create better, higher-paying

jobs through investment in the skills,
industries and infrastructure of the future.
Its policies are resolutely intended to make
the UK economy more productive; giving a
competitive edge to ‘raise our game’ on the
world stage as Brexit looms, at the same time
embracing the opportunity of technological
change and innovation.

Hot on the heels of the Autumn Budget,
the White Paper adds detail to some of the
announcements trailed by the Chancellor last
week (see Lichfields’ summary) and confirms
how important it is intended to be in the
policy hierarchy and as an agenda which binds
together all of the Government's various
initiatives to support economic growth across
the UK - from funding to devolution to skills.

The OBR concluded that a slowdown in
the growth of productivity — or the value that
each worker produces - since the financial
crisis will persist for several more years.
Herein lies the challenge that the Industrial
Strategy must respond
to, alongside the pressing
need to tackle uneven
spatial performance and
deep seated disparity
(Figure 1). Policies coalesce
around the 5 foundations
of productivity (Page 2),
with a key focus on Local
Industrial
Strategies
(Page 3) and
Sector Deals
(Page ).
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Figure | : Change in GVA per workforce job, 2007-2017, by local authority (%)
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This Industrial
Strategy
deliberately
strengthens the
five foundations
of productivity:
innovation,
people,
infrastructure,
places and

the business
environment

- the essential
attributes of
every successful
economy.

Greg Clark,
Secretary of State
for Business,
Energy and
Industrial Strategy

lichfields.uk

Every region in the UK has a role to play
in boosting the national economy and
local leaders are called upon to develop
Local Industrial Strategies (driven by
Mayoral Combined Authorities or LEPs)
which identify priorities to improve

skills, increase innovation and enhance
infrastructure and business growth. Areas
with potential to drive wider regional
growth — i.e. centres of economic activity -
will be prioritised.

The White Paper sets out widespread
reforms to the way LEPs operate as
devolved vehicles for driving sub-regional
growth, focusing on their leadership,
governance, accountability, financial
reporting and geographical boundaries.
Further details due in early 2018,
accompanied by additional funding.

Greater policy flexibility will be
introduced to define the right economic
geography to encourage growth and
productivity, expanding approaches
such as the Northern Powerhouse and
growth ‘corridors’ to ensure that inner
city boroughs, small towns and their
rural hinterlands continue to drive wider
economic growth.

Business environment

The White Paper avoids “picking winners”
and instead challenges all sectors of

the economy to thrive through greater
productivity. It sets out a clear agenda
around Sector Deals, which act as
partnerships between the Government
and industry on sector-specific issues and
funding settlements. Four have so far been
agreed (artificial intelligence, automotive,
life sciences and construction), some are
due soon (creative, manufacturing and
nuclear), and other sectors are openly
invited to follow.

To support high-growth innovative
businesses achieve their potential, an
action plan has been launched to drive
over £20bn of investment into these
businesses over the next 10 years.

The National Productivity Investment
Fund (NPIF) will be extended up to
2022/23, with funding increased to

£31bn for transport, housing and digital
infrastructure that will boost productivity.
The Transforming Cities Fund (announced
in the Budget) provides £1.7bn for

projects that improve connectivity and
reduce congestion, transforming local
productivity by linking the towns and
hinterland around our cities.

A more strategic approach will be
taken to infrastructure investment, taking
greater account of economic disparities
between places. A ‘Rebalancing Toolkit’
will help to improve the focus, quality and
transparency of ‘rebalancing’ evidence in
strategic business cases, particularly to
support high value transport investments
in less productive parts of the UK.

Ideas

To kick-start a new industrial revolution,
public investment in R&D will be
increased from its current rate of 1.7%

to0 2.4% of GDP by 2027. An Industrial
Strategy Challenge Fund will invest in
strategic, global innovation challenges

- from climate change to automation -
bringing together world class UK research
with business.

‘Catapult centres’ will receive
£178m to continue their success in
commercialising new and emerging
technologies, while the £115m Strength
in Places Fund will support areas build
on science and innovation strengths and
develop stronger local networks.

People

The quality and reputation of technical
education will be improved, with
apprenticeships and qualifications such
as T levels and £406m invested in maths,
digital and technical education to boost
STEM skills.

A National Retraining Scheme will be
introduced in England to give individuals
— particularly those hardest to reach -
the skills they need to thrive. £34m will
be invested in innovative construction
training programmes across the country.
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Developing Local Industrial Strategies

A common thread running through the
Industrial Strategy is recognition that the
people best placed to drive forward local
economies are those who live, work and

do business in them. Harnessing this local
insight will be critical to developing Local
Industrial Strategies that are grounded in
local reality and reflect a collective ambition
for economic growth and prosperity. Whilst
no two strategies will look the same, they
should be long-term, based on clear evidence,
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and aligned to national strategic objectives.
As well as identifying local strengths,
challenges and future opportunities, they
should consider what action will be needed
to boost productivity, earning power and
competitiveness.

Whatever the focus, this ‘call to arms’
poses some key considerations for the
development sector with regards to shaping
and implementing Local Industrial Strategies,
summarised below by theme.
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Local Industrial
Strategies will
establish new
ways of working
between national
and local

leaders in both
the public and
private sectors.
Universities,
colleges and other
local institutions
will be key, as
will an approach
that is responsive
to both local and
global market
conditions to
provide greater
long-term
certainty.

HM Government
Industrial Strategy,
November 2017
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Sector Deals: clusters and opportunities INSIGHT FOCUS
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Whilst local areas are encouraged to build pharmaceuticals and ICT. Across a number of
on their strengths and exploit what they do LEP areas in England, this sector approach has
best, for instance through developing Local been supported by the presence of Enterprise
Industrial Strategies, there will inevitably be Zones and City Deal funding specifically
common or recurring sectors being pursued targeted at these clusters of activity, some of
across multiple areas, while some sector which are already well established within the
growth opportunities will be very niche and local area, while others are more embryonic.
specific to a small number of key clusters As different industry bodies, businesses
across the country. and locations come together to respond to
Through a combination of LEPs, City Government's open invitation to develop
Deals, Enterprise Zones and now Sector Deals,  Sector Deals, this spatial distribution will
priority sectors and targeted ‘offers’ are being have an important bearing on the relative
developed as a key means through which to complexity and speed at which these
support productivity growth and investment partnerships can be forged.
at a sub-national level. Sector proposals should articulate how
As shown in Figure 2 below, sectors they align with the national Industrial
featuring particularly strongly in local Strategy and meet a number of criteria around
economic strategies include advanced leadership, deliverability and demonstrable
manufacturing/engineering, energy, impact on productivity, earnings and skills.
Figure 2 : Sector representation by initiative
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