





























Strategic impact, aims and considerations

SQW'’s analysis of available evidence resulted in the identification of a strategic impact which
a modern manufacturing strategy should achieve:

Strategic Impact: to raise manufacturing’s contribution to regional GVA

Achieving the desired strategic impact will require the region to focus on two overarching
strategic aims:

Strategic Aim 1: Increasing the share of high value adding employment

Strategic Aim 2: Retaining ‘good’ employment

A number of key factors are considered to have a significant impact on the success or
otherwise of the region in achieving the above mentioned vision, strategic impact and strategic

aims. These are:

o Globalisation — which is seen as an opportunity and a threat
Environmental sustainability — especially the promotion of the carbon economy

e Sustainable business — developing innovative businesses with the capacity to react
positively to economic shocks and utilising local assets to promote sustainable
businesses

These are major issues which the sector is currently facing which, it is felt, no single stream of

activity can appropriately address; however, need to be considered as an integral part of an
action plan for manufacturing.

Strategic and Cross-cutting Themes
Six strategic themes and three cross cutting themes have been identified which are based on
the key ‘issues’ for manufacturing. These themes represent the priority areas of activity to be
addressed by the strategy.

The strategic and cross cutting themes are presented below together with related strategic
objectives.

Theme 1: Improving the image of Northwest manufacturing

Strategic objectives to be achieved:

e To promote manufacturing in the Northwest to high calibre young people, internationally
mobile research and managerial ‘talent’ and, prospective investors as a high value adding,
innovative and influential sector.

e To develop and sustain strong influence on the implementation of national policy in favour
of manufacturing in the region.

Theme 2: Increasing capacity and capability to innovate

Strategic objectives to be achieved:
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e To improve innovation performance of manufacturing businesses in the region over the
next 10 years, as measured by the parameters of the Community Innovation Survey

e Through awareness raising and effective/efficient access, increase the level of take-up
(i.e. market penetration) of innovation support initiatives by manufacturing businesses in
the region

Theme 3: Improving the interactions of business and education establishments on
manufacturing issues
Strategic objectives to be achieved:

e Increase the level of take-up by manufacturing businesses of initiatives which support
knowledge/technology transfer from the university sector to industry

e To implement and sustain fora and associated means of communication to improve the
mutual understanding of needs and opportunities, and to enhance collaboration between
manufacturing businesses and universities within the region

Theme 4: Ensuring that places, spaces and infrastructure are fit for purpose for
manufacturing

Strategic objectives to be achieved:

e To ensure that the stock of employment land and the type of premises available within the
region are fit-for-purpose for a modern, high performing manufacturing sector

e To ensure that planning policies in the region acknowledge and are responsive to the
requirements of a modern, high performing manufacturing sector

e Through integrated infrastructure development and demonstration, promote the Northwest
as the premier European location in which to locate high value adding manufacturing

Theme 5: Increasing new enterprises in manufacturing
Strategic objectives to be achieved:

e To increase the number of new start manufacturing businesses with high value added
potential (including university and corporate spin-outs)

e To raise productivity in the region by increasing enterprise within businesses to consider
new business forms and new business activity

Theme 6: Improving access to actionable information on markets and change
(including legislation)

Strategic objectives to be achieved:
e To ensure that manufacturing businesses are aware of and can gain ready access to

strategic technology and market intelligence that is relevant and actionable in their
business context
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e To promote, disseminate, support and sustain the adoption of leading practices in supply
chain development and management by manufacturing businesses in the region, taking
into account all linkages within the manufacturing value chain

Cross-cutting themes A: Ensuring a highly skilled workforce at all levels

Strategic objectives to be achieved:

e To increase the uptake of training of existing employees and improve the level of
gualifications held by those working in manufacturing in the region over the next 10 years

e To increase the number of graduates in Science, Technology, Engineering and Maths
(STEM) subjects employed in manufacturing, as a proportion of the manufacturing
workforce in the region, over the next 10 years

e To increase investment in, and take-up of, management development provision within the
manufacturing sector in the region over the next 10 years

Cross-cutting theme B: Vertical and horizontal co-ordination between businesses
Strategic objectives to be achieved:

e To increase collaboration between businesses and to monitor and measure GVA value of
these collaborations to the economy

Cross-cutting theme C: A more responsive public sector
Strategic objectives to be achieved:

e To have public sector institutions collectively recognising that manufacturing is important
and modifying ‘generic’ activity to be more responsive to manufacturing’s needs
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5. PRIORITY ACTIONS

The priority action plan is provided below. This action plan focuses on new actions but
does include the Manufacturing Advisory Service as an enhanced activity and one which
cross across several of the strategic themes. Further details including the evidence
supporting the action, as well as the market failure, are to be found in appendix 3.

Theme Action Lead
All 1. Deliver the enhanced Manufacturing Advisory Service (MAS) TMI
Strategic 2. Establish a Manufacturing Forum comprising senior representatives NWDA
Theme 1: from industry which will be the focal point for the sector in the region.

Improving the 3. Undertake a Marketing and PR Campaign to: NWDA/
image of the T™I
Northwest ¢ Raise awareness of the significance and value of the sector amongst
Manufacturing the public sector and media

Sector e To promote the sector’s strengths to international business leaders

and decision makers to encourage new investment and re-investment
e To promote ‘modern manufacturing’ in order to change outdated
perceptions of the sector amongst young people, parents, teachers
and educational staff
e To raise awareness amongst young people of the career opportunities
offered by modern manufacturing (linked to Cross-cutting theme 2)

4. Develop the manufacturing portal to NWDA/

™I

¢ Promote manufacturing as a career choice to young people in the
Northwest

¢ Promote the Northwest manufacturing sector to encourage further
investment by businesses in the region

¢ To demonstrate Northwest manufacturing innovation excellence
(linked to Strategic theme 2)

(N.B. the portal is envisaged to be a key component of the marketing effort
to promote the sector to key audiences highlighted in action 2.)

5. Extend the ‘Make it’ programme to raise awareness amongst young

people of the career opportunities offered by modern manufacturing ™I
Strategic 6. Audit of existing services and opportunities available to businesses from NWDA/
Theme 2: HEI and Research Institutions, including the access arrangements and key | EEF
contact points
Increasing NWDA/
capacity and 7. Ensure that any Innovation Advisory Service in the region is resourced to BL
capability to service the manufacturing sector and capable of responding to
innovate manufacturing business needs
Strategic 8. Facilitate increased contact between academics and industry NWUA/
Theme 3: NWDA
9. Develop an awareness programme about Knowledge Transfer Partnerships
Improving the and to provide facilitation to encourage manufacturing firms and colleges to
interactions collaborate

of business
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and education

establishments
manufacturing

issues

10. Develop and invest in work experience programmes for academic and
teaching staff

11. Create a framework in which educational establishments and manufacturing
businesses can work together to devise a shared vision and develop
services which support and meet the needs of manufacturing businesses in

the region, such as the provision of a ‘One Stop Shop’ for manufacturers

12. Encourage more college business partnerships such as that created by BAE
Systems in Barrow in Furness.

Strategic 13. Develop consultative mechanism to ensure greater co-ordination between | NWDA
Theme 4: spatial policy and economic development needs
Ensuring that | 14. Work with local partners to audit current employment sites and premises and
places, initiate a consultation exercise involving local businesses to assess need
spaces and
infrastructure
are fit for
purpose for
manufacturing
Strategic 15. Ensure that cross-sectoral initiatives to increase enterprise (e.g. Enterprise | NWDA
Theme 5: Culture related activity) have a manufacturing component
Increasing new
enterprises In
manufacturing
Strategic 16. Commission a targeted world-wide benchmarking programme and make NWDA
Theme 6: data available to businesses and business organisations
Improving 17. Work with the Department for Business, Innovation and Skills (BIS) to
access to consider revised and funded Foresighting programmes
actionable
information on
markets and
change
Cross-cutting | 18. Introduce a skills simplification programme
Theme 1:
19. Promote existing initiatives including the advantage of apprenticeships to
Responsive manufacturing employers
skills and
education 20. Develop a roadshow which promotes manufacturing in the Northwest in HEI
provision to both regionally and nationally
meet the needs
manufacturing | 21. Facilitate a joint programme with Higher Education, Further Education and
schools at a sub-regional level to develop an infrastructure which supports
progression in technical training
Cross-cutting | 22. Encourage collaborative activity between businesses via the manufacturing | NWDA

Theme 2:

Vertical and
horizontal
co-ordination
between
businesses

portal
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Cross-cutting
Theme 3:

A more
responsive
public
sector

23. Raise awareness amongst the public sector of the value of manufacturing
(this action relates to actions 1 and 3)

24. Encourage local (sub regional) investment from public sector partners in
facilitation and the establishment of a one-stop shop support service for
manufacturing businesses

NWDA
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6. MONITORING AND EVALUATION
Monitoring

6.1 Itis proposed that the Manufacturing Forum will provide on-going direction to, and oversee
the implementation of, the MSAP. It will also be responsible for identifying specific
organisations to deliver each action. The Manufacturing Forum will comprise of primarily
private sector individuals plus a small number of senior public sector representatives from
key delivery bodies. A Working Group composed of public sector delivery organisations will
report into the Forum and will deliver the strategy.

Key Performance Indicators
6.2 Arange of indicators to measure success and monitor progress have been identified. These

are given in the table below. The primary indicator, however, will be GVA per head for
manufacturing.

GVA per head and total GVA for manufacturing

Number of new start ups/survival rates (new VAT registrations)

Business density

Levels of innovation as measured by the parameters of the Community Innovation

Survey

¢ New/improved products

¢ Number of employees undertaking training

e Enterprise — Global Entrepreneurship Monitor annual survey of entrepreneurial attit
and perceptions

¢ Number of businesses assisted through Business Link Northwest

¢ Business Link Northwest customer satisfaction results

The Manufacturing Forum will review all Key Performance Indicators (KPIs) for actions, ensuring
that they are specific and measurable, and deliver the primary indicator — increased GVA for
manufacturing.
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1. APPENDICES

Appendix 1 - RES Actions relating to Manufacturing

RES Action

Reason

4. Review business support and needs
of, and focus support on:

Priority sectors

Potential high growth knowledge-based
Companies

Medium sized companies

Businesses in the rural economy

Knowledge-based businesses are more
innovative and internationally competitive,
and can exploit growth conditions in key
sectors and locations. Medium businesses
account for a major proportion of the
workforce and have high growth potential
and distinct structures, motivations and
characteristics. The rural economy is
undergoing many changes and support is
needed to manage this change.

11. Develop skills and procurement
initiatives, connect jobs with people and
influence government policy to support:
Maritime, distribution, aviation, logistics
construction: design, building construction
civil engineering and maintenance

Visitor economy

Retail

Public sector

Care/healthcare

These sectors account for 52% of North
West employment, have a widespread
local presence and a large impact on
growth across the region. There are key
opportunities via the public sector from
the Gershon/Lyons reviews and from its
procurement and investment decisions.
care opportunities arise from reform of the
NHS, childcare and an ageing population.

27. Deliver the skills required by priority
sectors

Developing appropriate skills for priority
sectors is essential to support growth

28. Deliver the skills required to maximise
the economic impact of key growth
opportunities

Exploiting growth, including supply chain
opportunities, will be crucial to the

future of the region. Appropriate skills are
essential.
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Appendix 2 — Key Manufacturing Sub-sectors/Cluster SWOT Analyses

Aerospace
SWOT

Strengths

Weaknesses

e Location of major global players (BAE Systems,
Rolls Royce)

e A number of defence platforms are built within
the region

e University base

e Lack of major composite manufacturing
capability amongst sub-contractors

e Lack of sub-design and manufacturing
capability

e Lack of hard metal machining capability

e Although universities are present the level of
Aerospace related research is low

Opportunities

Threats

o Exploiting the potential of major business in the
region

¢ Using the skills base of the region to attract
inward investors

e Using the defence platform capability to develop
other capabilities

e Development of high end design and systems
opportunities

e The developing NW Composite Centre and
links to advanced materials production

o Possible development of a ‘super-cluster’
linked to new technologies, supply chains, etc

¢ Risk that a major business in the cluster may
leave the region

e Failure to establish composites technology

e Environmental pressure reduces demand for
civil aerospace goods

e Increasing competition from overseas
manufacturing

e Failure to supply future skill sets

e Exchange rates, especially against the dollar

Automotive

Strengths

Weaknesses

e Presence of 5 successful global
vehicle manufacturers in the region

e Availability of trained / semi-skilled assembly
production workers

e Presence of major global tier 1 / 2 suppliers

e Exporting strength of the region’s vehicle
manufacturers and regionally based tier 1/ 2

e Lack of regional autonomy — business
decisions made outside of the Northwest

e Lack of adequate regional infrastructure to
support the business plans of the vehicle
manufacturers

e Design authority of the volume vehicle
makers lies outside the region
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suppliers e Absence of a Northwest supply chain to the
region’s vehicle manufacturers and tier 1 / 2
e Strong presence of Bodybuilders and Vehicle suppliers

Converters
e Skills shortages, especially technically
e Good operational performance of vehicle and qualified engineers

component manufacturers
e Poor linkages with design base in the region

and with academia

Opportunities Threats
o Potential for additional activity to support ¢ Increased global sourcing of components
vehicle manufacturers on supplier park from outside the region

developments

e Rising energy costs

e Cascade best practice in relation to culture
change and lean manufacturing across all e Exchange rates impacts on the profitability of
business sectors to enhance productivity gains producing within the region

o Diversification for non vehicle manufacturers | ¢  Design capability is leaving the region
into other markets and product sectors

e Impact of current economic climate

¢ Network of universities with engineering and
manufacturing bases e Major reorganisation or closure of Tier 1/ 2

component suppliers

e Development of commercial and specialist

vehicle/motorsport sub-clusters sectors e Overseas sourcing to low cost manufacturing
areas
o ¢ Increased environmental taxes for

prestige cars from Bentley,
Jaguar/Land Rover

N. B.

The SWOT analysis produced by SQW for the MSAP evidence base has been updated as
part of the cluster strategy review for Automotive by the Automotive Alliance.

Chemicals

Strengths Weaknesses

e Historically high level of capital investment e Little supply chain linkage within the region
and little understanding of supply chain

e Significant R&D base, innovation and patents - opportunities

Incubator/innovation facilities
e Skill development of the existing workforce
e High level of innovation
e Ageing asset base
e Skilled workforce and good training
infrastructure e Lack of investment to upgrade those ageing
assets
e Strong research base in HEls

e Strong levels of business formation

30




High level of exports

Specialist major companies located in the
region

Strong support infrastructure in other sectors
(e.g. engineering design, logistics)

Opportunities

Threats

Intensification of links with HEI base and
knowledge transfer — and encourage
innovation

New legislation creating opportunities for new
goods

Improving supply chain linkages

Improving performance and efficiency through
application of best practice and networking

Environment or ‘green chemistry’
opportunities including renewable or nuclear

e Energy cost increases and volatility are an
ever increasing issue

e Restructuring in the economy is taking place
with some contraction amongst larger firms
- this is masked in statistics

e Increasing pressures from lower cost
production centres overseas

Biomedical

Strengths

Weaknesses

Excellent clinical research base

Specialist premises and early stage support

e Weak linkages between HEIs and SMEs

e Lack of specialist ‘stage two’ business

infrastructure premises
e Major pharmaceutical and chemical presence
e Growth in start-ups
Opportunities Threats

The science and clinical base has potential for
IP and growth

Opportunities for further world class
specialisms

Attracting more international ‘players’ to the
Northwest — attracted to the HEI base

Biomanufacture — an opportunity for traditional
forms of inward investment

e Failure to build on excellence in key areas

¢ Inability to attract key staff to the region (due
to funding and facilities)

° Manufacture moves overseas

¢ New start businesses sold off to overseas
buyers
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Advanced Flexible Materials

Strengths

Weaknesses

o Diverse product and market mix, many .

AFM companies aim to have no more than
20% of sales in either one geographical market
or one product mix, so as to spread risk

e Export focused, with 70% of sales generated
From exports

e A sector ‘ripe’ to take up new technology,

the initial work conducted on plasma .
commercialisation and 3D weaving has
demonstrated very high levels of interest .

in new technology

e The sector possesses a skilled workforce

e AFM companies are very resilient through
balance sheets and private ownership (hence

no shareholder pressure on dividends)

o Deeply embedded and strong supply
chain relationships

Increasing cost of manufacturing in the UK —
Fuel, raw materials and employment costs

An ageing workforce and senior management
structure
Lack of a pipeline of skilled staff

Poor sourcing and NPD policies

Lack of HEI provision both regionally and
nationally

Opportunities

Threats

e To embed AFM products and supply chains .
within the region’s advanced manufacturing
sector

e Growing and developing exports into new
markets .

e Strong offer into the environmental sector .
e Joint ventures and collaborative working

¢ Raise the profile of the sector

e 3D weaving ‘replacing’ traditional composites

processes, this eliminating the use of
autoclave processing

Pace of technology introduction in lower cost
manufacturing countries

IP control amongst AFM businesses
Continued and deepening recession

Ever increasing cost of manufacturing in the
UK

Lack of contingency planning amongst
AFM business

Energy and Environmental Technologies

Strengths

Weaknesses

e Large and diverse industry covering a wide .
range of the main sub-sectors

e 10% of UK industry based in NW, regional .
strengths in

e waste recycling and reuse

Fragmented industry — large number of
small businesses

Limited number of major global players
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e energy efficiency and
e renewable energy generation
e water and waste water technologies

A significant group of medium-sized
businesses

Some large, international firms (e.g. in
consultancy/services)

Existing links with the HE and FE sectors

Strong local market for environmental
improvements

Substantial R&D strengths

e Exports generally a small proportion of total
sales and only 7% of UK ETS exports

e Poor market intelligence

e Lack of finance

o Staff/skills shortages (e.g. in
sales/marketing)

Opportunities Threats
e Growth potential in the local market as well e Competition from outside the NW — UK and
as elsewhere in the UK and overseas overseas

(predicted doubling in global market size in
coming decade) in key markets:

e waste recycling and reuse
e energy efficiency and
e renewable energy generation

e water and waste water technologies

Scope for a more integrated, collaborative
approach to solving environmental problems

Government’s Low Carbon Economy
Strategy — opportunity to grow through
innovation and diversification of indigenous
businesses into ETS sector

e Regional/national market barriers to
uptake/adoption of ETS

e Current recession:
External:
- markets could weaken,
- lack of capital for investment,
- poor service from banks

Internal:

- reduced investment in skills,
innovation, marketing will
weaken

Food and Drink

Strengths

Weaknesses

Strong presence in the region — including
a range of global businesses active in R&D

Large number of SMEs

Topographic nature of the region lends itself to
a varied primary production base

Multi-cultural society in the region — creating
demand for new food and drink products

e Low levels of enterprise

e Shortage of technical staff and difficulty
recruiting graduates

e Rapidly changing market — increasing
automation and market-led competition

e Lack of engagement with HEIs

Opportunities

Threats

Multi-cultural diversity and new product
demand

Procurement opportunities in the region — e.g.
regional sourcing of food by NHS

e Importing of low cost labour having a
negative impact on the sector

¢ Increasing globalisation of the food market

e Volatility in commodity markets
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New market niches
» Health food
» Speciality goods

Non-food crops and associated industries e.g.
Biofuels

Food security debate
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Appendix 3 —Action Plan

Aiding the delivery of a number of Strategic Themes
Manufacturing Advisory Service

Strategic Theme 1: Improving the image of Northwest manufacturing

Supporting evidence

There are three specific points to note from the evidence base:

Manufacturing is a ‘promotable’ industry. As Government reviews and the wider literature review show, manufacturing is
inextricably linked to science, innovation and high value adding activity. The statistical assessment shows that
manufacturing is the only sector in the region which is more productive than the comparable sector nationally, whilst the
econometrics show how that productivity is likely to keep on increasing relative to other sectors.

Although manufacturing has these positive aspects, the perception of the sector (its image) is poor amongst a range of
audiences, be they potential employees (especially amongst the young), potential financial investors, potential foreign
investors and customers, and among Northwest residents themselves. This view was confirmed in SQW'’s consultations
with key stakeholders and the results of the business survey undertaken in 2008.

There is no single organisation or voice representing the manufacturing sector in the region, and promoting its strengths.
This leads to a lack of focus, the dissemination of a disparate range of views, and a reinforcement of negative
perceptions, especially in the media where the portrayal of manufacturing is generally negative and often inaccurate.

Rationale for public sector intervention

There is clear information and co-ordination failure as the difference between the perception of modern manufacturing
and the reality of the status and performance of the sector is so wide. Improving the image of manufacturing should be
the responsibility of all associated with the sector. In order to achieve significant change in the medium term there needs
to be consistent and collaborative action involving both the public and private sector.

Key issue to address

There is no focal point
for the manufacturing
sector or one agency
tasked with its
promotion

Despite it's significance
in terms of productivity
and GVA performance,
there is a negative
perception of
manufacturing among
the public, in many
parts of the public
sector who fail to realise
its continued
significance
manufacturing, and in
the media

Existing Activity

The promotion of
manufacturing falls to
individual agencies
including NWDA, TMI and
the key business
organisations

NWDA, The
Manufacturing Institute,
Engineering Employers
Federation, CBI, and loD
are all important lobbyists
on behalf of manufacturing
at the national level.

Need for optimisation

There is no one 1.

common message
which supports
manufacturing in the
Northwest. As a result
the region may not
punch its weight with
policy and decision-
makers, whether in
Government, in parent
companies and with
foreign investors and
companies

While the region has 2.

strong lobbying
channels, thereis a
need to relate these
more specifically to
manufacturing in the
Northwest to ‘sell’
manufacturing to the
wider public sector in
the region

New Action

Establish a Manufacturing Forum
comprising senior
representatives from industry
which will become the focal point
for the sector in the region. This
Forum should take overall
responsibility for the delivery of
the MSAP

Undertake a Marketing and PR
Campaign to:

- Raise awareness of the
significance and value of

the sector amongst the public,
public sector and

media

- To promote the sector’s
strengths to international
business leaders and decision
makers to encourage new
investment and re-investment
- To promote ‘modern
manufacturing’ in order to
change outdated perceptions of
the sector amongst young
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The Northwest, and it's
sub-regions, are
international centres of
manufacturing — there is
very little awareness of
this amongst key
investors in the region,
the UK, and overseas

Manufacturing is
negatively perceived by
young people, their
parents, teachers and
educational staff, and
students are
discouraged from
considering
manufacturing as a
career path

TMI promotes
manufacturing in the
Northwest internationally
and the NWDA has an
International Strategy and
a strong policy and
infrastructure to
encourage Inward
Investment

There is a low take-up of
STEM subjects in
statutory education and
few educational staff have
first hand industrial or

manufacturing experience.

The introduction of the
new Diploma options may
encourage a broader
range of students to take-
up STEM subjects

The Northwest region has
both national and
regionally —focused SET

and STEM programmes
but these are relatively
new and may not have a
direct link to
manufacturing

TMI, the membership
organisations and
individual businesses run
and take part in schools
awareness-raising
initiatives and work
experience programmes

but these are not provided

consistently across the
region

Both indigenous and
foreign owned
companies need to
have a consistent (and
evidenced) message
which demonstrates to
their HQ or parent
companies that the
Northwest has the right
environment,
infrastructure and
services to make it a
premier location for
manufacturing
businesses

Although some
businesses do great
individual work, and
some intermediary
organisations sponsor
their own projects,
there is a need to co-
ordinate the activity and
to promote it widely to
students, teachers and
lecturers.

people, parents, teachers and
educational staff

- To raise awareness amongst
young people of the career
opportunities offered by modern
manufacturing

Develop the ‘Made in the
Northwest’ manufacturing portal
to:

- Promote manufacturing as a
career choice to young people in
the Northwest

- Promote the NW manufacturing
sector to encourage further
investment by businesses in the
region

Extend the ‘Make it' programme
to raise awareness amongst
young people of the career
opportunities offered by modern
manufacturing
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Strategic Theme 2: Increasing capacity and capability to innovate

Supporting evidence

The economic importance of innovation is emphasised in the Sainsbury Review. For the Northwest to achieve the
objectives set by the Regional Science Strategy and, importantly, the productivity imperatives of the RES, it must play an
active role in the ‘race to the top’ that Sainsbury promotes. However there is some evidence that this message is not
universally understood by business.

SQW's research and evidence from regional cluster activity clearly identifies that while strong linkages between the
region’s university presence and businesses are essential to drive innovative behaviour, this is a key area where
improvements can be made.

Secondary statistics suggest that the Northwest has the third highest private sector spend on R&D in manufacturing
amongst the English Regions. However, and as identified from consultations, this is dominated by the activities of a small
number of very large businesses” and primarily within the pharma and chemicals industries. Public sector investment in
R&D in the region falls below the national average.

The region has a number of organisations with a remit to support innovation and NWDA has recently introduced a
number of initiatives to promote innovation and innovative behaviour but it is too early to report on outcomes. Historically,
manufacturing businesses appear unaware of these initiatives or find them had to access. This may improve when an

Innovation Advisory Service is in place and operational.

Rationale for public sector intervention

Information asymmetries remain the key market failure justifying public sector intervention in supporting the development
of innovative capabilities and capacity: it is also widely acknowledged that the public sector has a role to play in
demonstrating to businesses that they need to innovate to remain competitive in a globalising world. Linked to this are the
co-ordination failures between the sources of innovative capacity and where that capacity can be used to deliver a
productivity gain and economic advantage. In addition to these, for many businesses, it is the barriers to entry that inhibit
them from taking the first step to being innovative — very often, they have not the experience, capability and resource
(including finance) to begin the innovation process.

Key issue to address

Ensure that the
Northwest takes full
advantage of the
opportunities available
from the Sainsbury
Review of Science and
Innovation

Manufacturing
businesses are
unaware of the support
programmes and
mechanisms available
in the region

Existing Activity

Businesses have the
opportunity to take
advantage of Knowledge
Transfer Partnerships
(KTPs) currently —
however, the programme
is to be significantly
extended as a
recommendation of the
Sainsbury Review

There are a range of
initiatives in place and a
number of organisations
funded to support the
innovation process

Need for optimisation

There is a need to
ensure that Northwest
businesses are aware
of the extension to
opportunities and are in
a position to respond

Better promotion and
co-ordination of
initiatives is required if
the full benefits of
investment are to be
achieved

New Action

5.

Audit of existing services and
opportunities available to
businesses from HEI and
Research Institutions, including
the access arrangements and
key contact points

Ensure that any Innovation
Advisory Service in the region is
resourced to service the
manufacturing sector and
capable of responding to
manufacturing business needs

* With Astra Zeneca identified often as the largest contributor — research undertaken by Regeneris
Consulting suggests that 1/3 of all private sector R&D activity in the Northwest is undertaken by Astra

Zeneca.
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Strategic Theme 3: Improving the interactions of business and education
establishments on manufacturing issues

Supporting evidence

The Northwest has a number of important universities with excellent research capabilities in relevant areas and is a
recognised knowledge centre. Consultation evidence suggests that there is a disconnect between what the business
base might require to improve competitiveness and what the universities can or are wiling to provide. Businesses state
that they find universities departments difficult to contact and access.

Current funding regimes for HE and FE do not promote interest in supporting manufacturing. At present, FE tends to
specifically focus on supporting the service sector.

Teachers and lecturers have limited experience of the modern manufacturing sector and continue to promote negative
images of the sector which persuade young people that manufacturing is dirty and dangerous with low pay and limited
career prospects.

At present, schools have no role model to support the importance and benefits of training in STEM subjects.
Rationale for public sector intervention

A consideration of market failures within this context needs to recognise the role of the universities in an increasingly
global economy. In addition to the role of universities in providing a public good, there is an increasing recognition of the
role they can play in achieving economic growth. There are information and co-ordination failures between business and
the wider educational sector including FE colleges and schools

Key issue to address Existing Activity Need for optimisation  New Action
Businesses state that There is a range of Relevant activity in 7. Facilitate increased
they find it difficult to published information universities is usually communication between
obtain information about  produced by the promoted on an academia and industry
university activity and universities about their individual basis. There
need help to access the  activities but this does not  is a lack of co-
relevant departments provide the level of ordination between the

information needed by institutions and this is

business. confusing for business

8. Develop an awareness
programme about KTPs and
provide facilitation to encourage
manufacturing firms and colleges
to collaborate

Improve the knowledge  Academic staff have little Action needs to be 9. Develop and invest in work
and awareness of hands-on experience of taken to prevent the experience programmes for
manufacturing among manufacturing promotion of negative academic and teaching staff
academic staff in images of
universities, colleges manufacturing through
and schools a lack of awareness

and understanding of

the sector

10. Create a framework in which
educational establishments and
manufacturing businesses can
work together to devise a shared
vision and develop services
which support and meet the
needs of manufacturing
businesses in the region.

There is a perception Courses need to be 11. Encourage more college
that FE Colleges do not provided to support business partnerships such as
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provide courses which
meet manufacturers
needs and prioritise the
service sector

upskilling and reskilling
in technical areas

that created by BAE Systems in
Barrow in Furness. The
partnership could be based on
delivering courses which meet
the priority needs of local
manufacturing businesses
(identified from horizontal
clustering).

Strategic Theme 4: Ensuring that places, spaces and infrastructure are fit for
purpose for modern manufacturing

Supporting evidence

Consultations identified concern that planning policies and the provision of wider, ‘public goods’ infrastructure, are not
adequately meeting the needs of manufacturing businesses within the region. Some areas have a shortage of
employment sites; available premises are not ‘fit for purpose’. Existing traditional locations for manufacturing businesses
make local access to the transport network difficult. New investment locations, industrial sites and business parks are not
sited on public transport networks.

While not a universal concern, the existing infrastructure deficits can detract from investment proposals, especially from
overseas investors, and deters high calibre recruits from locating in the Northwest. Improvements are required in the
quality of workspace available to manufacturers, the housing stock, schools and in some areas the cultural provision and

green infrastructure.

There is a disconnect in priorities between major public sector programmes such as the planning framework, economic
development policy, and public sector provision of infrastructures.

Rationale for public sector intervention

High performance workplaces have been acknowledged by Government as a key area for policy focus. Provision of
infrastructure is largely the responsibility of the public sector as the use of the infrastructure is not often charged for on a
use by use basis and is therefore unlikely to be funded by the private sector.

Key issue to address

Current planning policy
and activity is not

responsive to the needs

of the manufacturing
sector. The current
RSS does not provide
sufficient scope for
Local Authorities to
support expanding
companies in the
manufacturing sector

Too many indigenous
manufacturing
businesses occupy old
sub-standard premises.
There is considered to
be a lack of suitable
high quality
accommodation for
modern manufacturing
and a shortage of
employment sites in the
right locations to
support business
expansion

Existing Activity

NWDA has invested in
new premises throughout
the region. This
investment has been
aimed primarily at new
starts and high growth
businesses

Need for optimisation

The development of the  12.

IRS must ensure that
there is greater co-
ordination of policy
between spatial
planning and economic
development policy

NWDA should work 13.

closely with SRPs and
Local Authorities to
maximise the
opportunity offered by
existing sites and
planned developments

New Action

Develop consultative mechanism
to ensure greater co-ordination
between spatial policy and
economic development needs

Work with local partners to audit
current employment sites and
premises and initiate a
consultation exercise involving
local businesses to assess need
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Strategic Theme 5: Increasing new enterprises in manufacturing

Supporting evidence

Although the statistical evidence (VAT registrations) shows that the number of new manufacturing businesses is declining
(from 3 new VAT registrations per 10,000 working age population in 1999 to 2.4 registrations by 2005), new enterprise
remains an important aspect of the Northwest RES and is an area of strength in some high value clusters.

Consultations have identified that many new starts in the sector are not confined to the narrow, SIC-based statistical
definition of the sector but in supporting sectors (industrial services) key to supporting manufacturing’s future
development given labour cost sensitivity surrounding production.

Rationale for public sector intervention

The creation of new enterprises is widely acknowledged as a key means of achieving economic growth, i.e. there is an
economic growth rationale for support. In many cases those involved in setting up new enterprises require access to
information and advice. For potential high growth businesses, there may be a requirement for substantial financial
investment at a stage when the risks and uncertainties associated with the business are too great for private investors to
accept. There is also the logic of achieving agglomeration benefits by enabling enterprise that supports the existing, or
developing, strengths of the regional economy.

Key issue to address Existing Activity Need for optimisation  New Action

Enterprise and NWDA has developed an The promotion of 14. Ensure that cross-sectoral
entrepreneurship are Enterprise strategy which manufacturing should initiatives to increase enterprise
essential if the number aims to increase the level be an integral part of have a manufacturing component
of high value of enterprise in the the regional Enterprise

manufacturing jobs isto  Northwest strategy and associated

be increased action plan

Strategic Theme 6: Improving access to actionable information on markets
and change (including legislations)

Supporting evidence

Lack of awareness of trends and market opportunities as a result of information deficits or failures leads to loss of
competitiveness and business failure. This issue was stressed repeatedly in stakeholder consultations and was also
raised in a number of Steering Group discussions.

‘Information failures’ are discussed in terms of the rationale for public sector intervention within other Themes. There is a
wealth of information available but the construction of the evidence base for the MSAP has identified that there is a lack
of co-ordination between knowledge and data producers and no simple conduit which enables easy access for
businesses who may wish to use or exploit information.

Some existing mechanisms for data capture in overseas markets are not sufficiently flexible to ensure timely reporting of
trends in new markets such as environmental technologies.

There are no consistent and readily accessible regional mechanisms to support knowledge transfer or supply chain
development in those sectors such as food and drink and environmental technologies where no traditional mechanisms
exist.

Rationale for public sector intervention

Government has identified responding to technological change (and its importance to globalisation and competitiveness)
as a key issue Information failures and co-ordination failures are the most obvious market failures that can be associated
with the provision and improved access to actionable market information. The reasoning behind this Strategic Theme is to
ensure that decision makers have the necessary information to make well-based decisions about the future direction of
technology and market developments, help to mitigate risk, and to plan the best outcomes for their business and for
region as a whole. Other failures are applicable too: obtaining information can often be of considerable cost and is
perhaps best provided at the regional level to achieve scale economies.

Key issue to address Existing Activity Need for optimisation  New Action

There is a lack of Some clusters have Specialist resource 15. Commission a targeted world-
consistent support and direct support from needs to be available wide benchmarking programme
resource to gather for all priority and make date available to
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specialist international and ~ UKTI manufacturing sectors, businesses and business

leading edge data crucial Professionals with an accessible low organisations
to growth especially in the cost resource available
high value manufacturing National programmes to all sectors of
sectors such as NATS (the manufacturing
National Aerospace
Technology Strategy)

provide a mechanism to
support manufacturing
businesses in the
sector to undertake
research

16. Work with BIS to consider

revised and funded Foresighting
programmes
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Cross Cutting Theme A: Ensuring a highly skilled workforce at all levels

Supporting evidence

Improving the supply and, importantly, the quality of individuals to meet the demands of manufacturing businesses stands
out as one of the most significant issues emerging from the evidence base.

Overall, the Northwest has a deficit of the most highly qualified individuals, with a greater proportion of the working age
population having no qualification than nationally and fewer having Level 4 (degree level and above) than the national
average. That said, only 14.7% of Northwest manufacturing businesses reported skills deficits in the 2005 national
employer skills survey (NESS). What is clear from the NESS evidence is that it is specific types of skills that are in short
supply:

technical, practical, job-specific skills — 59.9% of Northwest manufacturing business felt these needed improving (relative
to 58.8% nationally)

problem solving skills — 54.7% in the Northwest compared to 40.9% nationally
customer handling skills — 38.3% in the Northwest and 31.3% nationally and
management skills — 30.2% in the Northwest and 28.1% nationally.

Seven of the top ten ‘most important’ issues identified by businesses in SQW's online business survey were skills related:
again, a deficit of technical skills is seen as most important, with management and leadership skills coming second.
However, manufacturing businesses noted how it may not be the training of individuals that is the issue, but instead the
attractiveness of the sector to those that manufacturing businesses would most like to recruit’. The evidence from
consultations reinforces the view that there are supply-side issues in terms of the quality of provision with ‘skills across
the board’ in need of improvement, but particular talent is required to respond to the fast-paced change of modern
manufacturing.

Perhaps more significant with regards to skills and ‘human resource management capability® is how improved skills and
capabilities at all levels can enable improved economic competitiveness — for this reason, skills is an important cross-
cutting issue that enables the achievement of other objectives. Businesses at sub-regional consultation events were
quite clear — ‘skills are very important, everyone knows it, there’s lots going on, but it isn't necessarily meeting the needs
of businesses’.

Central Government economic policy highlights skills as a driver of productivity and the need to improve skills cascades
down through other policy mechanisms: it has a place of importance in the Northwest Regional Economic Strategy. In a
globalising world, with ever more rapid technological change, the UK is being urged to participate in a ‘race to the top’ in
terms of innovation and science: this has strong implications for the skill sets at all levels that will be necessary if
manufacturing in the region is to take part successfully in this race.

Rationale for public sector intervention

Provision of basic skills can often be described as providing a ‘public good’, enabling the population as a whole to have a
good standard of living and a full and worthwhile life. Work undertaken by the Sector Skills Development Agency has
identified four specific market failures that justify public sector support in providing skills. In the main these relate to
information failures of one type or another. For example, the employee, employer and industry may not fully appreciate
the benefits that can be accrued from improved skills and capabilities, or might see the short term costs (and risk) as too
great to justify the long term benefits. There is also the case that there are scale diseconomies in individual businesses or
people attempting to improve their skills and capabilities alone. For the public sector too it has often been recognised that
there is a role in responding to institutional failures, where the activity of one part of the public sector (e.g. in education
provision) to does not align with achieving the outcomes felt appropriate by another part of the public sector (e.g. the right
education provision required for achieving regional economic growth). Responding therefore to co-ordination failures
between supply and demand requirements is likely to be the essential justification of the response promoted by this
strategy.

% Indeed, in discussing the content of the Sub-regional Manufacturing Strategy for Lancashire it was
noted that many people obtain qualifications relevant to manufacturing, but then move into financial
services or other ‘service’ sector occupations rather than using their skill-sets within manufacturing.

® This term was suggested by SQW’s Expert Panel involved with the development of the MSAP in
order to be more applicable to the requirements of ‘“modern’ manufacturing — it is not simply
qualifications that matter, but the ability to manage the acquisition, development/re-fresh and
application of skills and capabilities in ways that are aligned to the changing needs of the industry, and
of a company and its markets.

7 Sainsbury Review of UK Science and Innovation, October 2007.
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Key issue to address

Existing skills provision is
too complex and
unfocused. Despite the
existence of a range of
employer-led focus and
advisory groups, training
provision does not met the
current needs of
manufacturers

Lack of information to
employers about current
initiatives and programmes

Shortage of technical and
supervisory skills’ including
among the existing
workforce

Existing Activity

NWDA is reviewing
skills provision

Need for optimisation

Manufacturing requires
a package of focused
skills initiatives which
provide training at all
levels and help
employers with
progression and CPD

New Action

17. Introduce a skills simplification
programme, including a review
existing employer-led advisory
groups and consider one group
(the Manufacturing Forum) which
is focused on the common
requirements of the
manufacturing sector. Link to
proposed Foresighting activity to
determine future skills needs

18. Promote existing initiatives
including the advantages of
apprenticeships to manufacturing
employers

19. Develop a roadshow which
promotes manufacturing in the
Northwest in HEI both regionally
and nationally

Failure to attract and retain 20.
high calibre candidates to
relocate in the Northwest

Facilitate a joint programme with
HE, FE and schools at a sub-
regional level to develop an
infrastructure which supports
progression in technical training

Cross Cutting Theme B: Vertical and horizontal co-ordination between
businesses

Supporting evidence

Genuine clustering, and the benefits that can accrue, are dependant on businesses working together to achieve benefits
as both individuals, but also as a ‘clustered’ group.

Businesses recognise the potential of clustering as a means of improving competitiveness rather than increasing
competition and that this aspect should be reflected in the MSAP.

Collaboration can operate in two ways, horizontally (between businesses or sub-sectors/clusters) and vertically (within
value chains).

Businesses recognise the benefit of individual firms within a value chain working together to improve product, process or
customer service and to minimise costs, maximise efficiencies and increase profitability margins. This extends, therefore,
beyond just the manufacturing ‘production’ businesses, to those ‘industrial services’ that support the production of value
when applying the modern definition of manufacturing.

This initiative can build on the supply chain development initiatives underway in some clusters. But can also be promoted
on a local geographic basis.

Rationale for public sector intervention

The requirement in not to respond to a natural failure of market operation — but to actually make the market more
effective and efficient by encouraging businesses to come together, so that they, themselves, can start to drive change
and achieve economic growth benefits.

In essence, the role of the public sector is to respond to the coordination failures that inhibit businesses working together.
A coordination failure is where there can be a case for governmental and other bodies, such as NWDA, to bring partners
together and coordinate policy responses in order to improve the overall effectiveness of interventions within the market
(such as the Northwest region) and then increase economic growth.

Key issue to address New Action

Existing Activity Need for optimisation

21. Encourage collaborative activity
between businesses via the
manufacturing portal

Businesses need
assistance to derive
maximum benefit from
clustering

Supply chain
development is a
priority for NWDA.
Some activity is
underway in the priority

Supply chain initiatives
should be extended to
develop horizontal as
well as vertical
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cluster groups and
there is a plan to
extend this to all priority
clusters

collaboration

Cross Cutting Theme C: A more responsive public sector

Supporting evidence

The needs of the modern manufacturing sector are covered by a wide range of public bodies and organisations. There is
a lack of consistency between major public policies such as planning and economic development

Public sector bodies do not recognise the real value of manufacturing to the regional economy.

Rationale for public sector intervention

Institutional failures are the most obvious market failures that can be associated with the need to improve public sector
co-ordination to support manufacturing — indeed; it fundamentally recognises the role of the Strategy itself. As defined in
the market failure report included within the evidence base of the study, an institutional failure is:

resultant of where public sector agencies are not necessarily ‘geared-up’ to deal with issues of regional development
even though their influence on it can be profound — e.g. mainstream service providers such as health and education and
those agencies that procure and invest significantly from or in the region — for example, the R&D work of the defence and

health agencies.

The rationale for this key to success is therefore simple, it is to make the existing public sector infrastructures work better
for manufacturing in the Northwest — especially given the sector’s importance in terms of productivity and GVA.

Key issue to address

Raise awareness of
modern manufacturing in
the public sector

Encourage existing sub-
regional public
organisations to
collaborate to make them
more responsive to the
needs of manufacturing

Existing Activity

NWDA has a team of
sector specialist and key
account managers

NWDA has International
and Inward Investment
strategies and dedicated
staff to promote and
deliver these

Specialist agencies
focusing on Inward
investment exist at sub-
regional level

Need for New Action

optimisation

22. Raise awareness amongst the
public sector of the value of
manufacturing (this action relates
to actions 1 and 3).

Individual initiatives 23.
need to be better co-
ordinated to assist

Encourage local (sub-regional)
investment from public sector
partners in facilitation and the

indigenous establishment of a one-stop shop
companies with support service for manufacturing
investment businesses

proposals and
promote the
advantages of the
region to overseas
investors
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Glossary

AFM
BIS
BLNW

GVA
HEI

MAS
SME
RES

Advanced Flexible Materials
Department of Business, Innovation and Skills
Business Link Northwest

Gross Value Added

Higher Education Institutions
Manufacturing Advisory Service
Small to Medium sized Enterprise
Regional Economic Strategy

45





