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1.l ntroducti on

Context

In late October 2015, SQW Ltd and Cambridge Econometrics Ltd (CE), supportedStger
Davies Gleavd.td (SD@, John Jarvis Consulting, and (as peer reviewers) Professors Philip
McCann (Goningen), Ron Martin (Cambridge) and Roger Vickerman (Kent) were appointed
by Transport for the North (TfN) on behalf of wider partners, to undertakean Independent
Economic Review (IER) of the Northern Powerhouse (NPh).

0AOOT AOOGSE EIT OAT adthiellEG wétd thréefoldl narfe @ Brovid&

1 AAOAh AOEAAT AAh AT A ET OAIT 1 ECAT AA OI O1 AAODE
in Spring 2016 , as an input to the Spring 2016 Budget, and subsequent proposals for
transport investment.

1 the evidence and argumerg aroundx EEAE OEA O1T AOOA®WEIDWAS Al O
forged and developed.

i the analytic bedrock on which subsequent NPh development ,zincluding, but not
limited to, strategy and action planning could be built and progressed for the future.

The work was wundertaken between lateOctober 2015 and March 2016. It comprised five
workstreams as follows:

i Workstream 1z analysis of theprosperity and productivity gaps in the North , and
the potential contribution role of different drivers, including (proxies for) transport
connectivity, in closing these.

1 Workstream 2 z a focused analysis of theeconomies of the 11 Local Enterprise
Partnership (LEP) areas, which together form the North | including an assessment
of local productivity performance and causes, sectoral ggialisms, capabilities, and
assets, and major investments planned/underway to address the causes of the
performance gaps and realise sector opportunities.

i Workstream 3 z analysis of distinctive competitive advantage and sectoral
strengths, capabilities, a nd industrial potentials of pan-Northern significance.

i Workstream 4 z modelling future growth scenarios for the North, including
COl xOE AT 1 OEOOAT O xE &l the @IE 6fGaggldnieEatio® ANGET T O
transport in influencing the growth across theNorth.

1 Workstream 5z developing suggested proposals for an Independent Panel to act
AO OEA COAOAEAT O 1T &£ OEA ) %280 AOGEAAT AA AAOGA

What the Review was . . . and what it was not
4EA 2A0EAx xAO OAAEET ¢ Ol A E A OdnfabdAtheEcaukes OEA . 1
O1 AAOPETTET C EOO PAOAI Oi AT AARh Al ROOGEAGIART DEAUO

OAT OEAT U O00ODPDPI OO AGEOOEI ¢ O1 1 AAI 6 AAOEOEOEAOS
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down into transport specifics, the Review as a wdle was intended to reflect on the wider

OAAT OUOOATI &8 ET OEA .1 OO0E T &£ % ¢l ATAh 1T £ xEEAE ¢
Importantly, the Review was not intended asafulsA ET AT OET T AA OAATT T 1 EA AA
North, although in undertaking its work it ranging widely across a range of domains. Equally

importantly, the IER was not about developing the NPh strategy or action plan, nor was it

concerned with any NPh governance arrangements. Rather, it relied heavily on a review and

synthesis of existing literature andevidence, with additional modelling work by Cambridge

AT T1T i AOOEAOh AOEI AET ¢ 11T AT AIUOGEO 1T &£ OEA .1 0C¢
sectoral performance, as its key evidential foundations.

This Report

This report is the final output of Workstream 2. It has been written to report fully on the
content, findings, and conclusions of the Wostream. As such, it is designed as a sedfanding
output, but it should also be read in the context of the companion reports which have been
produced for the other Workstreams The local area profiles that the report contains have
been written to in form the Review, and they have not been designed and are not
intended for use, other than within the context of the Review.

Theremainder of this report is as follows:

1 Section 2:Method
i Section 3:Local Area Profiles presented in the alphabetical order
1] Cheshire and Warrington
1] Cumbia
1] Greater Manchester
a Hull and Humber City Region
1] Lancashire
a Leeds City Region
a Liverpool City Region
1] North East
a Sheffield City Region
a Tees Valley
U York, North Yorkshire and East Riding

Two Annexes are attached:
i Review Definitions

i Bibliography.

SQW e :
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2.Met hod

Overview

The City Region andocal area profiles have been developedly the Review Teanas a key part
of the evdence base for theReview, and as an input to otheMWorkstreams, patrticularly in

identifying sector strengths and opportunitiesin areas across the North The profiles draw

on an extensive process of literature reviewdata analysis, and synthesis undeaken by the
Review, and represent the Tean® objective and independent assessment of each areased
on the evidence

An overview of the process undertaken by the Study Team is provided Figure 2-1, with
further details on each stage described in the paragraphs that follow.

Figure 2-1: Overview of process for developing City Region and local area profiles

Synthesis &
drafting

Literature Data analysis

review

PReview of
strategic &
economic
documents for
the local area

ACoding of local
area findings
against research

FAnalysis of CE
data on historic
GVA,
employment &
productivity
performance

EAnalysis of
'vital statistics'

ESynthesis of
messages from
the literature &
data

PDraft profile
developed &
shared with the
local area for

guestions data for the comment
Bntegration of of local area Frinal local area

pan-northern profile

literature developed,

evidence including
contribution to
agreed
capabilities

\ J \ J \ J
Source: SQW

Literature Review

Undertaken usingEppi Reviewer, the literature review focused on strategic and economic
documents for each of the 11 local areasThis includedin all casesreviewing the Srategic
EconomicPlan, European Sructural and Investment Funds Strategy, and details of the Growth
Deal with Gorernment. Local areas were also asked to provide further documents for review
by the Study Team, including, for examplé&mart Specialisatiorstrategies/reviews and local
economic assessments.These documents were reviewed as far as practical by the Stud
Team.

To ensure consistency of treatment and meet the requirements of the IER, the review was
completed using a set of research questions, with evidence from the literature identified and

SQW ce -
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i The area® economic growth ambitions and transport  prior ities, in local strategic
documentation
T The OAAT A AT A AAOOA 1 @ pbiéniially DIMAGEORAE @DHeqGha AP &

area relative to comparators

T The scale and nature of current interconnections with other northern
cities/areas , and wider strategic transport linkages and disconnects

i The critical committed investments to closethe productivity gap and/or unlock
sector opportunities.

Where relevant, findings from the wider literature review undertaken for Workstreams 1 and
3 were also integratedinto the review process with findings identified against the research
questions. In total the literature review for this Workstream was based orover 115

documents across the North, with at least five separate documents reviewed in each area.

Data Analysis

Alongside the literature, the local area profiles draw on a consistent datset of key economic
indicators for each area.The data included in the local area profiles is set out ifable 2-1. It
should be notedthat the data used in the local profiles was intentionally focusedhe intention
was to provide a set of consistent headline measures of economic performance and trends for
each area, with the literature review used tadentify bespoke information on isswes such as
innovation, investment, and sector strengths to complement this consistent headline suite of
indicators.

Table 2-1: Data included on the City Region and local area profiles

Group Data

Headline 1  Historic growth rates (2000/13) for GVA, Jobs, GVA per Job (productivity), and
economic Population

performance

Vital economic  Demographics: Population (2014), and Working Age Population (2014)

statistics Economic performance: Employment: Jobs (2013), GVA (2013), GVA per job
(2013)

Enterprise: Local Enterprise Units (2015)
Skills: Qualified to NVQ Level 4+ (2014)
Labour market engagement: Economic activity rate (2014)

==

=A =2 =4 =1

Commuting Location of usual residence and place of work for outward and inward
flows commuting flows (2011)

Source: SQW and Cambridge Econometrics

Synthesis and Drafting

The findings from the literature review and data analysis were synthesised to produce a
concise narrative profile for each area. The development of each profile was ledebgtedicated
individual selected from the Review Team with experience/knowledge of the relevant local

AOAAh DOl OEAET ¢ £ZOOOEAO ET OECEO AT A OOAAEO O1 A}

were written to a consistent template.

SQW e
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The profiles havealso informed, and drawn on, the wider work of the Review to identify the
. 1 O GpEie@and @nablingdcapabilities! (discussedin more detail in Workstream 3). An
assessment of thalignment and contribution of each local area to theprime8and @nablinC &
capabilities has been summarisedt the end ofeach profile, as follows:

1 Alignment: meaningthe relative importance ofthe . T O G&énCapabilities to the
economy of each local a&az practically, the proportion of total GVA/employment in
each local area accounted foby each of the seven capabilitiebas been identified,
with these proportions then rankedfor each capability(where 1 = the local area with
the highest proportion ofits total GVA/employment accounted for byeach capability)

1 Contribution: meaning the importance of AAAE 11 AAl  AOAthtal OT OEA
GVA employment in each@rimedand @nablingdcapabilities z practically, the total
GVA/employmentfor each capability generatedy each local area has been identified,

with the local areas then ranked by the scale of their contributio®T OEA . 1T OOEGS O
(where 1 = the local aea that contributed the greatestievel of GVA/employmentto
OEA .1 OOEG6O0 O1 OAI g8

The principal focus for the assessmentvas on GVA rather employmentand in most cases the
rankings were consistent between the two indicatorgwhere this is not the case, GVA has been
used). The rankings have then been grouped to provide aimdicative assessment (based on
the quantitative evidence), for the alignment and contribution of rack local area to each
capability, set out inTable 2-2.

Table 2-2: Assessment scoring based on grouped rankings

Ranking Assessment
First to fourth PPP
Fifth to eighth PP
Ninth to eleventh P

SourceSQW

For example, the data indicate Advanced Manufacturing accounted for 16.1% of GVA in

Cheshire and Warrington (C&W), this was the highest proportion across all 11 are@be next

highest was Cumbria at 15.7% 1 AAT ET ¢ OEAO # Q7 FPOPHAA EAAO GHEANIOD
is applied for alignment £ O #Q7 &£ O ! AOAT AAA - AT OEAAOOOET C8
Al 1 OOEAOOETT O OEA .1 OOEB8O OI Ohiity (at632bnEis OEA 1 ;
the sixth highest across the North (with Leeds City Region at £4.7bn a@deater Manchester

at £4.1bn the two areas with the greatest contribution meaning that C&W is ranked sixth,

AT APPE @ OOAOOI Al @onfilidtioA Bric&\E fArAdvaBted Manufacturing.

This analysis enables the profiles to providein headline, both an absolute and relative
AOOAOGOI AT O T &£# OGEA OT T A T &£ AAAE 11T AAl AOAA ET OE
scales of the economies acraes the 11 local areas.However, it should be noted that the

14EA ODPOEI A8 AT A OAT AAI ET ¢6 AADA A EarfbdgdEoondn@ttics Hade@iovwéa OAA O 00 O]
OAOU AOTI AA AOOEI AOA T £ OAMEBCHEW AOGEIAMEAAD OB AEOH O GAAND 8EE 064 E
some of thecapabilities are narrower than the SIC codes allow, others will be absorbed by much broader SIC codes; and

some SIC codes contain a combination of higher and lower productivity activities which we are not able to disaggregate

further in the SIC coding syem. This data should therefore be treated as indicative.

SQW e
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assessment is focused oiisVA and employment only, and does natonsider the wider
economicbenefits that the capabilities may bring to each area.

2.12  The profiles have been shared with the lead from each area on the Economic Reference
Group for review and comment on factual accuracy ; they remain fully the work of the
Review Team, and have not been designed for use other than within the context of the
Review.

Parameters

2.13 Three points are maderegarding the profiles set out in this Workstream 2 report:

1 First, they have been written to a standard template, and as far as practical the Review
Team has sought to be consistent in approach, tone, and lengliowever,the profiles
also aim to reflectthe specific conditions in each area, so sonfkexibility has been
built-in to their drafting.

T 3AAT T Ah OEA O# OdediendiA bach)plofilelfa@@ésAptindigaly on
committed public sector investment, identified through the literature reviews and
drawing feedback fromthe lead from each area on the Economic Reference Group

they do not cover planned potential investments, including by the private sector

i Third, consistent with the wider focus ofthe Review, the profiles have taken into
account, but not been driven by, transport and connectivity issueshey have been
OAOGEAxAA AU OEA 2 AOErAnspot Advisod vith ey tradspok 1 AAT O
issues and committed investments identified where relevant

SQW e :
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3.Loc al Area Profil es

This section presents the 11 local area profiles for areas across the North. A summary of the
AOAAOh OEAEO AT 1 OOEAOOET T A and $ectd &rdngthsiidendifiedsirdO BT D OI
the review, is provided inFigure 3-1. The spatial definitions for each area are set out in Annex

A.

Figure 3-1: Overview of the 11 local areas across the North

Cumbria
Population =500k, 3% of the NPh
GVA =£9.6bn, 3% ofthe NPh

‘ Key sectors = Nuclear, Advanced
Manufacturing, Rural/Visitor Economy

Lancashire
Population=1.48m, 9% of the NPh
GVA =£25bn, 9% of the NPh

‘ Key sectors = Aerospace/aviation,
Automotive, Energy, Advanced
Chemicals/Polymers

Liverpool CR
Population=1.52m, 10% of the NPh
GVA =£29bn, 10% of the NPh
Key sectors =Health/Life Sciences,

Advanced Manufacturing, Low Carbon,
Digital/Creative

Cheshire & Warrington
Population =900k, 6% of the NPh
GVA =£20bn,7% of the NPh

‘ Key sectors = Advanced Engineering,
Life Sciences/Pharma, Chemicals,
Energy/Environment, Financial/Prof

Greater Manchester
Population =2.7m, 18% of the NPh
GVA = £55bn, 19% of the NPh

North East CR
Carlsle Newcastie upon Tyne
Tees Valley CR
Cumbria mum

York, North Yorkshire

Key sectors =Health/Life Sciences,
Financial/Prof, Creative/Digital, J
Manufacturing

SQW

Barrow in Fumess & East Riding
Lancaster York
Lancashire ~ Leeds CR - Hull & Humber CR
£
Gﬁ“‘z ! Leeds N
reater Kingston upod Hul
Liverpool R panchester
“»~ Manchester Sheffield
Liverpool Warrington
Cheshire & Sheffield CR
Chester  VVarTington
Sheffield CR

Population=1.8m, 12% of the NPh
GVA =£30bn, 10% of the NPh
Key sectors =Advanced

Manufacturing, Health Tech,
Creative/Digital, Low Carbon, Logistics

North East |
Population =1.95m, 13% of the NPh
GVA =£33bn, 11% of the NPh

Key sectors =PassengerVehicle
Manufacturing, Life Sciences/Health,
Subsea & Offshore Technolo,

Tees Valley CR
Population =670k, 4% of the NPh
GVA =£11.2bn, 4% of the NPh
Key sectors =Process Industries (incl

Chemicals & Pharma), Advanced
\Manufacturing J

York, N Yorks & East Riding
Population=1.1m, 7% of the NPh
GVA =£20.7bn, 7% of the NPh

Key sectors = Agri-tech, Food
turing, Bio-Rer bles/Low

\ Carbon, Visitor/L eisure Economy /

Hull & Humber CR
Population =925k, 6% ofthe NPh
GVA =£15.6bn, 5% of the NPh

Key sectors =Ports/Logistics,
Chemicals/petrochemicals, Food
rocessing/agritech, Manufacturin

Leeds CR
Population=3m, 19% of the NPh
GVA =£58bn, 20% of the NPh

Key sectors =Financial/Prof, Advanced
Manufacturing, Health/Life Sciences,
Digital/Creative, Food/Drink

Source: SQW
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and Warrington

Story of place

C&Wis a
polycentric
economy with key
centres including:
Chester,
Warrington, Crewe
and Macclesfield.
It has a strong and
diverse economy,
outperforming the
North, and has a
widely recognised
quality of life offer.
C&Wbds amt
to build on this by
generating more
jobs, more GVA,
and increasing the
housing stock.

Cheshire and Warrington (C&W) is a large and diverse geography, containing a midafe
urban areas, market towns, andural villages. Major urban areasand important economic
centres, include the historic city of Chester, Crewe, Macclesfieldand the rapidly growing
Warrington. C&Walso has a significant stock of industriaind innovation assets The various
sites, assetsand settlements are of vital importance to the strong economicrole that C&W
plays inthe Northd €onomy, with leading businesses and innovation assets spread across the
geography.In addition, C&W provides a high quality of life offer, with an excellent rural
environment and attractive residential locations

More widely, C&Wplays a pivotal role for the North, at the centre of abroad economic
geography, withclose links toManchester and Liverpool City RegionsC&W also plays a key
role in linking the North to elsewhere C&W isthe main gateway to the North fom Wales (and
Ireland), the WestMidlands andmuch ofthe South

C&W is ambitious its vision is to build onits strengths in order for the area to reach its full

economic potential, with an aim forGVAto increase byE15bnto £35bn by 2030, equivalent to
an ambitious annual growth rate of 2.75% and longer term todouble OE A AeGoAoini O

Productivity
levels have been
high historically,
even compared
to the rest of
England.
However, growth
in recent years
has lagged
behind both the
North and the
rest of England.

output within 25 years.

The productivity picture

#0780 AATTT i1 U CAT AOA QMroducttrity overEMOT | A z ¢ mA|
in 2013, wupporting almost 500k jobs. Per job, 46

this represents higher productivity than for 43.4K
the North overall8 yT AAAAR ET a4

productivity was higher than the rest of 42 Jodk
England (excluding London). _ 40 f)

In 2013, productivity in C&W stood at 101% of | 5

the level across the Norh, but 92% compared | =

to the rest of England (excluding London). 3 36

However, since the recession, productivity | 3 34

growth has lagged behind that of the North and

the rest of England(excluding London), with 32

productivity itself falling from a peak of almost 80
£45k per job, to £40k per job in 2013. g88ssss8888g888

A number of factors are responsible for this ——C&W —=—North Rest of Eng (ex Lnd)
emerging productivity gap:

1 Underperforming sectors .

SQW

In
#0780 %3) & 3 0QiOAaEem@RART CT EOAC
Professional Services, Banking and Finance, Other Business Services, Distribution and
Chemicals will be essential to closing the productivity deficit. Were productivity in
these sectors to rise to match the productivity of the same stxrs across the wider
UK, the C&W economy would generate an additional £2lpa. (the equivalent of 10%
of current GVA).

ce -
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niche sector
strengths in
Advanced
Engineering, Life
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Pharmaceuticals,
Chemicals,
Energy and
Environment, and
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Professional
Services. Future
potential exists
around Agri-tech.
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i Declining highly productive sectors . The emerging productivity gap is exacerbated
by the decline of higher value manufacturing sectorsAlthough this decline has been
common across the UK, it matters more to C&W than elsewhere, in productivity terms,
given the high propensity to manufacturing.

i Public sector growth was prominent in the 2000s . The public sector grew strongly
in the 2000s,accounting for 46% of all employment growth in the last growth cycle,
or 32,000 net new jobs. These are typically less productive jobs than their private
sector counterparts, and so may have held back productivity growth in the area,
although this is likely to have been less of a contributor to the deficit more recently,
given public sector retrenchment nationwide.

i The gap between demand from employers for skilled workers and the supply of
skilled labour . In the 2011 C&W Business Needs Survey, some 66%aespondents
reported skills gaps. Like many other areas, C&W struggles to retain its graduates,
with only 34% of those growing up here returning after graduation. Nevertheless,
while that holds the area back in terms of reaching its full potential, thproportion of
the working age population qualified to NVQ4+ level is higher here (38.7%) than
anywhere else in the North(North Yorkshire is the second highest at 36.9%), and
higher than the rest of England including London (38.0%).

i Poor connectivity . WHilst linkages across from Warrington to the Manchester and
Liverpool City Regions are strong, and good nortsouth connectivity exists by road
and rail specifically through the centre of C&W, poor connectivity within and across
C&W limits economic growth mtential in the area. For instance, very poor
connectivity exists along an eastvest axis from Macclesfield through Crewe and
onwards to Chester, limiting potentially the opportunities to benefit from
agglomeration and economies of scale in many of its rimasettlements.

buil d &

Various documents EAAT OEAZU OEA EAU OAAOI 0O OEAO
economic output and employment, and that have the potential to grow in the futureThe
existing sector strengths areAdvanced Engineering, Life Scienseand Pharmaceuticals,

Chemicals, Energy and Environment, and Financial and Professional Servicés addition,
Agri-Tech/ Foodis a sector with notable growth potential for C&W.

Sector strengthsonwhi ch t o

i AEA

Existing sector strengths

The Advanced Engineering sector is significant in C&W, and lies across a
number of sub-sectors, ranging from high level research and niche
production, to mass production. The sector:

1 Has a long history, and is well-embedded, in the local area. Bentley

Motors has been headquartered in Crewe since the 1940s, and continues

to employ around 4k people locally. Crewe itself grew on the back of the

railways, with the area having significant rail heritage.

Employs around 24k people. This includes almost 10k in Architectural

and Engineering activities (including technical testing and analysis) and

7k in Automotive Manufacturing.

1 Contains around 1,600 firms, including 20 large enterprises employing
more than 250 people each.

1 Includes a number of key sub-sectors: Automotive, Machinery
Manufacture, Consulting Engineering, and Engineered Products. The
proportion of workers in C&W employed in Automotive is three times
higher than the England and Wales average.3

Advanced 1

Engineering

24 EAOA ET A1l OAA OEA

, %080 3%0h %3) &h ' O xOE 01 Al AT A

3 This is the geography that was used to help define key differentiated sectors f6&W in 2012 research into sector
strengths across the area.

SQW
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1 Contains some high profile employers, including Bentley Motors, Tata
and Vauxhall in Automotive. Bentley is the third largest R&D investor in
the UK6s Automotive secthargest ingestar
overall. Moreover, their Integrated Logistics Centre manages a supply
chain of over 650 suppliers. Also includes RSK Plc, MWH UK, EA
Technology, AMEC (including the HQ of their Nuclear arm), Bombardier,
Waters Corporation, C-Tech Innovation, and Land and Marine Project
Engineering are present in other Advanced Engineering sub-sectors.

1  Within this broad sector, R&D in Advanced Materials and Engineering,
Engineering and Technical Consultancy, and Automotive are identified
as potential areas of Smart Specialisation for C&W.

Life Sciences and Pharmaceuticals is a key strength across C&W, particularly
within Cheshire East:

1  This sector employs around 6.5k people across C&W, with 2,000 working
in Manufacturing of Pharmaceuticals (three times more concentrated
here than elsewhere in England and Wales).

1 C&W has a long history of working in the Life Science and
Pharmaceutical industries: Alderley Park site has been associated with
Pharmaceutical research since 1950.

BTl 1 High profile firms within the Life Science and pharmaceuticals sector

Pharmaceutical include AstraZeneca (including their second largest manufacturing site

Manufacturing and European centre for packing, at Hurdsfield), Advanced Medical
Solutions  Group, Sanofi, Peckforton Pharmaceuticals, Sinclair
Pharmaceuticals, Life Technologies, Phenomenex, Cyprotex, Medtrade,
Claris Lifescience, and Lupin Europe Ltd.

1 Although AstraZeneca is disinvesting at its Alderley Park site, this
remains a key research asset to C&W, through the redevelopment of the
site, including the opening of the BioHub; now run by Manchester Science
Partnerships, linkages with the Manchester Health Corridor will increase.

1 Biological Engineering is reported as a sector with significant growth
potential.

Chemicals is a key strength across C&W, with a particular focus on the
Cheshire West and Chester area:

9  This sector employs around 5k people, including 4k in the Manufacture
of Chemicals and Chemical Products and 1k in the Manufacture of Coke
and Refined Petroleum Products.

1 Employment in the manufacture of Chemicals and Chemical Products
makes up two and a half times as much of the total employment in C&W
as is the case across England and Wales more widely. Employment in
the Manufacture of Coke and Refined Petroleum Products is five times
more concentrated here than across England and Wales.

Chemicals 1  The sector is well-embedded within the local area. C&W has a long
history of working in the Chemicals industry. For instance, the Stanlow
Refinery has existed since the early 20" Century, while salt mining has
been a mainstay of the local economy for centuries.

1 There are a large number of high profile employers in the sector,
including Salt Union and British Salt (both among the top 30 firms in C&W
in turnover), Essar Energy, Growhow, Tata Chemicals, Henkel
Consumer Adhesives, Britton Taco, Flexifilm, Thor Specialities, Harman
Technology, Genesys International, PennWhite, Centrec International,
Unilever, PQ Silicas, United Phosphorous, and Air Products.

1 Chemicals are also identified as a potential area of Smart Specialisation
for C&W, building on its existing strengths.

There is a critical mass of activity that takes place in C&W within the umbrella
of Energy and Environment, particularly around Nuclear and Utilities Supply:

Energy and 9  This broad sector employs almost 31k people in C&W. This includes 11k
Environment in specialised construction activities and 10k in Architectural and
Engineering Activities (including Technical Testing and Analysis).
However, these do not capture the specific key sub-sectors; research
from 2012 identifies these as Nuclear and Utilities Supply.

SQW e -
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Over 7k businesses operate in the sector in C&W, including around 30
that employ more than 250 people.

Key businesses in the nuclear sector include Urenco at Capenhurst,
AMEC Nuclear, which is part of Sellafield Ltd (with its Nuclear
Engineering Design Centre located in Warrington), Rolls Royce Nuclear,
the National Nuclear Laboratory, headquartered in Warrington, and the
National Decommissioning Authority.

Key organisations within the utilities supply sector include United Utilities
and Electricity North West (which are both headquartered in the area),
Schneider Electric, Boulting Group and EA Technologies.

Moreover, the area contains key sites for innovation in the sector,
including Thornton Science Park,
Centre, near Ellesmere Port.

Within this broad sector, energy is identified as a potential area of Smart
Specialisation for C&W, with the ESIF specifically citing linkages to the
emerging Hydrogen Fuel Cell cluster at Runcorn in the Liverpool City
Region, and building on existing expertise in Nuclear.

C&W has a strength around Financial and Professional Services, across all
three local authorities comprising this area. This is particularly notable
across Financial Service Activities and Activities of Head Offices:

1  The sector employs 45k people in C&W, including 15k in Finance and
Insurance and 10k in Head Office and Management Consultancy
Activities. Both of these sub-sectors comprise a higher proportion of
total employment in C&W than is the case across England and Wales

) . overall. A further 8k work in Legal and Accounting.

Financial and f  Over 7k firms operate in the sector, including around 30 large

Professional enterprises employing more than 250 people each.

Services 1 High profile employers in Financial Services include MBNA and its
parent company Bank of America (with its Global Technology and
Operations Centre), Barclays, M&S Money, Goldtree Financial
Services, LJ Financial Planning, and Tuxedo Money Solutions.

1 Head office activities include those of NWF Group, Marlowe Holdings,
Holidaybreak Plc, Li ght cat c h, and UK HQO6s
Phonak and MWH.

1  Financial Services and support functions in ICT, Legal and Operations,
are identified as having Smart Specialisation potential for C&W.

Potential growth sectors

Agri-tech and Food have been identified as having growth potential:

1 As a largely rural geography, Agriculture and its related sectors have
been of significant importance t
history. The area has well-developed Agriculture, Dairy and Food
Production sectors. Key food businesses include Morning Foods
(including Mornflake Oats), Meadow Foods, Bakkavor (New
Primebake), Fayrefield Foods, Joseph Helers, and Wrights Pies.
Reaseheath College has expertise in Animal Husbandry and Agri-tech,
and the area is to have a Food Innovation Centre led by the University

Agri_tech and of Chester.

Food 1 The sector is already a specialisation for the area, with both Agri-tech
and the Food sector comprising a larger proportion of the economy than
elsewhere. As such, C&W is well-placed to develop its strengths in Agri-
tech, identified by the Government as a national priority sector, and
continue to develop its Food sector.

1 Investmentin the sector is proceeding; this includes through niche areas
of expertise for C&W, including an £85k grant from the GREAT UK
Chall enge Fund to boost the aread¢
for breeding and animal science. Key organisations already working in
this specific sub-sector in C&W include Cogent, Genus ABS, Chester
Zoo, Bolesworth Estate, Harthill Stud, Wheatsheaf and Aviagen.
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C& W60 s
linkages to
elsewhere in the
North are with the
City Regions of
Greater
Manchester and
Liverpool.
Together, the three
comprise the
Atlantic Gateway,
with linkages
through commuting
patterns and
sectoral
complementarities.

key
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Across each of these sectors, and across the economy more wideBMCbenefits from a suite

of interconnected centres of expertise that have the potential to contribute to national

innovation and scienced 4EAOA ET Al OAA AOOAOO AO #ADPATEOOO
nuclear and forensics clusters, Jodrell Bank and Alderley Park, with Saéch Daresbury

TAAOAU ET (A1 0118 #Q7 , %0860 3%0 EAAT OdoueE AO OEEC(
be developed to further complement assets in the neighbouring City Regions @reater

Manchester and Liverpoo] the three areas together comprising the Atlantic Gateway.

Enabling sectors, such a3ransport and Logistics, are also important to the C&W economy
This sector has seen, and continues to see, significant investment, including the Port
Warrington, Port Ince and Port Cheshire developments and the ongoing development of
Omega at Warrington. Given their location in Warrington or along key transport comlors,
these particular developments are important beyond C&W, serving markets in the Liverpool
and Greater Manchester City Regions and beyond. The proposed development of HS2 is also
likely to cement the importance of Transport as an enabling sector for Céshire and
Warrington.

e and t he

| it nkages (@ubeymd North

Compared to other areas of the NorthC&W has strong commuting flows with neighbouring

areayy oob T £ #Q780 x1 OEAOGandobp@A 114 HOFETAGRO 1O CEEAMA T /
outside of the area. These proportions make C&W thmost interconnected (in terms of

commuting flows) part of the North. Particularly strong commuting movements are seen

between C&W and theésreaterManchester and Liverpool Cig Regions

i ¢.39k people commute to C&W fronGreaterManchester, withc 44k commuting in the
opposite direction: a substantial bilateral flow ofc.83k.

i ¢.38k people commute to C&W from the Liverpool City Region, withi29k commuting
in the oppositedirection: a substantial bilateral flow of 67k.

C&W also playsan important role in linking the two City Regions toeach other through the

numerous rail and road routes that run through C&W and through sectoral and research

linkages tooviatheO# E AMOBEAE AT AA #1 OOEAT 0688 &1 O A@Ai bl Aq

i a strong relationship between the east of Cheshire arf@dreaterManchester in the Life

Sciences particularly notable is Alderley Park, including the BioHub, operated by
Manchester Science Partnerships, linking in to thed#lth Corridor in Manchester(the
Greater Manchester and Cheshire Life Science Investment Fund will be central to
supporting the continued development of this important clustej.

i linkageswith SciTech Daresbury (a National Science Institution Campus) an€C&W,
xEOE A OECGCI EZEAAT O POI PT OOCEIT 1T &£ OEA AAI DOOC
There are also strong university linkages between C&W and the City RegionsManchester
Metropolitan University has one of its two campuses in Crewehe University of Liverpool
""" SAET T l;and £ 6 AOA
Jodrell Bank(part of the University of Mancheste}, is based in Cheshire East and is set to be
the global headquarters for the Square Kilometre Array given the emphasis on Big Data,
there are strong potential linkages here with the Hartree Centre at Sdiech Daresbury

That said,more could be done to increase these linkagestrong research assets exist in the
Manchester and Liverpool City Regions, particularly inealation to their universities, but
analysis shows that businesses i€&W are not collaboratingas much as they could with these
assets; f they were to do so, they could add substantial value to their products and processes.

e -



Critical
investments are
planned or
underway to
support innovation
and business in
the area. These
are focused on
key sectors, with
substantial
investment
planned on
connectivity
improvements,
both within the
area and between
the area and other
places.
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Key relationships with other local areas across the North

C&W plays a key role
between the two City
Regions, linking the two
together as part of the
Atlantic Gateway initiative

Commuting is significant
both to and from the area,
with a strong net inflow of
workers to C&W

Greater
Manchester

Liverpool
City Region

Cheshire and
Warrington

Commuting is significant
both to and from the area,
with net outflow of
residents working in MCR

Strong links sectorally,
particularly in Human &
. Life Sciences
Staffordshire
& Stokeon-

Strong commuting linkages Trent

outside the North with
Wales, Stoke & Staffordshire

Source: SQW
"EOAT #0780 11 AABEDT aukhd® &éedallindages are also important
1 over 23,000 people commute to C&W from those areas of England outside of the

North, with 20,000 commuting in the opposite directim z Stokeon-Trent and
Staffordshire are prominent here, with rail and road (M6)asimportant connectors.

i almost 19,000 people commute into C&W from Wales, with 12,000 commuting the
other way z a net inflow of almost 7,000 Much of this inflow is to Chester, serving as
a regional business centre for workers from North East Wales

1 the area benefits from close proximity to Manchester Airport for international

connectivity, and through the West Coast Mainline soutto Birmingham, London and

the Greater South East, and north to Scotland.

Critical investments

Faced with the productivity challenges and to address or exploit the sector opportunities and
linkages across the North, partners in C&W are progssing a range of critical investments,
including projects funded through the Growth Deal agreement with Government. An overview

of the key committed critical investments in current investment plans is set out below.

Critical investments

Knowledge and innovation

1 A £23m investment in Thornton Science Park to establish an internationally recognised
centre of excellence in Advanced Energy Systems, including a SMART Grid
Demonstrator, to allow businesses to test new technologies and model energy usage.

1 BioHub at Alderley Park, providing 86k sq. ft. of lab and office space for early stage and
growing firms operating in drug discovery and development, medical technologies and
healthcare industries. This is part of a wider remodelling and redevelopment of the
campus, including a £5m investment in a Centre for Anti-microbial Resistance, and a
£40m Greater Manchester & Cheshire Life Science Investment Fund, to provide
investment finance to support Life Science SMEs, particularly at Alderley Park.

e
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Transport and infrastructure

1 Investment in a variety of transport improvements, including an upgrade to the Halton
Curve railway line and new railway stations in the west of Warrington, improvements to
Junction 8 of the M62 to improve access to Omega, and a variety of other schemes to
improve access to various urban areas, including in Chester city centre and Warrington,
the Poynton Relief Road, the Congleton By-pass and improvements at Middlewich.

1 A £100m Housing Investment Fund, which will comprise a revolving fund to unlock
housing developments that have stalled across the area.

1 Investment in HS2, with a station planned at Crewe, and one close to Manchester
Airport. The development itself will be important in creating a Superhub station linking
Crewe to London, Birmingham and Manchester. A wider effort to place Crewe as the
6Northern Gatewayd will see subnploanertandl| i
residential land around Basford to the south of Crewe. The station close to Manchester
Airport is very close to the Cheshire East/Manchester border, and so will serve Cheshire
East as well as Manchester and the airport.

1 A12m through the Gover nmen ttdssippdtikay mfrastrgcturel a
projects to unlock growth, create jobs, and encourage housebuilding. This funding has
notably édunlockedd the development of Ome

Business and Enterprise development

 Business and Innovation Growth Hub, 6one stop shop6é for S

1 Confirmation of Enterprise Zone status for Alderley Park, Birchwood, and
Thornton/Ellesmere Port (the Cheshire Science Corridor Enterprise Zone).

Skills

1 A £36.4minvestment in further education capital developments, including the
development of an Agri-tech Food and Life Science facility at Reaseheath College and the
development of a Centre for Engineering Excellence in south Cheshire, which will help
align local further education with significant growth areas, as well as other college estate
improvements and the development of employer-business hubs.

1 A £12.1m investment from Government through the Skills Capital Fund to improve
local skills delivery and infrastructure, and support local growth priorities.

Current alignment and contributiont o t h e cdpabilitiesh 6 s

Summary assessment

Contribution

PP
PP
PP
P
P
PPP
P

Alignment

C&Wbs | oc .
alignment with the Advanced Manufacturing PPP
Northos
capabilities is
strongest in
Advanced
Manufacturing,
Energy and L.
Digital, and the Digital PPP
area makes a
significant
contribution to the g

e o Health Innovation P
and Professional
Services

capability.. Logistics P P

PPP

Financial & Professional Services PPP

Higher Education P

Source:SQW
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Cumbria is a
large and
sparsely
populated
County,
transitioning from
a dependence
on declining
industries, to a
high-value,
knowledge-
based economy.

Story of Place

Cumbria isone of thelargest counties in England by area and yet it has # second lowest
population density. This brings advantages and challenges. On the one hand, the beautiful
landscapes andwealth of natural assets means thaCumbria provides important cultural,
economic, and energyresources for the Nortt8 /1T OEA 1 OEAO EAT AR
settlement pattern and relatively poor connectivity, both physically and digitally, result in a
lack of critical business massnaking it difficult for the County to take advantage of growth
opportunities afforded by the Gty Regions

Economic production has a significant reliance on Manufacturing together with Services and
Construction. Manufacturing is particularly prevalent in west Cumbria, Carlisle and the south
of the County. Surrounding rural areas are chacéerised by a high density of small and micro
businesses, and higher levels of sefmployment.

Action is underway to increase the productivity in the Cumbrian economy witta focus on
higher value and knowledgebased growth sectors In particular the Courny can build on
established clusters and forthcoming investments (worth in excess of £25bn) in Nuclear,
Energy Technologies, Marine Engineering, Advanced Manufacturing, Agriculture/Food and
Tourism and a world class landscape.

#0Oi

4EEO EO OAmEI AAOGAA ET OEA #0OIi AOEA onéuf thedasteshA OAOAE |

growing economies in the UK, in an energised and healthy environmeney to achieving this

AOPEOAOGETT EO ATEATAET C #0Oi AOEAS
””””””””” AEEO EO OAAT CI ECADTI ECABREAOCARAE

Cumbria suffers
from a
longstanding
productivity
deficit, largely
due to location
and the slow
response to the
decline in
traditional sector
strengths such
as
manufacturing.

SQW

which focuses on four priorities: Advanced Manufacturing growth, Nuclear and Energy
excellence, a vibrant rural and visitor economy, and strategiconnectivity of the M6 Corridor.

The Productivity Picture Historic productivity trends
Cumbria has thesmallest population and 46
economy in the North of Englangd with a4 43.4k
annual GVA of ¢.£10bn, 262k jobs, and just
under 28k businesses. Economic growth 42
over the past decade has been slow a0
meaning that the significant productivity )
gap has remained GVA per job stood at g 38 6.7k
£36.7k in Cumbria compared to £43.4k in g 36
the rest of England (minus London). <
Key causes of the productivity gap include: © 3
. 32
1 Poor infrastructure and
connectivity, with limited 0 T
business access to reliable, high % % % % % % é % % % % g % %
speed broadband, congestion on
major link roads and a low —&— Cumbria —=— North Rest of Eng (ex Lnd)

frequency of local rail services; in
particular on the Cumbrian Coast
Line which plays a critical role in supporting the delivery of major investmentsvithin

west Cumbiria.
ce -



Cumbr i ad
strengths centre
on Nuclear,
Advanced
Manufacturing
and Tourism.
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i Pockets of deprivation , in both urban and rural areas across Cumbria, largely as a
result of the historical decline in the manufacturing sector. Unemployment and under
employment (particularly among young people) are key issues in pts of the County,
as are continuing cycles of deprivation, exacerbated by a relative lack of suitable jobs,
low business startup rates, and the high cost and time implications of travelling.

i Skills deficits , notably in terms of higher level qualificatiors, with 29% of theworking
agepopulation at NVQ 4+ compared with 35% in the rest of England minus London
There are alsoinsufficient numbers of people achieving qualifications in STEM
subjects to fill high value jobs in knowledgéantensive industries. The University of
Cumbria is the only major provider of higher education in the County, although
several other HEIs have @resench  E1 A1 OAET ¢ 5#, AT80 7A001 AEA
vocational courses at undergraduate and postgraduate level, and the University of
-AT AEAOGOAOGO $AI OI 1), disOhadeddt thdlvesitakedIeiereedd | $ # &
Technology Park

Sector strengths on which to builc

As noted above, the LEP has identified four priority sectors as agents for driving economic
growth. Whilst these sectors already represent the kepillars of the Cumbrian economy, they
have also been identified as sources of high potential growth in the future. Another area of
potentially high growth which, in contrast to the more established sectors, is still emerging, is
the Low Carbon sector, whib will potentially benefit from a number of high profile
investments in the near future.

Whilst the LEP does not have a specific Smart Specialisation strategy, it states that the four

economic drivers are aligned with the EU2020 Priority Themes, one of vith is: 031 AOO

Growth: concentrating growth on the knowledgkased sectors of our economy, ensuring high

OA1 OA ET AO E1T OAAOI OO xEEAE 0OODPDPI OO OEA APDPOI AA

Existing sector strengths

Sell afel dés oper atciupead with the dselopgmenCaf mety r i
nuclear power generation capacity at Moorside, means that the Nuclear sector
represents an international centre of excellence, with significant potential for
further growth including exports. In this respect this is a major economic driver
in the County. The sector:

T Employs over half the UK®&s nucl ear
has specialisms in spent fuel management and reprocessing, and is a
leader in the safe management and storage of nuclear waste. There are
thousands more jobs in the supply chain in market-leading local
companies such as James Fisher, React Engineering, TIS and Safety
Critical.

Nuclear 1 Will continue to be important in the future, with the estimated £70bn
decommissioning programme around the site providing opportunities to
support substantial job, business, and GVA growth.

1 Will be boosted by the proposed Moorside Nuclear Power Station located
next to Sellafield which, when complete d , wi | | account
future electricity requirement. It will provide 1k permanent jobs on top of
over 6k temporary jobs engaged in construction.

9 Is supported by an HE base, including facilities such as the Dalton
Cumbria Facility and the National Nuclear Laboratory Central Laboratory
(NNL), which undertake research in radiation science and nuclear
engineering decommi ssioning, both
Industrial Strategy.
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Advanced Manufacturingisane st abl i shed and signif
economy and has strong links to the Energy sector, in particular Nuclear. The
sector:

1  Provides an estimated 20k jobs in the County (just under 10% of the
total), and includes clusters of industrial expertise including sub-sectors in
Design and Production of Submarines, Subsea Technologies, Oil and
Gas, Production of New Forms of Currency, Tyres, Biopharmaceuticals,
High Quality Food and Drink and Textiles.

Advanced . 1 Is important throughout the County, but is heavily concentrated in the
Manufacturing Furness area in Barrow and Ulverston, home of a number of large, high-
technology multinationals which dominate the sector in employment
terms. Within the County, significant employers include BAE Systems
Maritime (boosted by a £370m investment to deliver the Successor
programme), Glaxo Smith Kline (GSK), Siemens, Tritech, and Pirelli
Tyres.

1  Benefits from a local support and innovation infrastructure, largely shared
with the Nuclear industry including institutions highlighted above, as well
as GSK& £350m new biopharma plant at Ulverston.

Cumbria has a strong visitor economy
destinations. The County has some of the most sparsely populated areas in

the country and is a place of magnificent land and seascapes, underpinning
food and tourist industries that have the potential for further domestic and
international growth. Key features include:

1 A strong visitor economy with 41.5 million visitors in 2014 generating £2.4
Rural and billion of visitor expenditure and providing 33,920 FTE jobs for the local
Visitor economy.

Economy 1 Several key assets including the Lake District National Park, the Yorkshire
Dales National Park, the existing World Heritage Site of Hadrian's Wall,
the Cumbria Coast Marine Conservation Zone and a number of historic
market towns.

1 A range of activities beyond tourism, particularly in the Agri-food sector,
including Agriculture, Forestry, Horticulture, Conservation and
Environmental Management, as well as Outdoor Activity and Recreation.

Potential growth sectors

In addition to the Nuclear industry, Cumbria is home to specialisms in Low-
Carbon energy generation and technological innovation in Clean Technologies
which have the potential for growth and export. The sector:

1 Supports approximately 400 businesses, employing 8,100 people with
£1.13bn of sales in 2011/12.

M1 Capitalises on the Countyds natur a
Low Carbon woodland and abundance of water, to develop offshore wind, hydro,
marine, solar and biomass.

T Will benefit from a £1.3bn investment by DONG Energy to extend the
windfarm off Walney which, when complete, will be one of the largest off
shore windfarms in the world and will support high-skill supply chains
linked to the servicing and maintenance of facilities. Separately, there is
potential for a new £5bn tidal lagoon.

range of infrastructure improvements, and highlights the potential benefits of developing
connectivity-related opportunities in East Cumbria. In this contextlogistics is highlighted as

a significant sector. Although it represents just over 4% of employment and GVA in the County,
forecasts stow potential for 6% growth in employment by 2024.Home to the Stobart Group,
close to all UK nations and with ample land in key locations (to increase storage and
warehousing facilities), there is a perceived potential to develop a strategically significan
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Commuter flows
between other
regions in the
North are low, in
part due to poor
transport links
within Cumbria
itself.
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logistics hub in Cumbria, especially if the investments are coordinated witbomplementary
investments in Carlisle Airport.

é a nirnkagés across the North (and beyond)

$0A O #OI AOEAGO 11T AAOQGEIT AT A ObcAntaiddieconainyg, ODOET Of
with modest levels of inward and (particularly) outward commuting. 95% of employed

residents work in the region, and these local employees account for 93% of all of the regions

workers. Both metrics are among the highest of all of the regions in the North, and only the

North East has a lower share of workers from outsidés own area Around 5,000 Cumbrian

workers (c.2.5% of the total workforce) live in Lan@ashire, whilst around 2,000 (c1%) live in

the North East and afurther 3,000 live in Scotland in all cases outward commuting is lower,

reflecting the high level of within-area working by Cumbrian residents.

In the future, there is scope for greater inward flows, albeit temporary, from a mobile
construction workforce to support large projects such as the Moorside Nuclear site.

Key relationships with other local areas across the North

Modest levels of commuting
between the two areas

Low levels of commuting
due to limited & slow
connectivity between the
two areas

Very little commuting
between the two areas
due to lack of transport
links (the Pennines form
a significant geographic
barrier)

Lancashire

Modest levels of commuting
between the two areas
despite relatively good
connections via the M6 &
West Coast Main Line.

Source: SQW

Whilst Cumbria benefits from relatively strong North-South linksz e.g. the M6 Motorway and
the West Coast Main Ling access to these links from within the County is poor, as are East
West links to other Northern regions:

i The local rail network and interchanges with theWest Coast Mainlineare critical to
both the construction and operation of nationally significant infrastructure projects,
in particular the new nuclear plant at Moorside Theyalso play a critical role in
supporting travel-to-work and the operation of supply chains. However the
infrastructure suffers from underinvestment, lack of capacity, poor station facilities,
slow line speeds, aging rolling stock and infrequent services which constrain
passenger andreight movement.

i Strategic road connections from the M6 to West Cumbria, Furness Peninsula and
North East England are variable and often suffer from congestion and poor levels of
resilience. Investment and improvements are needed to ensure ready acces$s
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markets, support supply chain growth and diversification and to maximise traveto-
work (which is important, given Cumbriad O )OE U A

1 AT Oi ARO T £ i OO0 AOA OEOOAOAA AOIT OT A OEA
Workington and Barrow. Significantinvestment in local access to these transport
hubs is required in order for them to effectively support key sectorssuch as
Manufacturing, Marine/off shore Engineering and logistics while also providing
additional port capacity for the North.

Improved international connections areargued for to support the continued growth of the
visitor economy and exportorientated industry. In this context, the potential delivery of
scheduled passenger services at Carlisle Airport in combination with impxed sustainable
transport facilities along key visitor corridors is an important development.

Critical investments

Investment is Faced with the productivity and connectivity challenges, and to exploit the sector

‘;i]‘”g”g%!";irtlgége opportunities and linkages across the North, partners in Cumbria are progressing a range of

At tacko . ccritical investments. These projects are funded through the Growth @& agreement with
Cumbr i ads Government. An overview of these investments is set out below. Investment has been focused

;?St:]liﬁggltt{ansport on the four broad areas consistent with the intent of the growth strategy, outlined in the

and infrastructure ~ Strategic Econonic Plan, as highlighted above.

investments . _
dominate. Critical investments

Knowledge & innovation

1  Support for the creation of the Nuclear Technology Innovation Gateway, an innovation
and support centre for the nuclear industry bringing together the National Nuclear
Laboratory, research activities from the University of Manchester and other facilities.

Enterprise & business

1  The remediation and improvement of the Barrow Waterfront Enterprise Zone, which will
accommodate supply chain firms alongside a major new BAE logistics facility, enabling
growth in this key centre of manufacturing.

1 Growing our Potential i a programme to provide grant aid to help Cumbrian businesses
deliver capital projects that can help them grow and create and/or safeguard sustainable
private sector jobs.

Skills

1 An Advanced Manufacturing Technology Centre at Furness and Kendal College to help
equip Cumbrians with the skills to take up opportunities within major employers and their
supply chain i delivering an employer-led curriculum at all levels to the Engineering,
Manufacturing, and Processing sectors. This will be complemented by the delivery of the
Advanced Manufacturing Centre at Carlisle College which will deliver an employer-led
curriculum at all levels to the engineering, manufacturing, and processing sectors.

1 The Cumbria Skills & Capital Investment Programme i the funding will be utilised to
deliver state-of-the art facilities, bring together learning and workspace to stimulate
enterprise, improve the local leadership & management offer, and increase specialist STEM
R&D laboratory space, enabling training to be provided to at least 1,200 learners and
delivering a range of qualifications from Level 2-4.

Transport & infrastructure

1 Junction improvements to increase capacity in South Ulverston to support the
expansion of key employers, wider housing developments and improved journey times on
the A595. A further infrastructure programme in the area will invest in projects which will
help to reduce flood risk, reducing the risk to existing homes and businesses as well as
enabling future sustainable growth and investment.

1 A package of sustainable transport measures to optimise connectivity within Cumbria,
particularly around key visitor arrival points and visitor attractions around Windermere and
Grasmere.

SQW e -
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1 Phase 2 of Connecting Cumbria will extend availability of Superfast Broadband to an
additional 5k premises over and above the approximately 111k covered by Phase 1. Phase
2 will extend coverage to approximately 95%, meaning it will be dealing with more isolated
rural areas and will have a more complex technical nature.

1 Access improvements to the Durranhill Industrial Estate to enable business expansion
and the revitalising of this enterprise asset.

1 Transport improvements in and around Kendal facilitating housing development and
business growth identified within the Local Plan.

1 Investment in the future of the Workington Access & Infrastructure Port, in the first
instance by delivering better road and rail links to the port and employment land to the
north, and by progressing core Port infrastructure works. These will need to link with further
critical investments in road and rail infrastructure within West Cumbiria.

1 Cumbria Infrastructure Plan. This strategic study will identify a range of short, medium
and longer term infrastructure interventions required to unlock major investment and to
address the strategic challenges facing the County. These are intended to offer a step
change over and above the committed investments above.

Current alignment and contributiont o t he Nort hds cap

Contribution

P

Alignment
Cumbri ao:s

alignment with the Advanced Manufacturing P P P
Nort hods
capabilities are
most pronounced

in Advanced Energy P P
Manufacturing
and Energy, with
important shared Digital
expertise and
assets across the
two areas.

Health Innovation

Logistics

Financial & Professional Services

U U TV TV T
U U U U TV T

Higher Education

SourceSQW
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Greater MéaQM hester

GM has
experienced
significant
economic
change over the
past two
decades, moving
successfully on
from industrial
restructuring to
becoming a
modern
knowledge- and
innovation-based
economy.

Despite positive
growth,
productivity levels
in GM remain
below comparator
areas, with skills
and business
density deficits
driving-down
workforce
productivity. In
addition, the area
is not yet utilised
fully its innovation
and research
assets.

SQW

Story of Place

GMz the ten districts of Greater Manchester formiig a coherent functional geography was
the birthplace of the industrial revolution. With growth initially driven by the textiles industry
IxEOE DPOI AOAOGEIT ET OEA AOAAS8O O1 x1 Oh AT A
financial hubz the area developed into a large and successful diversified industrial economy.
However, by the 1970s and 1980sGM was being hit hard by industrial restructuring,
economic decline, and population loss. By contrast, the past two decades have seen a major
turnaroul A ET  OEA AAT 11 1 UGMnowrAdgrEed indkdasindiyhas & ceire

for new knowledge- and innovationzbased service and manufacturing industries,
underpinned with significant investments in the physical, transport, and cultural
infrastructures. GMhas also become the leading focus for devolution to English cities, with

the devolution of billions of pounds of spending decisions taGGM away from Whitehall.

Crucially, GMis now home to four universities, a worldAT AOO AOOET AOO OAEI T 1 h
largest airport outside the South East of EnglandsMis also an internationally recognised

sporting, cultural, and leisure location. However, there remains a legacy of high levels of
deprivation, worklessness and ill-health.

- AT AE

In this context, GMhas adopted an integrated approach to growth and refornGM6 O
economic priorities are todeliver sustainable growth based on a more connected, talented and
greener city regionwhere all residents are able to contribute to, and benefit from, suained
prosperity and enjoy a good quality of life. The city region is also focused on making public
services more efficient and helping residents become more sa#liant. Through this growth
and reform approach the city region intends tobecome a net contbutor to the national
economy, closing the current £7bn tax gap (with annual public expenditure in the city region
of £27bn, but a tax income of £20bn).

Enhancing internal and external connectivityis a third key priority, for example,through the
on-going expansion of the Metrolink GM& am system), the introduction of smart ticketing,
the Northern Hub rail investment programme to improve connections across the Northand
major investment in the motorway network across GM

The Productivity Picture — _
Productivity over time

GM is one of the most significant economic 46
centres in the UK, with annual GVA of around a4 43.4k
£56bn (a fifth of the North), 1.3 m jobs, and
over 105,000 businesses. However, despite 42 ? .
strong growth over the past decade and a . 40
closing of the ga (as opposite), productivity in ”;} 38
GM remains below the rest of England| =
(excluding London). ; 36
Analysis undertaken by New Economy found © 34
that a productivity gap was evident even when 32
the data were adjusted sectorally to take into 30
account the mix of firms in theeconomy. With % % % % % é % % % % % % % %
the sectoral mix allowed for, the causes of the

.. . . —e—MCR —=— North Rest of Eng (ex Lnd)
productivity gap include:
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GM has key sector

strengths in Health

and Life Sciences,

Financial and
Professional
Services, and
Digital/ICT.
Advanced

Materials offers

significant

opportunities for

growth in the
future.
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Deficits at both ends of the skills spectrum , with a higher proportion of residents
with no qualifications, and a lower proportion of residents with highlevel
qualifications; this issue is exacerbated by a persistent loss of talent to London/the
South East, withGM losing a substantial proportion d its high-skilled and mobile
Uil éi ¢ x1 OEAOOR 1T £#O0AT AT T EITC AEOTiI OEA #EOU
institutions.

Business density rates below comparators , meaning there are fewer businesses
operating in the economy than there should be. Datadm Cambridge Econometrics
indicate there were 385 local enterprise units inGMin 2013 per head of population,
compared to 435 in the rest of England (excluding London).

Leverage of knowledge and innovation assets , GMs universities, college and
research asets in business are major employers, and have played a key role in recent
growth. However,GM has not yet exploited and leveraged the economic potential of
these assets as successfully as other places across England (and internationally).

Ny

Sector strengths on which to bui C
GMEAO A EECEI U AEOAOOEZEAA AT A AOI 1 OEIT ¢ AATTIIiU
strengths in manufacturing and the increasing focused on knowledgleased activities in the

AOAA8O AAOGAAOQEIT1T AT A OAOAAOAE EGMEGE AMpbwpedA OOOA C

science and technology industries). Key sector strengths, both existing and potential,

Health and Life

Sciences NHS Foundation Trust and Salford Royal NHS Foundation Trust, the

Financial and 1  Supports employment of 240,000 people (approximately 20% of total
Professional employment in the city region), in over 17,000 firms; while definitions
Services vary, data from Cambridge Econometrics indicates that Professional

identified in GMD $drategic documents are summarised below.

Existing Sector Strengths

The Health and Life Sciences sector in GM:

1  Supports an estimated 163,000 jobs, and generates GVA of £4.7bn pa.,
covering both health and social care services across the area, and a
significant base of knowledge-based firms engaged in high-value
6health innovationd6 activities.

1 Has key sub-sector strengths and specialisms in Pharmaceuticals,
Biotechnology, Health Analytics, Drug discovery and Diagnostics,
Medical Devices, Clinical Trials, and Cancer research/treatment.

1 Benefits from, and has largely developed as a result of, a significant
concentration of research assets including the Universities of
Manchester and Salford, the Central Manchester University Hospitals

Christie Hospital (Europeos | ar
hosting one of only two UK Proton Beam Therapy Facilities, which will
open in Manchester in 2018), and the UK BioBank

1 Includes a range of innovation and enterprise assets (e.g. Manchester
Science Park, Citylabs, MedTECH Centre), as well as having close
links to the wider Life Sciences cluster in Cheshire and Warrington; the
sector will also be developed through the planned MediPark, a 200-acre
business park for Life Sciences and Pharmaceutical companies in
South Manchester. Sci Tech Daresbury is also a key important
knowledge asset for GM.

Outside of London, GM is one ofthe UK 6 s ma i safor Eimanctalraed
Professional Services. The sector in the area:

and Businesses Services generated GVA of £11.6bn in 20134, around
a quarter of the cityd segional total across all sectors.

4 Covering Financial & insurance, Business support services, Legal & accounting, Other professional services, Head offices &
management consulting, and Real estate

SQW
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Has major sub-sectors in Legal and Accounting Services, Management
Consultancy, Real Estate, and Financial Services where it is an
important centre particularly for domestic UK and regional markets.

Is located particularly in Manchester city centre (including the major
Spinningfields development) and south, Salford Quays and Trafford
Park, with important finance services support functions in parts of
Bolton, Wigan, and Stockport.

Contains national H Q s inesk, ofinancial agnd
professional services operations (e.g. The Peel Group, NBrown), all the
Bi g 40 amrcies; and leading SMEs particularly within insurance
and pension funding. GM has also been successful in attracting global
Financial and Professional sector firms (including Barclays, RBS, BNY
Mellon, and international law firm Freshfields Bruckhaus Deringer).

GM is one of the leading centres for Digital and Creative industries in the UK
outside London. The sector in the area:

1  Supports around 105,000 jobs, and generated GVA of £4.7bn pa,
although the sector is difficult to quantify in standard metrics because
of how digital technology is disrupting traditional industries, creating
new ways of working and thus becoming embedded across the
economy.

1 Includes two broad sub-sectors and sets of specialisms (i) Creative and
New Media including Digital Media and Broadcasting, Creative and
Cultural Industries, Entertainment and Publishing, and (i) ICT and

. Digital Communications including Computer Engineering, Hardware

Creative and and Software Consultancy and Telecommunications.

Digital 1 Has been catalysed by a number of major developments including
Media City at Salford Quays i home to the BBC and ITV, and around
which is developing a cluster of new media and digital firms in The
Landing i and the Sharp Project, home to over 60 digital entrepreneurs
and production companies.

i Draws on a substantial research and teaching base across the
universities of the city region. New Economy estimates around 20,000
students are studying Digital and Creative Industries-related subjects in

GM.
1 Contains several leading ICT companies including Fujitsu, Brother
International Europe, EON Reality,and Si emens, and

European Big Data Laboratory (EBDL).

Manufacturing in GM is a large and diverse sector; whilst employment has
fallen in recent years output has remained stable, reflecting a shift to more
productive and advanced forms of manufacturing, which utilise more capital
intensive techniques and increasingly focus on activities such as research,
design and after-sales services. The sector:

1 Contains around 8,000 businesses, employs 118,00 people, and is
one of the most productive sectors in the GM economy; GVA per
employee in the Advanced Manufacturing sub-sector was £60k in GM
in 2013 compared to £54k in the UK.5

T Includes strengths in the o6founda
chemicals and materials, food and drink and textiles, and firms that
play an important role in key regional, national and global supply
chains in sectors of national significance including Aerospace and
Automotive.

1  Draws on the largest materials science research base in Europe, with
a world-class track record in developing applications in major
industrial clusters, including Aerospace, Automotive, Technical
Textiles and the Nuclear Industries; in this context the University of
Manchester has recently committed £300m for the development of a
new Manchester Engineering Campus in the city, with a major focus
on creating facilities to enhance collaboration with industry, other
assets include the North West Composites Centre and the Aerospace
Research Institute.

Manufacturing

5 Data from the Greater Manchster Forecasting Model (December 2013), reportetere
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GMis an
integrated
economy at the
heart of the North.
It offers strong
links to local
areas north and
south, and to
Liverpool in the
West. But links to
Leeds are not as
significant as they
could, and should,
be.
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Is no longer dominated by large manufacturers at the head of supply
chains (OEMSs), rather the average manufacturing business in GM has
18 employees with more than two-thirds of the business base
employing less than ten people; however, GM also contains leading

global firms includingKe |l | ogg 6s, Procter & Gi
Thales, Siemens and Alstom.
Potential Growth Sectors
GMi s at the centre of the UKo6s Adv

The area has particular strengths and opportunities in the commercial
exploitation of Graphene and 2D materials drawing on the research
strengths of the University of Manchester (where Graphene was
discovered), with GM hosting the National Graphene Institute (NGI), and the
Graphene Engineering Innovation Centre opening in 2017.

Wider Advanced and 2D Materials expertise at the University includes multi-
scale 3D imaging, light alloys and corrosion, composites and materials for
energy (nuclear, solar and wind and oil and gas). GMal so hos
International Centre for Advanced Materials. Expertise in Graphene and
other advanced materials will be further developed with the £235m Henry
Royce Institute for Materials Research and Innovation.

The business base in GM in advanced and 2D materials is small currently,
but expected to increase significantly as R&D leads to routes for
commercialisation of graphene and other advanced materials.

Advanced and 2D
materials,

including
graphene

It is also worth noting that GM has particular strengths in the Low Carbon, Environmental
Goods and Services, and Nucleaectors specifically. There is a particular expertise in Low
Carbon Electricity (wind power, as well as recycling and waste managemeraternative fuels

and alternative fuel technologies) and Nuclear, drawing on expertise at the University of
-AT AEAOCOAOGO s$AIl O11 OA1l AAO )1 OOEOOC i xEEAE
Manchester is one of the pilot areas taking forward a Science and Innovation Audit, centred on Health
Innovation, Advanced Manufacturing, and Energy.

€ and | inkages @ubeyaxdd t he North

GMis a highly integrated city region. Indeed, of all the city regions in the Norti has the
lowest levels of employment seHcontainment, at85% (i.e. 85% of workers inGMalso live in
the city-region), highlighting its role as a location of employment for residents from other
areas, including in highquality professional services occupation.

GM has particularly important linkages in terms of commuting and business relationships
south to Cheshire and Warrington, and north to Lancashire, as well as on an easst axis to
Liverpool. The links to Cheshire and Warrington and Liverpool City Region are also important
in framing GM® €xience and innovaibn offer, with the Life Sciences sector in Cheshire and
Warrington forming part of a broader cluster offer, and Sci Tech Daresbury in the Liverpool
City Region.

Eastward, linkages to the Leeds City Region are not as substantive, or effective, as theylsho
be. Research indicates that commuting between the Manchester and Leeds city regions is 40%
lower than would be expected, given the distance between these two cities. The overall costs
of commuting between the two cities has been identified as the mbémportant factor in
explaining these relatively low commuting levelswith speed also a key factor.

It is also important to note GMB Wider role:
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i In providing international linkages for the North, with Manchester Airport the largest
airport in the UK outside of the South East, offering connectivity to global markets.
4EA AEODPI OO0 1T ££AAO0O AEOAAO Al ECcHh&ubousto AT 1 1T £
the Far East (including Beijingand Hong Kong) Middle East {ncluding Dubaiand Abu
Dhabi), and North America (including four direct flights a day to New York). The
airport has played an important role in fostering international interest in Manchester
as a business location, including from major international sovereign wealth funds e.qg.
China. GMalso has important international links through its knowledge base and
significant number of international students studying at its four universities.

1 As a national transportnodel, ' - EO A AAT OOA1T 11T AA EI
including links to London and Scotland via the West Coast Main Lirfand it will be
one of the core hubs of HS@ith stations planned both in Manchester city centre and
at Manchester Airport), and with orbital and linear motorways provides road access
to other city regionsacross the North Both rail and road linkages underpin a feight
trade-axis running eastwest from the Mersey and Manchester Ship Canal, including
Trafford Park (which remains one of the largest industrial parks in Europe with over
9m sgm of business space through the regional centre on to Leeds through
Rochdale/Oldham and Sheffield through Tamesid& his role will be further enhanced
with the development ofthe Port Salfordscheme.

(@}
mr
o
(é)]

Key relationships with other local areas across the North

MCR acts as an
important source of work
for Lancashire residents,
with 38k movements into
MCR. Lancashire is also
important for MCR

Lancashire

Lower than expected
commuting links, with
40% fewer commuters
than would be expected
given proximity

Leeds City

(particularly North MCR) Region

residents as a workplace

Greater
Manchester

Important commuting
flows to & from the area
with around 40k
movements in both
directions. Also important
science & business links,
particularly in Health &
Life Sciences

Cheshire &
Warrington

Liverpool
City Region

Important commuting flows
to & from the area, with
around 20k movements in
both directions. Sci Tech
Daresbury in Liv CR is also
an important part of the
broader MCR science offer

Source: SQW

Critical investments

Faced with the productivity challenges écussed above, and to address or exploit the sector

Major " . . . »
investments in opportunities and linkages across the North, partners itsMare progressing a range of critical
GM are investments, including projects funded through the Growth Deal agreement with Government.

underway and

planned, with a An overview of the key committed critical investments inGMset out in current plans is set out

focus on below.
transport, access
to finance, Critical investments

innovation, and
business support
in order to

address the

ar ea égsinSQW
productivity

deficit.

Knowledge & Innovation
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1 £235m Sir Henry Royce Institute Advanced Materials, based at the University of
Manchester to accelerate the commercial exploitation of Advanced Materials in the UK.

1 £60m Graphene Engineering Innovation Centre to stimulate graphene development and
application in the UK, complementing the existing National Graphene Institute.

Transport & Infrastructure

1 Metrolink and bus improvements to provide better facilities for passengers (including 12
new Metrolink light rail vehicles), and a multi model ticketing and smart ticketing scheme.

T New or improved transit interchanges in Stockport and Ashton to improve public
transport access and flows across the city region.

1 The £300m Greater Manchester Housing Investment Fund designed to accelerate and
unlock housing schemes across the city region; it will help build the new homes needed to
support our growth ambitions.

1 The A6 to Manchester Airport Relief Road Scheme, providing 10 km of new 2-lane dual
carriageway on an east-west route from the A6 near Hazel Grove, via the existing A555 to
Manchester Airport, and the link road to the M56.

1 Expansion of the Metrolink across Manchester including the Second City Crossing and
extension to Trafford Park.

T  Manchester Smart Motorways, with over £200m investment to introduce hard shoulder
running and variable speed limits on significant sections of the M60 and M62.

Enterprise & Business

1 £45m Life Sciences Investment Fund across GM and the Cheshire and Warrington local
area providing equity finance for firms operating in Health and Life Sciences (underway).

1 Manchester Business Growth Hub providing an integrated bundle of specialist advice and
support to businesses across the GM to help them grow, access markets and government
support.

i The Factory, a multi-purposed arts and cultural venue, with £80m support committed by
Government, as part of the wider 15 acre St John's Quarter development.

1 The Greater Manchester Investment Fund that provides loans to encourage business
growth and job creation in GM.

Skills

1 Skills Capital Programme, focused specifically on Engineering, Manufacturing & High
Speed Rail, Logistics and Estate Renewal & Hospitality.

Current contributionand al i gnment to the Nort|

Contribution

PPP
PPP
PPP
PPP
PPP
PPP
PPP

Alignment

GM contributes Advanced Manufacturing P
substantially to all
of the N
capabilities.

Alignment with the Energy P
local economy is
particularly strong .
for the Digital D|g|ta|
(prime), Financial
and Professional
Services and
Higher Education
(enabling)
capabilities

Health Innovation

Logistics PP

Financial & Professional Services PPP

Higher Education PPP

Source: SQW
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Hul |

H&HCR makes a
distinctive
contribution to the
economies of the
North and the UK,
with major
Processing and
Energy industries
in, and around, its
deep-water ports
and specialist
facilities on both
banks of the
estuary. Recently,
there have been
major private
investments in
Renewables,
especially wind
turbines. Hull is the
largest urban
centre, and the
main focus for
knowledge-based
services.
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and Humber City Reg

Story of Place

H&HCR includes the city of Hull and the area covered by East Riding of Yorkshire Council on
the north side of the Humber estuary andthe unitary authorities of North Lincolnshire and
North East Lincolnshire on the south bank. The identitgf H&HCR and its economic roles, are
defined by the estuary: there are major port facilities at Hull and the city ian important entry
point for tourists; Immingham and Grimsby are the principal ports on the South Bank. Other
main settlements are Scunthorpe, a major steel producer; Goole, an inland port and logistics
centre; Beverley, a market town north of Hull; alg, Bridlington and Cleethorpes, where
tourism is important. H&HCR also includes attractive coastal and rural environments.

Hull is the largest settlement,and hasa built-up areawith a population of over 310,000. Hull
has a substantial and welregarded university, and is the largest centre for Business and
Personal Services, Administration and Retailingand ispre-eminent in H&HCR for private
sector knowledgeintensive business services (KIBS), although a recent report citing this also
notes the underrepresentation of these activities in Hull city centre relative to other cities.

The direction of external linkages and transport connections, andcultural identity , differ
between the two banks the North Bank looks mainly west, towards York and Leedand the
South Bank more to the south and soutlwest, to Lincoln, Doncaster and Sheffield/Rotherham.

Large-scale investment has been attracted in recent years, particularly in Energglated
economic vision that: 0" U ¢t et h OEA (O0i AAO xEil EAOA A
ambitious capital schemes well underway and a growing reputation for excellence and

A @b A OPrigriel 806 Transport investment are gearedto reinforcing the strengths and
ambition z road improvements to facilitate the growth of new energyrelated business, and

rail improvements to enable the ports on the South Bank to operate more effectively.

The productivity picture Productivity over time
Despit
hi;ﬂ?}l E;%T;ive In 2013, the Humber economy generated 46
industries and £15.6bn in GVA, equating to £38k GVA per 44 43.4k
processing employee. This is 89% of the average for
activities, . 0 42
H&HCRS s England excluding London, and 97% of the
economy under-  average acrosshe North.8 Overall, between < %0
performs the rest AT R 4 5 (= -
of the North, and ¢mmm Al A ¢mpoh (Q(#Zo _'538 U
England more faster on average than England excluding 5 3 38.5k
generally. London; its population grew more slowly, <
Itis under- and GVAJjob around the Humber grew by O 34
represented in )
High Value 1.4% pa., compared with 1.1% for England 32
Services, and g excluding London. However, with the 30
OVer_re reSente . T T T T T T T T T T T T T T 1
in Publiﬁ Services, fecession, the catchup ceased, and § § § § <8f § § 'é g § g g g g
reversed after 2009, with the peformance DA A
on the North Bank better than on the South. —#—H&H —=—North Rest of Eng (ex Lnd)
sQ4EA ' Ai COAPEU T £ OEA (Oi AARO %AiTi1iuUdh #AT OOA &£ O #EOEAOR
(01 AAD |, %0 O3nrPBRrOZOGE A BT 11

8 Cambridge Econometrics analysis, 2015
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The sectoral shape of the economy is particularly important here: H&HCRas a highly
distinctive shape with a high representation of Manufacturing and Process Industry
employment and GVA (including, foexample, in Cole anéetroleum productsand Chemicals),
and a large public sector €mploying 28% of its workforce, but oy accounting for 23% of
output?®), andBusiness ServicesBankingand Other Professionalsectors underrepresented in
the economy!0

Skills deficits are also evidentthe proportion of the working age population with NVQ4+ is
26.7%, compared to 30.3% across the North and 34.5% for Englarféxcluding London).
Despite specialist industry needs, and a history of local training interventionfocused on
these, the level of workplacebased training is also below the national average.

Sector strengths on which to build

The sectoral spedalisation in H&HCR has been determined by the geography of the estuary,

H&HCROS f and its trading and industrial history. Deepwater port facilities favoured earlier specialisms

sector strengths

relate to its in deep-sea fishing and the imports/exports of bulks, includingcoal, chemical feedstacks,

geography and foodstuffs, and more recentlycontainers, cars, andbiomass. The availability of flat sites

industrial history. di h d the d | f . . ialist handii d

They are: Ports and & jacent to the ports, and the development of expertise in specialist handling an

Logistics; distribution, have led to investment in major production/processing plants and, most
ggter(r)néﬁzlr?ﬂig(ljs recently, to growth in the Renewable Energy seot. This potential has been recognised in the

Food Industries- largest UK Enterprise Zoneit already totalled 484 hectaresacross 16 sitesand was more

and other than doubled in November 2015 to 1238 hacross30 sites.

Manufacturing/ . L R o A o o
Engineering, 4EA AATTTITUBO &£ OO0 OAAOQI OAl e alGwwllebtapied and OOT | AOT
mgg’&:ggre developing in new directions: they continue to gain critical mass through synergies and
Technologies. linkages between them. The fifth sector, Energy Renewables, is the focus for lasgale

The Renewable recent investments, and there is evident potentidior further substantial growth. Engineering

Energy sector, capabilities have also facilitated growth of other Manufacturing industries, and IT/software
closely related to

these specialisms,  Skills have helped the development of a growing Creative and Digital sector.
is an area of major

opportunity whichis - Eyisting sector strengths
already being

progressed.

Total employment of 16,100, with £667m GVA, through five ports:
Associated British Ports (ABP) is the major provider of port facilities.

Immingham is the largest port in the UK by tonnage, handling c.55m
tonnes pa, including oil (20m t), gas (10m t); also coal, biomass,
animal feed, other bulk goods; RoRo and LoLo (Lift-on, Lift-off)
facilities.

Hull has strong trading links with Scandinavia and the Baltic States,
particularly for timber and paper products; its wide range of services
include the UK's first fully-enclosed cargo-handling facility, providing
Ports and all-weather working for cargoes including steel and bagged products.
Logistics Hull offers scheduled freight, car and passenger services to
Rotterdam, Zeebrugge and Finland; cruise ships visit Hull, with
passengers accessing nearby tourist areas.

Grimsby is a major car import and export gateway (500k vehicles pa);
a major port development plan is being progressed, and both Hull and
Grimsby are fully engaged with the fast-developing Renewable
Energy sector.

Other assets include Goole, an inland port, specialising in short North
Sea crossings i the main cargos include vegetable oils and timber;
Goole is also increasingly involved in Logistics, Able Humber Port

904EA #ADAAEI EOU 1T &£ OEA (Oi AAO OACEI T8 51 EOAOOGEOU T £ (O6i1h (0OII1
10 For further details see, for example, City Relationships: economic linkages in northern citygiens - Hull and Humber
ports, The Northern Way, 2010
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(AHP) is under development by a Tees-based port operator, to
provide a major handling and logistics gateway on the South Bank,
and Humberside Airport has the UK's second largest heliport that
provides services to the growing offshore energy market.

H&HCR has the 2nd biggest concentration of Chemicals production in
the UK, with 5k employees around the Humber, contributing £445m
GVA pa, and including

0 16% of all UK fuel-refining (utilising imported feedstocks), based
on large-scale investments by industry majors including Phillips
66, handling Bulk Oil and Ethylene.

0 4% of the UKO6s Chemicals and P

Key areas of production and expertise are: Speciality Gases; Personal
Chemicals/ Care Products; Pharmaceuticals; Fibres; Paints and coatings; Glass;
Petrochemicals Biofuels/Biomass processing; and Consulting services (research,
health and safety, audit).

The main companies include Croda, Air Products, BP Chemicals,
Nippon Gohsei, BOC (LINDE), BASF, Cristal, Kemira, Knauf,
Novartis, Syngenta, Total, Yule Catto, and Phillips 66.

Cluster activity is supported by well-established support services,
including industry training through HCF CATCH (Humber Chemicals
Focus - Centre for the Assessment of Technical Competence
Humber); local FE colleges are also heavily involved.

The key expertise is in Food and Fish processing. This draws on
imports, the retention of a major fish market function (despite loss of
deep sea fishing industry) and foodstuffs and other agricultural
production from t héndHincolbshireénd r ur
eastern England): H&HCR produces 11% of English-grown
vegetables,andover a quarter of Engl ang

12.5k are employed in the sector, which has a GVA of £738m.

The shellfish catch is one of the largest in the UK. Grimsby has the
highest number of cold storage facilities in the country, and is the

UKds major centre for chilled/fr
_ over 5k jobs and attracting significant investment in recent years.
Food Processing/ Empl oyers include AAKHKdwHLE, Coultryistyle, B

Agri-tech

Cranswick plc, Findus, Golden Wonder, Greencore, Lincoln & York,
Pipers Crisps, Tranfield, TSC Foods, Saxon Quality Food Scunthorpe,
William Jackson Food Gr.oup and Y

The scale of the industry has led to the development of local skills and
supply chains, specialist industry trade bodies and the co-location of
academic expertise e.g. The British Agri-Food Consortium is based in
Hull; the £5.6m Humber Seafood Institute at Europarc (Grimsby) has
state-of-the-art facilities, and engages in collaborative research with
industry leaders; supply chains include companies with expertise in
advanced engineering, print and packaging, logistics and electronic
tagging/barcoding; Bishop Burton College and Grimsby Institute offer
supporting specialisms.

Engineering and Manufacturing employ 54k in H&HCR Humber, with
GVA totalling £3.7bn. In the SEP, 25k of these jobs are classified as
Advanced Manufacturing.

Other
Manufacturing,
including
Healthcare Specialist engineering institutions in the area, including Brumby
technologies!! Engineering College, North Lindsey College, Grimsby Institute, the
Humberside Engineering Training Association (HETA) and Hull

11 Healthcare Technologies is defined as a separate sector in the European (ESIF) Strategy, bringing together some Speciality
Chemicals and expertise in Engineered Products for Medical PurposEsiropean Structural and Investment Fund Strategy
for the Humber, 20142020
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Training6s En gandkumber Unigersitydechnicad
College.

The biggest single firm is Tata Steel, which employs currently c4k
people, although a quarter of those jobs are expected to be lost
through recently-announced cuts.

H&HCR has the largest UK concentration of caravans and modular
buildings production and fitting out; also, locally-focused supply
chains. This grew out of earlier shipbuilding and engineering expertise

The sector also includes some health-related products; key firms with
strong brands and local innovative capacity are Smith & Nephew,
Novartis, and Reckitt Benckiser.

There is a strong industry grouping in Marine Engineering: Team
Humber Marine Alliance (THMA), represents more than 160
companies, bringing strong capabilities in Renewable Energy,
Commercial Shipping, Inland Waterways, Offshore Oil and Gas,
Defence and Security, and Nuclear Energy.

These strengths and expertise link across to recent Energy/Low
Carbon developments i see below.

Potential growth sectors

Major momentum is now underway in Off-Shore Renewables in the
North Sea: H&HCR is uniquely positioned to exploit this, given the
short distances to major off-shore windfarm sites, deep-water ports
with necessary facilities/potential for to develop them, available/
developable flat land, facilities for helicopters at Humberside Airport

The main focus for the Enterprise Zone is the Humber Renewable
Energy Super Cluster (HRESC):afiwor | d cl ass r encte
hub, focused around large wind turbine manufacturers and their
supply®chaino

Key investments include Siemens/ABP collaboration in turbine rotor
blade manufacture, assembly and servicing at Green Port Hull, and at
Grimsby on the South Bank: a £13m skills programme will support
these investments. Also development at Able Marine Energy Park, on

Energy the South Bank close to Immingham; other energy sector investments
Renewables at Grimsby by DONG Energy, E-ON, Vestas and Vivergo( t he U
largest bio ethanol producer)
Hul | and Humber hosts 20% of the

The University of Hull provides expertise in renewables and logistics,
and local colleges offer complementary strengths and expertise. Hull
Universityés Department of Geogr
Sciences and the School of Biological, Biomedical and Environmental
Sciences were ranked third for research impact across the UK (and
joint first in England) in the most recent Research Excellence
Framework.

Plans are being progressed by the University and partners for an
industry-backed Centre for Marine Power Research & Development,
which would focus on offshore wind engineering and operate on open
innovation principles

Other sectors, which complement and support these strengths include Creative and Digital

(4.8k employees, £229m GVAncluding drawing on the Computer Sciences Degrtment at the

University of Hull) and the Visitor Economy (25k employees, £350m GV&)Hull will be UK

City of Culture in 2017. Key companies include Sonocdrident (a leading provider of digital

AOOxT OEQh . &EOA , AAO j xEEAE AAOBDprike) addindv AOET A
enterprises at the Centre for Digital InnovationBoth sectors are highlighted in the Strategic

Economic Plan.

(- T OAOTTAT O xAAOCGEOA O, T 1T EET (& QAR =i AADPOEOCBOL ¥1 BBOO AOOEI
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The Hull & Humber
economy relies on
infrastructure and
transport facilities,
to connect it to the
markets in larger
industrial and
consumer centres
1 across the North,
in the rest of
England, and in
northern Europe.
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The Smart Specialisation approach advocates the systematic analysis of strengths and
opportunities, and a coherent, focuse, approach to maximising local economic potential and
contributing to economic dynamism, nationally and across Europe. The ESIF Stratégy,
pointed to the need for more investment in physical infrastructure and to build industry
supporting expertise acros the Humber.

e and | i nk ahpdath (@m beysd)

Hull, Grimsby and Scunthorpe have labour markets which are satbntained for the most part,
with relatively weak linkages to the rest of H&HCR and with adjacent areaddowever, key
commuting, business and market linkages across the North of England (and beyoridglude:

1 Important commuting movements to the Leeds City Region and the York, North
Yorkshire and East Riding area (excluding those parts of this area within H&HCR), and
significant movements into H&HCRfrom outside of the North (including from the
southern parts of Lincolnshire).

i Linkagesto Leeds and to a lesser extent York and Sheffield, for Business, Education
and Other Professional Services and networks; also through University dfill.

1 Transport links to London and other cities, direct rail link, East Coast Main Line and
the motorway network; access to Manchester Airport and Humberside Airport
provides important services, for example to Schiphol and Aberdeen), and is an
important helicopter base for the North Sea)

i The distribution of energy, and of intermediate and final industrial goods, including
chemicals, food and other consumer products, to major population centres acrobge
North; also to the Midlands and London/South East300 freight movements each
week from Immingham alone; logistics links to Doncaster/Sheffield City Region

i H&HCR serves arentry point for overseas visitors, providing access to tourist
attractions in the immediate hinterland of York & the North Yorkshirecoast, and more
widely across the North of England

13 European Structural and Investment Fund Strategy for the Humber, 2012020

SQW
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Major planned
and proposed
investments in
H&HCR include
enabling
investments for
access to major
development
sites for
renewable energy
and others to
alleviate key
transport
bottlenecks
constraining bulk

traffic in and 05 W
of the area; al

support for skills
development,
enterprise start-
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Key relationships with other local areas across the North

.15k residents commute into LCR; c.7k
travel into H&H from LCR; there is
apparent potential to build links into
Leeds CR to gain critical mass in and
across some sectors including food and
engineering; also for more specialist
professional & business services

¢.13k residents commute
each day into North
Yorkshire; there are links
to York through Hull-York
Medical School;
potentially also on health
products and
biotechnology

YNYER

Leeds City
Region

Sheffield City
Region

Commuting to and from the rest of
England, including South Yorkshire and
Lincolnshire is c. 11-12k each way,
potential to build links to Sheffield
relating to advanced manufacturing,
also to Doncaster for logistics

Source: SQW
, TTEET ¢ OPAAEZEAAI T U AO PI OO AT A OAI AGAA EIT £OAC
Humber ports have good handling facilities and RoRO links with major European ports. The
main eastwest road on the North Bankz A63 west to M62z7 is part of the North European
Trade Axis and the E20 route. The South Bank is also webinnected by road, to the eastvest
M180. Rail is important to businesses using the ports, and some constraints on industrial
development and bulk handling are currently being addresed.

The Humber Bridge also provides a dual carriageway norteouth link across theestuary
which facilitates large-scale industrial operations on both banks. Labour and other markets
are not fully integrated, although car and motorcycle crossings rose ly20%, and HGVs by
one-third, in the two years following the significant reduction in toll charges in 2012pointing
to potential for some product and labour market benefits, and a more integrated crossstuary
economy, but the scale and nature of thesefetts will not be transformational in the short
term, and requires further analysis as more data becomes available

Critical investments

H&HCR partners argrogressing a range of critical investments, including the projects funded

through the Growth Deal agreement with Government in 2014 and the extension in January
2015. These aim to address productivity issues by maximising private investment and its
impact, utilising financial and other resources effectively, anticipating and avoiding issues of
capacity in the economy, and countering flood risk. An overview of key committed critical

investments in current investment plans is set out below.

Critical Investments

Knowledge and innovation
1 Plans currently being formulated for a Centre for Marine Power Research &

Development.
ce -
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il

Transport & Infrastructure

Development of the Health Hub for the Hull-York Medical School.

il

il

Enterprise & Business

The £300m+ investment in Green Port Hull by Siemens and ABP, to be realised by 2017,
delivering a planned 100 direct jobs (and a further 900 indirect jobs).

Rail electrification through Selby to ECML from Hull. Also:

U Gauge enhancements to improve freight capacity on both North and South Banks; link
to Doncaster rail freight hub.

U  Improved rail connections/times to Leeds and Sheffield.
U Reinstatement of the through trans-Pennine service to Manchester Airport.

Other transport schemes to resolve road constraints which currently restrict industry
operations and new development in Hull & Humber

0  A160/A180 and A18/A180 upgrades currently under construction.
U  Mitigation of road bottlenecks in and around Humber South Bank.

U Improvement of the A63/Castle St, Hull with a new bridge crossing to be completed for
the 2017 City of Culture, which will facilitate commercial and mixed use development
around the Fruit Market.

Infrastructure and site development works:
0 Investmentt o enabl e Gri msby town centreds re

U  Work to speed housing delivery and provide flood protection across H&HCR i e.g. at
Lincolnshire Lakes, Hull, Bridlington (where there is also substantial harbour/marina
investment).

U  South Humber Bank Industrial Infrastructure Programme 1 public investment including
£15m from NE Lincolnshire Council; £20m private.

U  Continued delivery of Superfast Broadband across H&HCR.

The Energy Works Hull developmenti an innovative renewable energy plant converting
waste material into energy, a £150m project (including £20m from ERDF).

1 Key investments already underway include:

U Siemens £160m investment alongside ABP (£150m) at Green Port Hull
(reconfiguring Alexandra Dock to provide construction, assembly and servicing site;
also in rotor blade manufacture nearby, at Paull).

U Able Marine Energy Park, on the south bank close to Immingham, which will service
the largest off-shore wind development in the North Sea, and offers a large site with
Enterprise Zone status.

U0 Redevelopment of the Port of Grimsby, where important investments have already
been made by DONG Energy, Siemens, E-ON, Vestas.

U The Able Marine Energy Park, together with the adjacent Able Logistics Park, a
bespoke port facility for the Renewable Energy Sector, particularly Offshore Wind.

U £4m extension to the existing £31Im 6 Gr owi ng t he Humber 86 Recg
programme which offer flexible grants to help job-creating businesses, as part of
refocused business support provision.

Skills
1 Delivery of key Growth Deal skills programmes, including equipping young people:

it A13m training programme, |inked to Sieme

Grimsby.

U  £7m training infrastructure for constructing and servicing offshore wind turbines, at
CATCH, NE Lincolnshire.

U £7.8m logistics training centre at Grimsby Institute related to Offshore Industries,
focused on STEM and environmental technology skills for Renewable Energy.

U  Extension of Engineering and Renewable Technology training at Goole College.

SQW
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Current contributonand al i gnment to the Nort

Contribution

PP
PP
P
P
PP
P
P

Alignment

H&HCRG s Advanced Manufacturing PPP

alignment with the
N o r tchpabilities
is strongest in Energy P P P
terms of Advanced
Manufacturing,

Energy (prime) . .
and Logistics Digital P
(enabling).

Health Innovation PP

Logistics PPP

Financial & Professional Services P

Higher Education PP

Source: SQW
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Lancashire

Story of Place

Lancashire is a
diverse area,
covering urban
centres, rural
and coastal
settlements.
The area aims
to grow by
rebuilding its
historic strength
in
manufacturing.

Lancashire is a diverse area covering urban centrescluding Preston and Lancaster as
well as inland rural countryside (including the Forest of Bowland Area of Outstanding
Natural Beauty), and a western coast. The area includaselve districts and two unitary
authorities, and borders the city regions of Liverpool andsreaterManchester to the south,
Cumbria to the north, and both Leed€ity Region LEP and York and North Yorkshire LEP
to the East!* The key urban centres in Lancashire run easwest from Burnley to
Blackpool, with Lancaster to the north and Preston at the centre of key northern
transport axes.

Lancashire has a rich indusial heritage. This continues with manufacturing providing

OEA 1 AOCAOGO AT 1T OOEAOQOEIT T Ol ORhs sbt@d hihe AATTI
Strategic Economic Plan and ESfs to rebuild this historical coreOO O AT C @&laimA1 A O

, AT AACGEROADOTOIA T £ OEA T AOCEI 160 EAMddABZT OOADO 4
so, the LEP has identified the potential to create 50k jobs and increase the value of the
AOAAGO AATTTiTU AUu AT AAAEOEIT Al pmnb AU ¢mgo8
The productivity picture

Productivity in
Lancashire is low

bv both North The 685k jobs in Lancashire generated _. _
y both Northern - : Productivity over time
and national £25bn in Gross Value Added (GVA) in 2013
standards. The ANGEOGAI AT O O wb 1TE - - 900
decline of . 46
manufacturing However, at £36,4k GVA per jobh 3k
coupled, with a productivity is 84% of the rest of England 44
low skills base ludi Lond Th h
and a lack of e>.<cu |ng. ondon average The gap has 42
inward widened since 2000.
investment, has g 40
prevented Four key causesof the productivity gap in | 5 3g
Lancashire from . ) = 36.4K
closing this Lancashire are: 5 :
productivity gap. j:’- 36
T A structural shift away from 3 34

manufacturing and towards lower

productivity jobs in the service 32

sector (particularly in the public 30 —————————————

. . O ANMNMITLLON~NODIDOANM
sector) with the absence of high § § § § § § § § § § § é‘ § §
value professional service sectors,

i i —&—Lancs —&— North Rest of Eng (ex Lnd)
underpinned by an unrealised

regional centre.

T A lower skills profile

which makes it harder for Lancashire to generate

transformational growth itself, as despite some enterprising places$igh levels of
deprivation, ostensibly concentrated in Blackpool and East Lancashire, generate

a low skills profile.

14 The Dtricts of Lancashire are Burnley, Chorley, Fylde, Hyndburn, Lancaster, Pendle, Preston, Ribble Valley, Rossendale,
South Ribble, West Lancashire and Wyre. The two unitary authorities of Blackburn with Darwen and Blackpool are also in

Lancashire.
15 Lancashre European Structural and Investment Funds Strategy, Lancashire Enterprise Partnership, 2014, Page 6
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Nationally
significant
strengths in
Aerospace and a
distinctive
Nuclear Energy
offer are key
Lancashire
strengths. The
wider Energy
sector, Health,
Digital, and
Business
Process
Outsourcing are
seen as key
opportunities for
future growth.
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i A mixed track record on inward investment means that Lancashire has not
been able to attract new capital and skillsof the scale requiredfrom elsewhere
to diversify the local economic base.

i Strategic connectivity : the LEP identifies thatcapacity issues and increasing
congestion on the strategic motorway network combined with poor rail
connectivity, especially linking Lancashire and Yorkshe, are undermining
, AT AAOEEOAGO DPOT AOAOEOEOUS

, AT A A Gvbikidpfage(population is also in decline, partly due to out-migration
among younger age groupsso there are fewer potential workers available. Lancashire
also has dower economic activity rate than the North and England excluding London
averages, although rates vary considerably across the LEP area, with some areas
experiencing high levels of unemployment and deprivation.
which to buil

Sector strengths on

Lancashire has retained anddeveloped the neessary expertise in key suisectors to
demonstrate real strength inAdvanced Engineering and Manufacturing, particularly the
Aerospace and Automotive sectorsThe Energy sector, especially Nuclearis the other
major existing strength. Thesesectors havebeen prioritised as growth sectors by the LEP
supported by four Enterprise ZonesThe LEP has also identified three developing sectors
which, although small at present, have the potential to grow into significant employment
and GVA generators in the futte: Health, Digital, and Business Process Outsourcing

Lancashire does not have a discrete Smart Specialisation strategy, but its ESIF states that
O4EOI OCE A O03i A0OO 3PAAEAI EOAOGEI 16 ADPDPOI AAE
developing highly skilledproductive businesses that can compete in global markets and

create real wealth within the local economy. Key target employment sectors have been
identified that are, or have potential to be significant net contributors to the Lancashire and

national econd EAT® 83& OEAT CI AO Ldncadbife hds ke® dompetitived O
advantages that can be developed to become drivers of sustainable growth and we expect
OEA AOAABS Oz Adladced CBhdin@dritgGand Manufacturing (Aerospace and
Automotive) andEnergyz to exceed national trends over the programme perid

Existing sector strengths

Lancashire has the largest concentration of aerospace production in the
UK, employing over 20k people in 120 companies. Lancashire sites are
contributing roughly £6bn of output to the F35 fighter jet programme,
which is the UKO6s single | argest

As an historical strength of the area, capabilities in the Aerospace sector
in Lancashire span from R&D through to manufacturing and testing. With
a mix of civil and defence related production, key areas of strength
include: engine sub-systems, airframe, avionics, missiles and ground
support equipment. Lancashire has the unique capability of being able to
design and integrate a whole aircraft in the same sub-region.”

Aerospace and

Aviation

Major employers in the sector include BAE Systems, Rolls-Royce and
Safran-Aircelle. Supply chain companies include Kaman, Assytem and
Spirit Aero Systems. In addition
sites at Warton and Samlesbury specialises in Aerospace and Advanced

16 The Lancashire Strategic Transport Prospectus, Lancashire Enterprise Partnership, 2015

17
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Automotive

Advanced
Chemicals and
Polymers

SQW
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Engineering and Manufacturing. The LEP, working with The University of
Sheffield and Lancaster University, is seeking to establish an Advanced
Manufacturing Research Centre presence, located at the Advanced
Engineering and Manufacturing Enterprise Zone at Samlesbury. Working
with Sheffield University, Lancashire is one of the pilot areas taking
forward a Science and Innovation Audit, centred on Aerospace
manufacturing technologies.

Within the overall sector, Lancashire has the potential to become a
centre of excellence for UAVs in the future. The oOTar
autonomous Unmanned Aerial Vehicle (UAV) was developed at Warton.
Lancaster University has strengths in technology management, analysis
of big data and is a partner in the Growing Autonomous Mission
Management Applications (GAMMA) Programme.

Spatially concentrated in South Ribble, the Automotive sector accounts
for almost 4k jobs across Lancashire. Key employers include PACCAR
(Leyland Trucks), Sanko-Gosei, and Erlson supported by an extensive
supply chain, particularly in Burnley.

Key strengths include the design and manufacture of vehicles and
component parts for the automotive industry, including high value parts
for European Original Equipment Manufacturers (OEMs) Aston Martin,
and Bentley. Other activities include improvements to transmissions and
dual-fuel technology.

Increases in innovation and entrepreneurship provide growth potential for
the future, particularly around design and development companies such
as Torotrack, Clean Air Power and Scorpion Automotive.

The Energy sector covers power generation, nuclear, offshore gas (and
associated logistics support at the Port of Heysham), shale gas, and
wider renewable energy. The sector already employs 37k in Lancashire,
with the potential for further growth in the future.

Nuclear is a particularly important sub sector, with four Advanced Gas
Cooled Reactors in Heysham and an advanced nuclear fuel
manufacturing facility at Springfields, which manufactures nuclear fuel
products for power stations worldwide. The National Nuclear Laboratory,
also at Springfields, focuses on advanced reactors, fuel design and
manufacture, and the opportunity to develop and assemble Small
Modular Reactors for a global market.

Key companies in the sector are Springfield Fuels, EDF, Sellafield Ltd,
Ceres Power, National Nuclear Laboratory and AMEC. There is expertise
in Renewable Energy technologies at Lancaster University, Energy
Lancaster (research centre looking at solutions to meet future energy
needs), and the University of Central Lancashire.

Future opportunities in nuclear commissioning/decommissioning have
been identified and there is also potential to service the growing number
of wind turbines in the Irish Sea from the Port of Heysham. Lancashire
potentially has one of the largest reserves of shale gas in Europe which
provides a further opportunity (subject to planning permission).

The sector employs 4.3k people, equivalent to an employment density
twice the UK average.

Key strengths include: paint production, manufacture of high-
performance plastics materials, production of flurochemicals and
materials, and the manufacture of organic chemicals, pharmaceutical and
speciality polyurethane pre-polymers.

Key companies are Asahi Glass Chemicals (one of only two production
sites in the world for TEFLON derivatives used in industry), Vinnolit
GMBH (a leader in PVC manufacture), Victrex (a manufacturer of high
performance polyaryletherketones, used in oil drilling and automotive

components) and AGC Chemicals.
ce -
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The sector is concentrated around the Hillhouse Business Park, a former
ICI site with Enterprise Zone status and focussing on hi-tech chemicals
and polymers. The re-establishment of the Chemistry Department at
Lancaster University will increase research capacity.

Potential growth sectors

1 Healthis already a major employer in Lancashire, accounting for 61k jobs
across the research, medical product manufacturer and NHS domains.
Particularly important sub-sectors for growth are Ageing and Digital
Health.

T Building on Lanc asttedor AgéingiResearch,i the
planned Lancaster Health Innovation Campus will develop solutions to
problems caused by ageing populations and will include businesses,
researchers and healthcare providers.

Key emerging sub-sectors within the broader digital sector are Cyber
Security, Big Data and sector specific software applications.

Cyber security has been identified because of a growing global market
Digital and the recognition of Lancaster University as an EPSRC-GCHQ Centre
of Academic Excellence in Cyber Security.

The creative side of Lancas hipotentials
by building on existing capacity and skills in firms such as Realtime:UK.

Business Process Outsourcing (BPO) has been identified as a growth
sector because of its potential to draw FDI into Lancashire. The market
trend awayhforomgdofifswmardsgdneadrso
Business Lancashire as its towns act as relatively low cost locations with access to
Process skilled workforces.

Outsourcing Firms with significant bases in Lancashire already include Capita, HCL
Technologies, CAP Gemini, Carphone Warehouse, and HGS.

The wider Business, Financial and Professional Services sector in
Lancashire is projected to grow by 15% from 2015-2025.

Three further sectors are major employers in Lancashire but do not offer such significant
opportunities for GVA growth: Food Manufacturingsupports 13k jobs with brands such

as Dr Oetker and PepsiCo present in the argthe Visitor Economysupports 60k jobs and

is particularly important in Blackpool x EEAE OAT AET O T1TA 1T &£ %I Cl AT /
visitor destinations with over 10 million visitors per year; andwith key companies such

as the Ceoperative Bank, Guardian Financial ®up, and National Saving and Investments
(NS&l),Business and Financial Servicesupports c40k jobsin Lancashire.

€ and | inkages @ubeyaxdd@ t he North

Relatively self-
contained labour ~ Lancashire is a relatively sekcontained labour market, with the most significant cross

market with

boundary flows occurring with neighbouring Manchester and, to a lesser extentierpool

stronger north- . . .
Southgthan east-  to the south-west. Latest census data show that 86% of Lancashire residents work in the

west transport links. grea and that 88% of Lancashire workers live in the area. Outside of this, 7% of Lancashire

Plans to develop
pan Northern links

in the Energy

residents work in Greater Manchester, 3% in Liverpool City Regiomd just 1% travel
over the Pennines to Leeds City Regigneflecting poor connectivity18

sector, particularly

Nuclear.

18 The percentage of Lancashire workers in these city regions is similar at 6%, 3% and 1% respectively.
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The M6, M61 M65, M58, M66and the West Coast Mainline provide Lancashire with its
main transport links to the rest of the North although capacity constraints and a
consequent decrease in efficiency have been identifiéd.Further, with issues around
speed, frequency and roling st E NOAT EOUh OAEI ETEO ET OI
ET A£E£EAAOEOAONh A AEAAOT O APl AETET ¢ ORA 11 x

, AL

I
] Ol 1
, AT AAOEEOASO |1 AOEOEI A 1T ETEO AOA DPOI OEAAA AU ¢
to the Isle of Man andireland. On a sectoral level, the Port is important for servicing

offshore gas fields and wind farms in the Irish Sea.

Key relationships with other local areas across the North

Limited labour market
links

Cumbria

Transport links
to Isle of Man
and Ireland,
sectoral links to
offshore gas
fields and wind
farms

Limited labour market
links, constrained by poor
cross-Pennine transport

Leeds City
Region

. . Developing sectoral links,
SHELEINONYA  especially AMRC

Region

Liverpool
City Region

Greater

Relatively strong Manchester

transport (M58) and

labour market links: 15k
Lancashire residents
work in LCR, 16k flow the

Strong transport links
(M61, M66) allow strong
labour market links: 38k

Lancashire residents
work in GM, 31k travel in
opposite direction.

other way.
Source: SQW

Critical investments

Critical
investments are
underway to
unlock the growth
potential of the
key sectors in
Lancashire as
well as improve
transport links
with the rest of
the North.

Faced with the productivity challenges and to address or exploit the sector opportunities
and linkages across the North, partnes in Lancashire are progressing a range of critical
investments, including projects funded through the Growth Deal agreement with
Government. An overview of the key critical investments in current investment plans is
set out below.

19 The Lancashire Strategic Transport Prospectus, Lancashire Enterprise Partnership, 2015
20 Strategic Economic Plan, Lancashire Emgrise Partnership, 2014, p17
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Critical Investments

Knowledge & Innovation

il

Enterprise & Business

Creation of the Health Innovation Park as a test space for private sector R&D in
collaboration with Lancaster University and healthcare bodies, particularly around issues
caused by an ageing population.

As part of a wider £200m city centre campus redevelopment, the new £30m Engineering
and Innovation Centre will be developedat UCLan in Preston to
capabilities in industrial collaboration, SME engagement, knowledge exchange, training and
research.

1 Innovation Drive, an Aerospace and Advanced Manufacturing supply chain business park.

1 Lancashire's Enterprise Zone Programme focused on sites at Samlesbury, Warton,
Blackpool Airport and Hillhouse International to build upon existing strengths in high-value
high-skilled Advanced Manufacturing, Aerospace, Energy and Chemical Sectors.

1 BOOSTi L an c a s éstablishéddusiness Growth Hub, which brings together £40m of
business support programmes.

1 Creating Opportunities for Disadvantaged Communities/Groups utilising £33m of EU
funding.

Skills

1 Deliver the National Energy College HQ to provide high quality training provision and skills
support in the Onshore Oil and Gas sectors.

1 £15.6minvestmentin B A E &ational apprentice training centre at the Samlesbury EZ.

f 6Driving the Sy dtlisisg£50mof EGfuraingt h 6

f Delivery of L aSkidlsGapitaliGeodts Deklalloeation to establish centres of

Transport & Infrastructure

excellence for skills and training provision across Lancashire linked to key growth sectors.

il

Improvements to the Blackburn to Bolton Rail Corridor to enhance both rail lines and
train frequency and therefore links to Manchester.

The £125m Heysham to M6 Link Road to improve connectivity between the Port of
Heysham, key development sites and the M6.

Transport improvements in the Burnley-Pendle Growth Corridor to release additional
employment land, and enable faster movement of goods and people.

Deliver second wave commerci al i nGrewsng Placest
Investment Fund.

SQW
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Current contributonand al i gnment to the Nort

Contribution

PP
PP
PP
PP
PP
PP
PP

Alignment
Lancashi :
alignment with Advanced Manufacturing PP
and contribution
to the N
capabilities is
consistent
across all prime
and enabling

capabilities. Digital PP

Energy PP

Health Innovation PP
Logistics P

Financial & Professional Services PP

Higher Education P

Source: SQW
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leeds City Region (LCR)

Story of Place

LCR is a polycentric City Region comprised of the metropolitan districts of West Yorkshire

(Bradford, Calderdale, Kirklees and Leeds), Barnsley in South Yorkshire, the City of York, and

the districts of Craven, Harrogate and Selby in NdrtYorkshire. LCR has a population of just

over three million and has one of the fastest growing working age populations in the UK; it

AAAT 61 6O A1 O AOI 01T A ¢ mkandithELCR&s/ wiolk © E &QestAAT T 1T 1 U
economy i the North, as measured § work-basedemployment and GVA

LCR accounts for
one-fifth of the
Nort hds e
Its Enterprise
Partner sh
ambition is for

the LCR to
become an
economic power-

house. ltaimsto  The strategic goal of the Leeds City Region Enterprisartnership (LCREP) istA AOAT i & OAI1

do this by AATTTTEA bl BADE] BOULBREP intends tgenerate 62,000 extra jobs and

ngmggs'tess additional economic output of £5.2bn Gross lae Added (GVA), enabling the LCR to become

developing its a net contributor to the Exchequer.

peopl eds o e s L mm e s a o v oA s A s A x oA .
usingresources 4 EEO Al AEOETT EO O1 AAOPETTAA AU A& 00 OOOOAOACGE
smartly, af?td Developing a Skilled and Flexible Workforce, Building a Resour@mart City Region, ad

:nmffggtvrggl:; Delivering the Infrastructure Necessary to Enable Economic Growth.

Productivity over time

The Productivity Picture

(@]
o
m
(@}

Productivity in , #2880 AATTTI1U EO 1AOC 46

LCRis well generates c. £60bn GVA a year; it has c. 120,00C 4, 43.0K
below the busi d 1.45m iob

national usinesses and 1.45m jobs. "

comparator, and o

Productivity in the LCR averages c. )k per job

the gap has not 40
closed over the pa; this is a little above the average for the| &
last decade. The North, but below the average achieved by the £ 38
skills and . =
occupation mix, rest of England (excluding London).| g 34
enterprise rates, Furthermore, in line with the North in general, | < o
innovation, and the productivity gap between the LCR and the ©
infrastructure

underpin this rest of England has nb closed over the last S
productivity decade (see opposite). 0
deficit

The causes of the productivity gap include:

——LCR —#—North Rest of Eng (ex Lnd)

1 Lower proportions of high level
occupations and people with higher
level skills and qualifications: in 2014,
30.6% of the LCR workforce had achieved NVQ4+ qualifitans, compared to 34.5%
in the rest of England (excluding London); furthermore, skill shortages are reported
in Manufacturing, Financial & Business Services, and Transport & Logistics.

i A below average business stattip rate, leading to lower business derity although,
after London and Cambridge, Leeds has the highest number of firms which have
achieved 20%+ annual staff or turnover growth in three consecutive years

1 Relatively low levels of buiness innovation and exporting.

i Suboptimal communications infrastructure which does not meet current and,
without significant investment, will not meet future business needsz research
''''' Ei EOAOCEITO ET , #2860

ET AEAAOAO OEAO |
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fewer jobs and £1.5bn of GVA forgone by 2036.
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LCR has identified
six priority sectors:
Advanced
Manufacturing
(including
Innovative
Manufacturing),
Financial &
Professional
Services, Health &
Life Sciences,
Digital & Creative
Industries, Food &
Drink, and Low
Carbon &
Environmental
Industries.
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Sector strengths on which to build

LCR has a diversified economy with significant educational and research assets, e.g. the
""" T £ ,AAAO AT A 91 OEn
through innovation and busiress spinouts as well as educatior the University of Leeds alone
has produced around 100 spirout companies with market capitalisation of c.£500m.
4EA #2880 AAT 111 EA-cedtr® Angife(pEovida btiengtk nd redliEndelin
challengingeconomic times. In terms of future economic growth, partners have identified six
sectors which are currently strong and have growth potential: Advanced Manufacturing,
Financial & Professional Services, Health & Life Sciences, Digital & Creative Industréeg]
Food & Drink?2! For the future, Low Carbon & Environmental Industries have been identified
as offering growth opportunities.

Existing Sector Strengths

LCR has a significant Advanced Manufacturing Sector, which:

1  Supports around 49,500 employees, includes some 1,985 businesses,
and generates GVA of £2.6bn pa. 7 the sector is an important driver of
productivity, with GVA per FTE of £56k pa.

1 Has particular specialisms in: Preparing, spinning, weaving and
finishing textiles (c.4,500 jobs); Bearings, gears, gearing and taps and
valves (c.3,000 jobs): Electric motors, generators & transformers
(c.2,000 jobs); Medical & dental instruments and supplies (c.2,300
jobs); and Metal forming machinery (c.1,300 jobs).

Contains firms including Mitsubishi Power Systems and Fujitsu, turbo
technology companies (e.g. Cummins Turbo Technologies), and
gearing, pumps and valves manufacturers (e.g. David Brown Gear
Systems Ltd); as well as assets such as Science City York, FabLab

Advanced
Manufacturing
(including

Innovative
Manufacturing) ]

Airedal e, the University of Br a
Leeds Universityds National Fac
and York Universityds Robotic La

Outside of London, LCR isone ofthe UK & s ma i snfor Eiamncial rared

Professional Services. The sector:

1  Supports over 250,000 employees, contains over 21,000 businesses,
and generates GVA of approximately £15bn pa., with GVA per FTE
approaching £67k pa.

1 Has particular specialisms in: Other monetary intermediation (c.29,000
jobs), Legal activities (c.15,000 jobs); Head office activities (c.14,000
jobs); and Other activities auxiliary to insurance and pension funding
(c.6,500 jobs).

1 Includes: headquartered mutuals (e.g. Skipton Building Society, Leeds
Building Society and Yorkshire Building Society); over 30 national and
international banks (e.g. First Direct); large insurance providers (e.qg.
Aviva and Hiscox) ; the Bank of B
plus the Credit Management Research Centre and the Institute of
Banking and Investment at Leeds University Business School.

Financial
Professional
Services

LCR has a concentration of knowledge-based innovative Health and Life
Sciences businesses, alongside broader healthcare industries and
recognised strengths in digital health innovation. The sector as a whole:

1  Supports 36,000 employees, and contains ¢.925 businesses.

Health & Life

Sciences

21 The profiles are based on information provided in the study Key Sectors Policy for Leeds City Region, Ekosgen, March

2014.
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1 Has particular specialisms in: the Manufacture of medical and dental
instruments and supplies (c.2,300 jobs) and Other human health
activities (c.19,500 jobs).

1 Includes: Leeds Teaching Hospital NHS Trust, the largest in the UK and
largest teaching hospital in Europe; four of the most important UK
National Health Service bodies; NHS England, the Health & Social Care
Information Centre, the NHS Leadership Academy and Health
Education England; medical equipment manufacturers (e.g. Brandon
Medical, Smith and Nephew, and DePuy International Ltd); leading
pharmaceutical companies (e.g. Thornton & Ross, and Galpharm
(International) Ltd); research-driven analytical service companies (e.g.
Covance, Unilabs, Emis and TPP, with the latter two having played a
maj or role in developing Leedds
model); tissue repair companies (e.g. Tissue Regenix Group plc and
Neotherix); NHS England (which oversees NHS commissioning); the
Medical Technologies Innovation and Knowledge Centre at Leeds
University; plus Medipex Healthcare Innovation Hub and Medilink
connecting the NHS with industry and academia.

Digital and creative industries is a broad sector covering a wide range of
activities, from gaming through to

1 Supports 64,000 employees, contains ¢.8,000 businesses, and
generates GVA c.£3bn pa., with GVA per FTE of c.£65k pa.

1 Has particular specialisms in: Satellite telecommunications activities
(c.600 jobs); Publishing and printing (c.7,500 jobs); and Advertising and
Digital & Creative PR (c.9,000 jobs).
Industries 1 Includesone of t he UKDS& sinterfererckanged (thenodlya
one outside London); world-class games companies (e.g. Team 17 and
Rockstar), communications (e.g. Radio Design and Echostar Europe);
media production (e.g. True North); and software development and
product design companies (e.g. Isotoma); the sector also benefits from
supporting assets, including the Advanced Digital Institute in Saltaire
and the Media Centre a digital cluster in Huddersfield, Leeds Institute
for Data Analytics, Advanced Digital Institute (Leeds University).

The Food and Drink sector in the LCR:

1 Supports 37,000 employees, contains ¢.1,100 businesses, and
generates GVA of c.£1.1bn pa, with GVA per FTE of c.£55k pa.

1 Has particular specialisms in the Manufacture of hollow glass (c.1,700
jobs), Manufacture of cocoa, chocolate and sugar confectionery
(c.2,600 jobs), Manufacture of soft drinks, mineral waters and other
bottled waters (c.1,300 jobs) and Manufacture of beer (c.1,400 jobs),

Food & Drink Processing and production of meat and poultry products (c.4,300 jobs).

1 Includes key assets such as the Food & Environment Research Agency
(with specialisms in Detection & Surveillance Technologies, including
Bioinformatics, and Sustainable Agriculture and Environment), Leeds
Uni versityo6s Scho o lrition,fand Fadmgiconfpanies

including Coca Col a, Nestl e, Har
Tea, Bettyods & Tayl or 6s, Seabro
Spring Water. LCR also hosts t

major retailers - Asda and Morrisons.

Potential Growth Sectors

Low Carbon and Environmental Industries have been identified as a
(Ve ol Potenti al source of economic growt
Environmental research assets. The sector:

Industries 1 Supports 39,300 employees, contains ¢.2,200 businesses, and
generates GVA of c.£5.4bn pa.

SQW e -




The Northern Powerhouse Independent Economic Review
Workstream 2: City Region & Local Area Profiles i Final Report

Has particular specialisms in Energy management and efficiency,
Environmental consultancy, and Water supply/waste water treatment.
Decarbonisation is seen as a growth area, with Leeds city looking to
progress the O6hydrogen economybd
agenda.

benefits from the presence of eight internationally recognised centres
of low carbon expertise: the Centre for Climate Change Economics and
Policy, the Stockholm Environment Institute, Science City York, the
Centre for Low Carbon Futures, the Centre for Integrated Energy
Research, Green Chemistry Centre for Excellence, the Sustainability
Research Institute, and the Centre for Sustainability Accounting.

In addition to these priority sectors, LCR has a significant Visitor & Cultural Economy, which

generates GVA of c. £2bn a year through significant levels of business and leisure tourism

based on major assets (e.g. Yorkshire Sculpture Park, Hepwotttiakefield, Saltaire World

Heritage Site, Leeds First Direct Arena, National Media Museum in Bradford, National Railway

- OOAOI h 971 OE8O EEOOI OEA AAT OOAn 1 AET O AT 1T EAOAT A
Yorkshire Dales National Park); a major Transort & Logistics sector with concentrations of

activity in Wakefield, York and Selby; and a significant Construction sector with
concentrations of activity in Barnsley, Selby, Wakefield, Kirklees and Craven.

€ and | inkages @ubeysxdd t he North
LCR is relatively Like many other LEP areas in the North, the LCR is a relatively setfntained economyz 92%
selt-contained | I £ ET A0 ET OEA ,#2 AOA OAEAT AU , #2 OAOEAAT OO8
92% of its jobs are . . . . . .
filled by its Sheffield City Regia (SCR). Commuting data show that the LCR is also important to the

resi dent s economies of North Yorkshire and Hull & the Humber; while research indicates that commuter

main commuting — g4s petween Leeds and Manchester are 40% lower than might be expected, given their
relationship is with

the Sheffield City ~ Proximity to each other and the structure of their economies; due in part to poor transport

Region. Commuter |inks.

flows between the

LCR and the Located between ports in Liverpool and Hull & Humber City Regions, LCR has important
ManchesterCity o AECEO 1 ET EON OEA -@cT-p Al OOEAI O Htbnhubd EAEEAT A
Region are around ) .

40% lower than and is home to Argos, DHL, and Royal Mail.

might be expected, ) . )
in significant part Key relationships with other local areas across the North

due to poor 38,000 residents commute
transport links. from LCR o a workplace
in North Yorkshire
Commuterflows between (including the districts that
LCR and MCR are 40% are part ofthe LCR), and
below what might be 26,000 travel to the LCR
expected due to a (excluding the North
number of factors North Yorkshire districts in the
including journey times, Yorkshire LCR)
cost of travel, frequency
and reliability of service
ele Leeds City
Region LCR s also important to

the economy of Hull & the
Humberwith 7000 LCR

Hull & residents commuting into
Humber City the Hull & Humber
Region economy and 15,000 of its
residents commuting into
the LCR.

Sheffield City

N LCR’s main commuting
Region

relationship is with the
Sheffield City Region
(including Barnsley):

32 000 people commute
into the L CR and 28,000
travel from the LCR to the
SCR

Source: SQW
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provides important business connectivity with Heathrow and Amsterdam (Schiphol), and

improved road and rail transport links to LBA are required if its economic potatial is to be

realised. However, Manchester Airport is the only airport in the North with an extensive

network of inter-continental scheduled servicesgood rail access to Manchester Airport is

therefore vital for LC, andimproved frequency and reliability of train services are required if

OEA ,#2 EO O1 1 AEA OEA 1 1. 10istosextndn dkdet’ls€rdcdO | EODI
for Bradford are being delivered as parof the new Northernrail franchise announced in

December 2015

In the long term,HS2 should boost the LCR economy; however, the polycentric nature of West

91T OEOEEOAS8O AAITTTiIiU 1 AATO OEAO AiT1TAAOEOEOU A/
employment clusters, such as the Aire Valley Enterprise Zone, will have to be improved if the

LCR § to realise the full economic potential of HS2. In the short term, deficiencies in local

transport (e.g. Leeds is the largest city in Europe without a rapid transit network) have to be

addressed if economic growth is not to be constrained.

The LCR Strate§ A %A 1
T AGET T Al AT A E
for the LCR.
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Critical Investments

Partners in LCR have a range of investments, including projects funded through the Growth
Deal with Government, which they are pursuing under four ovearching priorities: Priority 1:
Supporting growing businessewvith proposed investment of almost £810m; Priority 2:
Developing a skilled and flexible workforaegith proposed investments over £1bn;Priority 3:
Building a resourcesmart city regionwith over £100m of proposed investments; andPriority

4: Delivering the infrastructure for growthwith almost £3.2bn to be invested by 202021 (and
almost £3.8bn by 2026). An overview of the key committed critical investments in current
plansis set out below.

Critical investments

Knowledge & Innovation

1 Innovation Capital Investmentt o support the devel opment
including BioVale (York), Innovation Health Hub (Leeds), University Enterprise & Innovation
Centres, e.g. the Bradford University-BT Health Zone, plus initiatives on Big Open Data,
Regenerative Medicine, Bioinformatics and Cancer Therapeutics in Leeds.

1 BioVale, an innovation cluster for biotechnology firms, providing flexible laboratory and
pilot-scale business incubation space, a Bio-renewables Development Centre i Industrial
Scale-up Facility, and a Bioeconomy Support Centre.

Transport & Infrastructure

1  West Yorkshire Plus Transport Fund, with a planned £830m invested by 2021 and
£1.4bn invested in 32 transport schemes by 2026

1 Accelerating Housing Growth, Development and Connectivity targeting investment in
infrastructure (including green infrastructure), transport and digital connectivity in four
Strategic Housing Growth Areas (in Bradford, Leeds, Wakefield and York), Aire Valley-
Leeds Enterprise Zone, and other Strategic Employment and Mixed Use Sites and growth
areas.

1 Asset Re-use and Affordable Housing to tackle the inefficient use of existing housing and
other buildings and the undersupply of affordable homes (in Leeds, Barnsley, Bradford,
Halifax, York and Craven).

1 Department for Transport Major Schemes Legacy Schemes, i.e. those existing major
schemes that require spending after April 2015, e.g. New Generation Transport for Leeds,
Leeds Inner Ring Road, and a Rail Growth Package (for station developments).

1 Green Deal and domestic retrofitting.
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Enterprise & Business

1 Leeds City Region Business Growth Hub to provide business support services to assist
business start-ups, business growth, innovation, manufacturing, export activity, and
leadership development.

9 Visitor Economy & Culture to enhancethe LCR6s touri sm and cul t
and promote its tourism offer, in order to achieve maximum economic benefit.

1 Energy Hub a specialist vehicle responsible for the development of new energy
infrastructure (including energy efficiency, energy generation, supply chain and distribution
and storage) across the LCR.

1 Resource-smart operations programme providing tailored business support to SMEs
looking to reduce their resource costs and increase productivity.

Skills

1 Skills Capital Investment Programme, including investment in facilities to address skills
shortages in the LCR&6s growth sectors and
Facilities in Further Education.

1 A Skills Fund and Skills Hub to take forward the priorities and actions of the Leeds City
Region Skills Plan; addressing skills shortages in priority sectors and facilitating links
between business, schools, colleges and universities.

1 Promoting Enterprise & Innovation in Young People via joint work between businesses
and schools.

1 Extending Apprenticeship Hub Plus to help create a NEET-free City Region with better
advice and support to SMEs.

1 Local flexibility for reducing unemployment and creating better jobs to reduce benefit-
dependency, particularly targeted at interventions to support those aged 18-24.

Current alignment and contributiont o t he Nort hds cap

Contribution

PPP
PPP
PPP
PPP
PPP
PPP
PPP

Alignment

gszt;%rt‘f\fg};tfosa” Advanced Manufacturing P
of t he N«
capabilities, with
local alignment Energy PP
particularly strong
in financial and

professional ..
services. Digital PP

Health Innovation PP
Logistics PP

Financial & Professional Services PPP

Higher Education P

Source: SQW
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Li ver pool City Region (L

LPCR is a major
economy with a
population of
more than 1.5m.
Its economy
generates an
annual GVA of

about £29 billion.

The City Region
combines a rich
industrial and
trading heritage
alongside a
significant
concentration of
nationally
significant
innovation and
knowledge
assets.

Productivity per
job at almost
£45k is higher in
the LPCR than
in competitor
areas elsewhere
in the North and
the rest of
England
(excluding
London).

Story of Place

The Liverpool City Region(LPCR)as defined for this Review covers theix Local Authority
Districts of Liverpool, Halton, Knowsley, Sefton, St. Helens, and Wirral. The wider fulctal
economic areanot covered in this profile) expands into parts of West.ancashire, Warrington,
Cheshire West & Chester, and North East Wales. LPCR is a coastal city region, geographically
dominated by the River Mersey, which provides access to the i Sea and Atlantic Ocean.
More than 1.5m people live within the core LPCR

Historically, the growth and development of the City Region was shaped by the Port of

Liverpool, however,as trade routes and business models chandethe economic fortunes of

the City Region sufferedover the second half of the 20th Century. ThePCR economy has
strengthened considerably since 2000, benefiting from major investment by its four

universities (with around 50,000 students), local science p&s and expanding business &se,

as well as arenewed emphasis strategically on exploiting the economic opportunities

associated with the River Mersey and global trading opportunities through the Port.

,0#280 ' Ol xOE $AAI OAOO -BHICEEGHI TAT,ABDIEOIOA 1A CAAG AM
AEOUB8h AOEI AET C 11 &£ OO0 OPAAEELZEA DOEIT OEOU AOAAQ
are to create afreight and logistics hub which will put the City Region in the best place to

respond to changes in the UK andider global logistics market; the revival ofLiverpool City

Centre as a successful businesscienceand leisure destination; driving the transfer of the City

2ACEIT 180 Al Alongdarbod Gedbrénevabeisources; andskills and business

support to enable economicgrowth. More specifically, LPCR has identified three growth

objectives: an uplift in GVA and jobs; drive further productivity gains; and to deliver a

rebalanced economy, with a reduced emphasis on public sector employment.

The Productivity Picture

Productivity over time
The core LPCR economy generated £28.8bn of

GVA in 2013 which represented growthof 1.3% 8
pa. between 2000 and 2013. By comparison, the 46 1.8
rest of England(excluding London, increased 44
its total GVA figure by 1.7%pa. over the same 42 43.4K
period. =
Y 40
Productivity defined in terms of GVA per job for ? 38
the LPCR, at£44.8k is higher than all other | &
local areas in the Nath, and higher thanthe rest % %
of England(excluding London). 34
This is in part, likely to be explained by the %
30—

presence of some very high value added sectors
within  the local economy such as
Pharmaceuticals, Automotive, Water and Air| —e—LivCR —=—North Rest of Eng (ex Lnd)
Transport, IT Services, Other Professional
Services, Wood and Paper, Printing and
Recording, Coke and Petroleum, and Chemicals.

' OAATT A EIi DIl OOAT O ZAAOT O O1 AAOPETITET ¢ OEA #EOU
the relatively small number of jobs in the City Region (643k in 2013) when set against the total
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GVA output (and indeed the size of its working age population at 969k).  The impressive
productivity figures mask a sizeable GVA output per capita deficit, which LPCR pagts are
seeking to address through the Growth Deal and SEP package of interventions.

Sectorst rengt hs on which to buil dé
LPCR is The LPCR Innovation Pla defines four priority areas where, by heritage, scope, scale, and/or
focusing on AgAAT T AT AAR ,0#2860 OAAOT OA1 T Amkdad nixf sddore/£EA OAT OE
;Or:;zpoefcg'rﬁ art scientific research capabilities and disruptive technologiesare Health and Life Sciences;
Specialisation: Advanced Manufacturing; Supegsort Liverpool and Low Carbon(known as the Blue/Green in
Health and Life LPCR) and Digital and Creative? Other important sectoral strengths inLPCRare Financial
Sciences; . . . .
Advanced and Professional Services (especially Wealth Management and Insurance), Retail and
Manufacturing; Wholesale, Construction, Education and Public Administration and the Visitor Economy.
the Blue/Green o ] . ) )
economy The Visitor Economy (both business and leisure travellers) in particularhas played an
(LSUPEVP%” a'?d important role in supporting private sector job creation (accounting for almost 50,000 jobs in
aﬁgoigﬂa?rg’ total) and attracting substantial capital investment into the LPCR e.g. the new Exhibition
Creative. Centre Liverpool, which opened in September 2015. Livpool is the sixth most visited city in

the UK by people from overseas, representing a destination of national importance, and
Liverpool John Lennon Airport is one of the fastest growing airports in the UK.

The Health and Pharmaceutical sectors in the LPCR generated £2.9bn of
GVA in 2014, employing some 70,000 people.

Key sub-sectors and areas of specialisms include: Infectious Disease,
Stratified Medicine, E-health & Assisted Living, Biologics Manufacturing,
Paediatrics, Pancreatic Disease, Cancer (Pancreatic, Lung, Ovarian, and
Head & Neck), Clinical Pharmacology, and Nutraceuticals.

The LPCR benefits from strong research capabilities (four universities,
including the rapidly expanding Liverpool School of Tropical Medicine) and
complementary assets such as: the Pancreas Biomedical Research Unit;
two NIHR Health Protection Research Units - gastrointestinal research
Health and Life and emerging and zoonotic diseases; nationally significant NHS assets
Sciences (including Alder Hey,one of HEwragmeesds chi |l dheend
presence of major health charities; a growing number of life science firms
including one of -nAwnufaduirg dlissters; and g lecalt
patient population that suffers from poor health outcomes, making it of
interest to firms running clinical trials. It is also home to the Medicines for
Chil dren Research Network hub for
centres for Drug Safety Science, with interest in drug bio-analysis, cell
systems, genetic screening capabilities (through the Wolfson Centre) and
immunoassay development.

The area is home to some major corporates in the health and life sciences
sector including Eli Lilly/Elanco, Actavis, AstraZeneca and Novartis
(recently acquired by CSL).

Advanced Manufacturing is one of the key growth sectors identified by the
LPCR LEP, employing just under 50,000 people and contributing £3.2bn
to the local economy.

Key sub-sectors and areas of specialisms include: Biologics Manufacturing
Advanced (primarily vaccines); Automotive; Chemicals; Glass; Food & Drink; and Ship
Manufacturing Building. Research conducted by the
identified six short-term growth opportunities around Advanced
Manufacturing for the LPCR: light-weighting; smart, non-invasive
monitoring; process scale-up solutions centre; sustainable energy
solutions; shale gas exploration platform; and marine ballast water
treatment.

22 The Innovation Plan document is available heréttps://www.liverpoollep.org/wp -content/uploads/2015/06/wpid _-lcr-
innovation-plan-draft2014.pdf
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1 LPCR is home to more than 3,000 manufacturing companies including
Jaguar Land Rover, Johnson Controls, ABB, NGF Europe Ltd, United
Automation, Getrag Ford, Sigmatex, Unilever, United Biscuits and Cammell
Laird. Firms in the sector in LPCR also benefit from proximity to assets in
C&W (automotive with GM and Bentley, Pharma manufacturing at
Hurdsfield), North Wales (huclear at Anglesey, automotive with Toyota at
Deeside and aerospace, through Airbus at Broughton), Lancashire
(automotive with Leyland Trucks etc. and aerospace at BAE systems) and
Greater Manchester (advanced materials research).

1 L P C Rrésearch expertise in Materials Chemistry, notably at the University
of Liverpool is highly complementary to the local advanced manufacturing
clusters with existing assets (e.g. Unileverd sloint Centre for Material
Discovery with the University of Liverpool and its Throughput Formulation
Centre at Liverpool Science Park), and a number of major developments
underway in the area (see the Critical Investments section). Partners have
committed to explore options for developing a Manufacturing Technology
Centre North to be based in Liverpool, and LPCR is seeking to create a hew
OLCR 4. 0 | ntdasssssSMEsucirttegrateldT, digital engineering,
advanced testing and validation capabilities.

Superport Liverpool

1  The Superport concept is seeking to exploit the global connectivity offered
by the Atlantic-facing Port of Liverpool, and encompassing other logistics
sites across the North.

1  Superport aims to deliver faster, greener, and more cost effective global
market access for businesses to and from the northern UK and Ireland via
an enlarged post-Panamax container port.

1 Superport is not a sector and it is challenging to quantify. However, the
maritime and logistics sector in the LPCR directly supports around 34,000
jobs and generates £1.4bn per annum.

Low Carbon

1  The Low Carbon sector currently contributes over £2bn per annum to the
LPCR economy, employing over 22,000 people in 1,400 companies.

Spperport 1  The sector includes major port operators such as Peel Ports and Associated
Liverpool and British Ports, some of the worl do
Low Carbon ACL and CMA CGM and freight/logistics firms e.g. Bibby and Stobart
Groups.

1 LPCR has been designated as a Centre for Offshore Renewable
Engineering (CORE) by the UK Government in recognition of its existing
strengths (including research capabilities with specialist facilities such as
the Stephenson Institute for Renewable Energy, and the National
Oceanography Centre at the University of Liverpool) and its future growth
potential.

1 Other emerging areas include the devel opment of t
Hydrogen economy i scaling-up the early stage H2-cluster at Runcorn,
creation of a Liverpool Advanced Grid-Scale Electrochemical Energy
Storage R&D facility and development of the LPCR Marine & Maritime
Knowledge Hub. The sector benefits from links to key energy clusters at
Capenhurst and Warrington (nuclear), Lancashire (fracking) and the
emerging energy focused developments at Thornton.

The Digital and Creative sector in the LPCR generated GVA of £878m in
2013, with 19,000 jobs in the sector (excluding the freelance economy), with
Tech City mapping work?? indicating that the cluster in Liverpool accounts
Digital and for around half of these jobs. Looking forward to 2030, the sector is
Creative projected to more than double in size in GVA terms, reaching £1.68bn.

Strengths include: Games development and publishing; Software
development; Advertising and marketing; Multi-platform content providers.
There are also growing clusters focused on the Internet of Things (links to

2 TechNationz Powering the Digital Economy (2015) report available athttp://www.techcityuk.com/wp -
content/uploads/2015/02/Tech%20Nation%202015.pdf

SQW e -



http://www.techcityuk.com/wp-content/uploads/2015/02/Tech%20Nation%202015.pdf
http://www.techcityuk.com/wp-content/uploads/2015/02/Tech%20Nation%202015.pdf

There are
significant
commuter flows
between the
LPCR and C&W,
North Wales,
Lancashire and
GM. There are
also large freight
movements.
Capacity
constraints, long
journey times and
journey quality
issues on the
strategic road and
rail networks act
as key barriers to
growth.
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LCR 4.0 in Advanced Manufacturing) and HealthTech/Assisted Living, as
well as a strong ecosystem of mobile app development and creative
agencies.

LPCR6s main research capabilities
simulation, data processing, visualisation and sensors.

Key assets include the Hartree Centre in high performance computing (a
nationally significant joint investment with IBM), and the Virtual Engineering
Centre providing a strong connection between the Hartree Centre and the
University of Liverpool. Spatially, the Baltic Triangle and Ropewalks areas
of central Liverpool have acted as key hubs for the sector, with Elevator
Studios (c9k sg.m) and Baltic Creative (c4,500 sg.m) providing commercial
space for early stage firms ; Liverpool DOES provides a co-working space,
workshop and events hub for digital entrepreneurs and makers. Over recent
years, a number of digital companies have formed within the Baltic Triangle
area including Red Ninja, Umbrella studio, Starship and games company
Firesprite.

Potential growth sectors

Further to the priority sector areas identified above, the Liverpoolinnovation Plan reports
that the forward signs (2013-2030) for the LPCR are positive across other parts of the
economy.The Service Sector economy looks like it will continue to grow, and importantly for
innovation, Professional, Scientific and Technicalcéivities are expected tosee the highest
growth in both GVA andemployment. Other growth sectors identified in the Innovation Plan
include Information and Communication andReal Estate services.

é and t he

| i nkages (@ubeymd

Within the North, the LPCR has important and substantial economic linkagethrough
commuting to Greater Manchester and Cheshire and Warrington, and Lancashirémast 40k
people who live within LPCRcommute daily to Cheshire and Warrington for work, around 22k
commute to Greater Manchester and 16k to Lancashire. Similarly, these daily flows are bi
directional, with almost 30k residents from Cheshire and Warringta, 20k from Greater
Manchester and 15k from Lancashire commuting into the core LPCR for work daili{fhere are
also important commuting link with North Wales.

Wider economic linkages includesubstantial freight movements between LPCR and the rest
of the North, with the Manchester Ship Canal plégg an important enabling role: it currently
accounts for around eight million tonnes of cargo a year anitls owners Peel is planning to
increase the volume of freight transported on the canal from 3,000 containets 100,000 by
2030.

Freight links to other areas of theNorth via the national motorway and rail networks are also
significant e.g. trains take around three million tonnes of wood pellets per year from the Port
of Liverpool biomass terminal to Selby foruse at the Drax power station. Through the
Liverpool Supemport programme of investments (within the core LPCR, but also across
Cheshire & Warrington and Greater Manchester) the ambition is to strengthen these links
considerably over the coming yearsWork is also underway to explore the potential of
developing stronger links between the Port of Liverpool and the Humber Ports.

Liverpool John Lennon Airport, the Liverpool cruise liner terminal and various passenger ferry
terminals also generate significanflows into the City Region andLiverpool is one of the main
UK ports for access to Ireland

e -
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Key relationships with other local areas across the North

The LPCR has strong links
across the Atlantic Gateway
and Mersey Dee Alliance
geographies.

Lancashire
LEP area

There are significant
commuter flows between the
LPCR and Greater
Manchester (c41k movements
perday). Theserelate to a
broad mix of sectors, although
potential synergies specific to
MediaCity have been

identified. The Manchester

Greater Ship Canal connects LPCR to
Manchester Greater Manchester (e.g.
LEP area through Port Salford) and

forms a central component of

Live rpo 01 the SuperPort concept.

Clty reglon Through its role as a major
LEP area international sea port with
post-Panamax capabilities, the
LPCR has the potential to
become the UK’s central
gateway for international
tracle. The LPCR also has
significant links with the
midlands through its
Automotive and Retail sectors.
The City Region’s HE, wider
innovation and Visitor
Economy offers, alsoreach
across to the rest of the north
and the midlands.

Wider north
& midlands

North East
Wales

Cheshire &
Warrington
LEP area

Historically, LPCR has had
strong economic and cultural
links to North Wales. Over
recent years,
complementarities with the
Deeside Hub and wider growth
opportunities around nuclear
and offshore renewables have
been recognised.

Economic linkages between the LPCR and Cheshire &
Warrington are very strong (c67k movements per day).
Strong sectoral links are evident in Automotive, Chemicals
and Life Sciences. Scope for energy related links with the
developing capabilities at Thornton Science Park. SuperPort
is driving increased container traffic on the Manchester Ship
Canal, with benefits for Port Cheshire, Port Ince and Port
Warrington.

Source: SQW

Strategic rail links between Liverpool and the other Core Cities across thHorth remain
problematic in terms of capacity constraints, journey times and journey qualityFurthermore,

a key strategic priority for the LPCR is to have a direct link to the HS2 networKhis would
enable better north/south connectivity and free-up much neede capacity on the West Coast
Main Line north of Crewe for growing freight demandsSeveralrail investment schemes$4 are
being planned by the LPCR including mprovements to capacity and redevelopment of
Liverpool Lime Street station enhanced rail connectvity to Liverpool bhn Lennon Airport, as
well asimproved road access to strategic employment sites, with a specific priority being the
Port of Liverpool.

Critical investments

LPCR partners
have identified a
programme of
critically important

In response to the GVA output, jobs, business density and high level skills challenges, and the
emerging strategically significant growth opportunities identified through the smart
specialisation agenda, LPCR partners have identified a programme of crifigaimportant

;g‘(’:iztergeg‘;s investments. An overview of the key investments presented in current investment plans is set
transformational out below.

knowledge & o

innovation, Critical investments

transport & .

infrastructure, Knowledge & Innovation

enterprise & 1 Materials Innovation Factory, an open innovation collaboration between Unilever and the

Uni versity of Liverpool wi t hG8minvedinent)ddacusedodrs
computer-aided materials science and discovery including a research hotel and lab space
for SMEs.

1 Unilever Advanced Manufacturing Centre with pilot plant capabilities (E24m investment).

business, and
skills agendas.

24 As set out in the Liverpool City Region Long Term Rail Strategy (Summer 2014)
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il

Transport & Infrastructure

Liverpool Health Campus including the Royal Liverpool hospital (E335m), specialist
Clatterbridge Cancer hospital (£118m), 70kft? Life Sciences accelerator (Phase 1 of a larger
development) and expansion of the Liverpool School of Tropical Medicine.

c.£113m government investment to establish The Hartree Centre at Sci Tech Daresbury as
theUKds Centre of Excellence i n Qaoggsidet i ve S
intellectual property from IBM valued at £200m)

Delivery of the long-term master plan at Sci Tech Daresbury (>£100m).

£15m investment for the Liverpool Maritime Knowledge Hub at Wirral Waters comprising:
Offshore Survival Training Centre; Maritime Industries Centre with incubation facilities and
support; a new branch of the existing Manufacturing Technology Centre (MTC)
Catapult with a specific maritime focus.

Sensor City tech incubator (£15m) to drive innovation/commercialisation of sensor
systems technologies.

il

Enterprise & Business

Superport Liverpool programme of investments including the £340m Liverpool2 new
deep water terminal and associated freight/logistics facilities.

£450m Mersey Gateway bridge across the River Mersey, which is scheduled to open in
2017.

The Northern Hub will help to improve rail connectivity with Manchester and help to
address some of the capacity constraints experienced in the LPCR.

Package of strategic transport investments (£43m) e.g. Knowsley Industrial Park

Connectivity Improvements, A5300 Knowsley Expressway, Newton-le-Willows Interchange,
Halton Curve rail link with North Wales and M58 Junction Improvements.

Parkside Strategic Rail Freight Interchange scheme in St Helens, projected to create
€.8,000 jobs.

3MG Mersey Multi-Modal Gateway development in Halton.

Merseyside Connected programme, which seeks to support the roll-out of superfast
broadband services across the Merseyside sub-region.

1  Further investment in the Liverpool City Enterprise Zone, including expansion of the
Commercial Quarter to deliver additional Grade A commercial office space.

1 International Festival for Business 2016 and associated programme of events.

1 Mersey Waters transformational dock-side regeneration schemes (£10bn over 30
years).

1 Capital Investment Fund (£15.6m)

1 Business Growth Support programme (£15.6m)

Skills

1 £41.1m package of improvements for six FE colleges to ensure that young people are
properly trained for the jobs of tomorrow.

1 £1.55m Liverpool Skills for Growth to support employers who are willing to invest in
training to source high quality training provision.

1  Asuite of Skills for Growth Agreements ( covering all of the LH

enable businesses, and employment/skills providers to better match supply and demand for
skills.

SQW
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Current alignment and contributiont o t he Nort hdés <cap

Alignment | Contribution
LPCRDO® | H i
LhCRos Al Advanced Manufacturing PP | PP
the Nortt |
bilities i !
in Digital and '
Health Innovation '
(both prime) and - |
Logistios and Digital PPP PPP
Financial and '
Professional |
s:e?veicszlso(nbith Health Innovation PPP ' PP
enabling) \
Financial & Professional Services PPP  PPP
Higher Education PP | PP

Source: SQW
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The NE is a large
and diverse city
region, containing
a major core city,
and a network of
large towns,
coastal and rural
communities. The
headline
economic priority
is to generate
more, and better,
jobs in the City
Region, and so
address the on-
going legacy of
industrial change.

Productivity in
the NE improved
strongly in the
last decade, but
remains well
below
comparators. A
range of factors
are responsible
for sub-optimal
productivity
performance,
with skills, the
scale and nature
of the private
sector, and
innovation/enter-
prise deficits all
evident.
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East ( NE)

Story of place

The NE is a large and diverse area, comprising Newcastle, County Durham, Gateshead, North
Tyneside, Northumberland, South Tyneside and Sundand.
Newcastle City and the urban areas of Sunderland and Durham are

approaching 2 million.

It has a total population of

key business and employment locations, and are complemented by a strong network of
settlements along strategic transport corridors,and in rural and coastal locations.

The economy of the NE has made progress in its transition from an earlier focus on Extractive
Industries and Manufacturing. Whilst it still faces significant economic and employment
challenges(with employment levels well below the national averagé and needs to continue
to restructure, it has seen the development of new economic strengths igital and Advanced

Manufacturing sectors,

and has strong manufacturing and

innovation assets

in

Pharmaceuticalsand Automotive industries. It has also built a strong cultural reputation, with
complementary rural and coastal assets. It includes a strong higher education offer, with two
researchled universities and two strong teaching institutions.

In this context, the overall strategic objectiveg AO OA O

I 0060 ET OEA

AOAAGO

Plan z is to create more and better jobs , with a vision to have over 1 million people in
employment in the area economy by 2024, an increase on the present nuarlof around 100k,
with a focus on increasing productivity and exports through a focus on innovationithin this
context, thekey priorities identified in the SEP arelnnovation; Business Support andAccess
to Finance; SkillsEconomic Assets andnfrastructure; Employability and Inclusion; and

Transport and Connectivity.

The Productivity Picture

The NE economy generated annual GVA of over Productivity over time

£30bn in 2013, and supports approximately
850k jobs. Hbwever, the NE continues to face
ongoing issues associated with its legacy of
industrial change.

Indeed, while productivity growth in the NE has
been strong over the past decade (as opposite,
GVA per job increased from 85% of the rest of
England minus Lonan in 2000, to 90% by 2013,
helped by an improving the skill base, the
development of innovation assetsand improved
transport connectivity), a significant
productivity gap remains.

Detailed analysis of the causes of the
productivity gap has been undertalen in the

GVA per job (Ek)
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recent NE Independent Economic Review. The

review found that there are areas where companies and sectors are competitive nationally
and internationally. However, issues underlying the productivity deficit included:

1 Low skills, despite progress,recent data on qualifications (as a proxy for skills)
showing that just 28.5% of theworking age population had NVQ 4+ qualifications,
compared to 34.5% in the rest of England minus London.

SQW
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Key sector
strengths, and
opportunities for
Smart
Specialisation,
have been
identified by
local partners.
Building on the
areads i
legacy, and
leveraging its
knowledge and
research base.
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i The nature and type of work mainly on offer including a highproportion of lower
value added, Service Functions, and too few jobs in key parts of the Service Sector
economy, notably Business and Financial Services.

1 A small (in relative terms) private sector economy with low business and job
densities in the privatesector. Analysis indicates that relative to its peer group, and

allowing for its size, the number of private sector jobs in the economis around
70k/80k lower than it should be.

1 Low enterprise rates, in part owing to the low levels of investment capitain the NE

which is key to enabling business starup and growth.

i Low innovation intensity across the business basedespite major research strengths

including four universities, NET Park, and the National Renewable Energy Centre

Sector

4 EA

%3O AATTiiU

strengt hs

on which to

bui

E A Gracierdsddi by 1@aduiaktiriOg-and dssotidied A E

Heavy Industries (including Mining). However, recent years have seen major changes in the

industrial structure, and while traditional Manufacturing strengths remain, notably in
Automotive and Pharmaceuticals, n& Manufacturing and Service Sector strengths have

emerged, drawing particularly on the knowledge, and research base across the City Region
including in Digital Technologies

The key existing sector strengths, and potential growth sectors, are summarisbdlow. These

four areas have been identified by local partners as potential foci for Smart Specialisation,
based on their status as industryled clusters with innovation and growth characteristics.

Existing sector strengths

Passenger

Vehicle
Manufacturing

SQW

Passenger Vehicle Manufacturing (PVM) is an area where the NE has a
demonstrable competitive advantage and substantial business base. The
sector:

|l

Supports over 12k jobs in Motor vehicle manufacturing alone,
anchored principally by Japanese inward investment and its supply
chain. For example, Nissandg Su
around 6.5k people (making it the largest UK car plant and a major
exporter), with a similar number employed in the supply chain.

I ncludes <c¢ommer c i Rdductiry, with Catenpdlar &hd h
Komatsu present in the area; and niche low carbon vehicles, with the
area home to Nissands European C(C
manufacture and Leaf Electric Ve
Electric Vehicles (a manufacturer of electric commercial vehicles), and
Sevcon (a global manufacturer of electric vehicle motor controllers
headquartered in Team Valley). These primes are supported by a
developing cluster of high-growth SMEs working in Low Carbon

vehicle technologies.

Il's diversifying, with Hitachi s
700 workers assembling high-speed Intercity trains, with its supply-
chain including Glass, Security and Safety Systems, and On-Board
Servers.

Includes innovation and research assets, including the Institute of
Automotive and Manufacturing Advanced Practice (AMAP) at the
University of Sunderland, and the future technology centre (also in
Sunderland) focused on innovation in the Low Carbon vehicle sector.
The Low Carbon Vehicle Zone at Sunderland is part of the NE
Enterprise Zone, adjacent to the Nissan Motor manufacturing plant.

e -
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Life Sciences
and Healthcare

Subsea &
Offshore
Technology
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The strength of the sector in the NE lies in its diversity of its business base
across the innovation and supply chain. It includes:

il

An estimated 260 Life Science and Healthcare companies, employs
over 38k people, and generates a combined turnover of £10.5bn to
the regional economy.

A significant Pharmaceuticals component, focused principally on
formulation, manufacturing, packaging and distribution activities.
Leading global firms located in the area including GSK, MSD; Piramal
Pharma Solutions; and Aesica Pharmaceuticals.

A broader base of small innovative firms engaged in
Biopharmaceuticals, Custom Syntheses and supply firms in Medical
Technology, Bioprocessing, Drug Discovery, and Medical Devices.

A strong research and clinical base with an international reputation for
ageing-science. Assets include Newcastle University, with the Faculty
of Medical Sciences ranked 8th in England and the university home to
the National Centre for Ageing Science and Innovation (NASI), and
Durham Universityds Biophysical
Research Institute for Health and Wellbeing (located in Stockton-on-
Tees in the Tees Valley). Newcastle is also home to the International
Centre for Life science 6village

The NE has a substantial business base (second to Aberdeen in the UK)
in the area of Subsea and Offshore technologies. The sector:

1
1

Includes around 50 companies in the NE and wider area (including
Tees Valley), with over 15k employees and total turnover of £1.5bn.
Involves businesses in products and components to operate subsea
and offshore; vehicles and machinery using subsea; equipment for
vessels used to install products and deploy and recover
vehicles/machinery; subsea and offshore installation, inspection,
maintenance, and decommissioning activities; and engineering design
and business services.

Will be developed further through the Neptune National Centre for
Sub-Sea and Offshore Engineering, led by Newcastle University and
located at the Neptune Energy Park. The site is already home to a
cluster of established manufacturing firms such as GE Oil and Gas,
Fraser Hydraulic Power and Bridon International. The NE also hosts
the National Renewable Energy Centre in Blyth, part of the Offshore
Renewable Energy Catapult, and NE Enterprise Zone locations at the
North Bank of the Tyne and the Port of Blyth.

Potential growth sectors

Digital and

Creative
Industries

SQW

Digital and Creative industries have been identified as an area of major
opportunity for the NE, combining creative talent with enabling digital
technology, and spanning both large established firms and innovative new
start-ups. The sector:

il

Includes the global HQ of FTSE100 software company Sage plc, the
European base of 5th Generation Technologies, and technical/ICT
support functions for firms including Procter & Gamble, Hewlett
Packard, and BT.

Has emerged as one of the leading centres for digital games
development and start-ups, with firms including Eutechnyx, Ubisoft,
and CCP Games.

Draws heavily on the research base in the NE e.g. Newcastle
Universitybés research excellence
Sunderland Universityroleas t he UK6s | argest
Benefits from a well-developed support and innovation infrastructure,
including Sunderland Software City (which provides a variety of
services aimed at developing and growing the Software Industry and
part of the Digital Catapult), Culture Lab (a focal point for research in
Digital, Creative and Film practice at Newcastle University), Northern
Film and Media, Campus North (a digital technologies accelerator with
a 15kft? facility and home to over 100 technology start-ups), and the

Northern Design Centre.
ce -
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1 Has expertise in satellite technologies, forming part of the national
Satellite Applications Catapult through the North East Satellite
Applications Centre of Excellence.

Four further points are noted. First, the Rural Economy, focused around the greater part of
County Durham and Northumberland with a rural hinterland in parts of Tyne and Wear, makes
a significant contribution to the NE in terms of businesses employment and GVASecond,
cutting across sectors, a distinctive feature of the NE is the number and proportion of foreign
owned companies, with significant levels of inward investment over the previous decade.
Nissan is the most prominent case, but for example, a furthd0 Japanese companies have
operations in the NE. Third, the NE has a substantial Higher Education sector, with four
universities, including two research intensive Russell Group universities (one of only two
areas in the North with two such assets, thetber being Leeds City Region)Fourth, the region
has a significantProfessional Servicessector - including Virgin Money and Tesco Bank and a
growing reputation for back-office functions across a range of professional services

€ and | inkages @ubeysxdd t he North
Th NE O
conn?activity iso ° .I.n termsAofcommuting,the"l\lFTifalargAely s<—:-ﬂlf:‘ontaine’d ‘econ'orrly: 930{0 o"femE)qued’residepts" o ]
determinedbyits 1T £ OEA . % x1 OE ET OEA AOAAR AT A OEAOA 11 AAl Al

Sv?t?ltiﬁrlr:ict)ggﬂon' workers; both metrics are the highest of all of the regions in the North, and onlumbria has

linkages to other ~ ahigher level ofresidents working within its local area.The NE is a large regiorand there are

areas of the also major commuting flows within the region, particularly between the major urban centres
North, with the

3XT|epti°E of Tees  grong linkages are evident with Tees Valley to the south, with 23the NE residents working
alley where

there are strong in that area, and 17k residents of Tees Valley travelling in the reverse direction. These
economic, and commuting linkages are accompanied by important shared sectoral ties between the two
cultural ties. areas, notably in the Chemicals, Advanced Manufactng, and Digital Industries. Further,

i ATUu T &2/ OEA ET11OAQGEIT AT A ETTxI AACA AOOGAOO EI

(
essentially between the two, both economically, and practically e.g. the Centre for Process

Innovation (CPI) has sites in bth city regions, as does Durham University. Although not

prominent in the commuting data, there are also ties to North Yorkshire and across the North

to Cumbria, reflecting past administrative affiliations. Outside the North there are also

important trad e links to Scotland, and the NE has extensive international linkages with a high

level of export activity.

SQW e -
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Key relationships with other local areas across the North

Trade links to Scotland, and
commuting flows from/to
the north of the North East

Cumbria

Historical cultural ties, with
some on-going practical
linkages such as the
Academic Health Science
Network which spans the
two areas

YNYER

Tees Valley

Modest levels of commuting between

the two areas. Shared rural economy Significant commuting, business, and
and natural environment assets cultural ties acro
eastd region, with

knowledge and innovation assets and
sector strengths e.g. in Process
Industries and Advanced
Manufacturing

Source: SQW

More widely, the rail network, provides connections to most Midlands and Southern rail hubs
including to London via the East Coast Mainline. Indeed, whilst there remains scope to
enhance the service, rail transport connectivityfrom the North Eastto London is arguably
stronger (relative to the distance) thanfrom the North Eastto other city regions in the North
such as SheffieldGreater Manchester, and Liverpook delivering faster rail journey times to
other cities (including in the North) has been idatified as a transport priority for the North
East given poor existing connectivity is poor, \th slow and often congested trains

The road network provides limited linkages to external areas with limited dual carriageway

accesn both north-south and eat-west axes and there are high levels of congestion in parts
of the road network in the NE and there isand poor connectivity to Cumbria and Scotland
despite extensive trade links

The primary international gateways are through the Port of Tyne and Negastle International
Airport which offer passenger and freight connections to global markets and is the second
largest airport in the North. The ports of Berwick, Blyth, Sunderland, and Seaham also provide
freight maritime links. Further international connectivity is provided by Teesport and
Durham Tees Valley Airport, again highlighting the linkages to the Tees Valley City Region.

SQW e -~



Major investments
are planned,
focused on
Knowledge and
Innovation assets,
Transport, and
Business Support.
These are argued
to address the on-
going productivity
deficit in the area
and generate
additional
employment.

SQW
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Critical investments

Faced with the productivity challenges set out above and to address or exploit the sector

opportunities and linkages across the Ndh, partnersin the NE are progressing a wide range
of investments, including projects funded through the Growth Deal agreement with

Government. An overview of the key critical investment set out in current plans is set out

below.

Critical investments

Knowledge and innovation

1
1

Transport and infrastructure

Creation of the National Centre for Healthcare Photonics to develop and commercialise
photonics based therapies.

North East Innovation programme, including: Newcastle Life Sciences Incubation Hub;
NETPark Infrastructure Phase 3; Low Carbon Energy Centre at Newcastle Science Central;
Sunderland Enterprise and Innovation Hub; the Centre for Innovation in Formulation; and
the Northern Design Centre.

Sunderland Central Business District, the creation of central business district/urban
quarter to link city centre to River Wear.

The National Centre for Ageing Science and Innovation at Newcastle University, a £40m
investment to develop, test and bring to market products which promote healthy ageing
Development of Newcastle City Centre, including the Science Central development in
Newcastle (24 acres of mixed-use prime city-centre development, including a £10m grant
from the Government to establish a new state-of-the-art urban water infrastructure facility as
part of Newcast hneScidhces Ruigding),itogeyhér svith devdlopment of the
station, Stephenson Quarter and East Pilgrim Street.

Investment in a range of digital sector innovation assets including the Digital Catapult
North East & Tees Valley (based in Sunderland), Centre for Cloud Computing, digital
incubation at Campus North, Dynamo Business network and private sector investment i led
by Sage Plc.

Significant private, university and public sector investment in assets associated with the
offshore sector, particularly high-tech and deep-ocean technologies.

il

Business and Enterprise development

Local Transport Improvement Programme, with investment in a range of projects
including the Newcastle Central Metro Station Refurbishment, the A19 Employment

Corridor (Silverlink North), the Newcastle Central Station to Stephenson Quarter direct link,
and the Northern Access Corridor: A189/A191 Haddricks.

Swans6 Wet Betrda hciemdteéldevel opment | and wi
site of the NE Enterprise Zone, so increasing availability of commercial land available for
priority sectors.

1 Merchant Park 2, to support inward investment and supply chain development adjacent to
the forthcoming home of Hitachi Rail Europe.

1 Rural Growth Network infrastructure to plug infrastructure gaps in rural areas, promote
tourism and to grow the local-led network of rural enterprise hubs.

1 Development of an International Advanced Manufacturing Park to promote economic
growth within South Tyneside and Sunderland.

f The ALIEREWMIERS venture capital fund to provi
NE and the Tees Valley areas.

1 Sunderland Enterprise and Innovation Hub. Comprisingt he f i rst o0Fab
East, incubation spaces and workshop, office and laboratory space for manufacturing,
creative and science-based businesses.

Skills

1 Key sector skills investment including focused on Engineering and Manufacturing
industries at Tyne Met College, Marine and Offshore sectors at South Tyneside College,
and Land-Based Skills training (including STEM) at East Durham College.

1 Northumberland College: Advanced Manufacturing Centre, involving the upgrade of

Northumberland College to improve skills levels and support economic growth in key
sectors such as Advanced Manufacturing, Renewables, and ICT.

e -



The NE is aligned
and contributes to
many of the
Northos
capabilities.
Contributions are
most pronounced
in Advanced
Manufacturing,
Energy, Health
Innovation (all
prime capabilities)
and Higher
Education (an
enabling
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Current alignment and contributiont o

Advanced Manufacturing

Energy
Digital
Health Innovation

Logistics

Financial & Professional Services

Higher Education

SQW

t he

Alignment

PP
PPP
PP
PPP
PPP
PP
PPP

Nort hods

Contribution

PPP
PPP
PP
PPP
PP
PP
PPP

Source: SQW
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Sheffield City Region (S

An economy
with
longstanding
strengths in
Advanced
Manufacturing
and Materials.
Ambitions to
grow higher
skills jobs and
the business
base.

SCR6s
productivity gap
is narrowing, but
still some way to
go. Improving
skills, enterprise,
boosting R&D
and inward
investment key
to closing the
productivity gap.

Story of Place

SCR is centred on Sheffield, with Doncaster as a distinct cenireits own right and the
surrounding towns of Barnsley, Chesterfield and Rotherham also making important
contributions to the economy. The City Region covers nine districts, including those of South
Yorkshire and south into Derbyshire and Nottinghamshiré. There is some overlap between
LEPs: Barnsley is also in the Leeds city region LEP, and five other districts in the D2N2 LEP
area. The economy is rooted in a longstanding tradition of Steel and Manufacturing. The
sector has evolved over recent decades dnwhile job numbers have fallen, SCR maintains
some highly specialised and Advanced Manufacturing activity. At the same time, the Service
sector has grown significantly, although the majority of growth has been in the public sector.

3#280 AAT 1 briSERs t@dtranEtfieleconomic gapthrough the creation of 70k net

jobs (of which 30k are at higher skills leve®¥, increase GVA by 10% (approximately £3bn), and

create 6k new businesses over the next 10 years beyond baseline growth rates. Transport is

AT Ei T OOAT O AOPAAO 1 &£ 3#280 DPOEI OEOEAOh DAOOEA
documentation emphasises the importance of bringing forward HS2, improvingastwest

connectivity (via an enhanced TransPennine rail route, and eastward opections to the

Humber Ports for freight), and enhanced connectivity to Leeds via improved Midland and East

Coast Mainlines. Internally, the focus is on improving connectivity between key centres and
employment growth areas including access to Robin Hoddirport and developing the adjacent

multimodal inland iPort, alongside other locally important schemes.

The productivity picture

The SCR economy generated £30bn in Gross . .
, , Productivity over time
Value Added (GVA) in 2013, accounting for 11%
of the Northern total. However, GVA per head 26
at £16,200 z was only 88% of the northern " 43.4K
average and 76% of the rest of England
excluding London A key factor explainirG 3 #[2 *
0'6! CAPS xEOE OEA OA - JA] OAET ¢
London is productivity, measured by GVA per f 38
ET A8 YT ¢mpoh 3#28@7,13';236 78k Zgx hyxxv
87% of the rest of England excluding London. % "
(EOCOI OEAAI 1 UR 3#2860 PO 201 x1 AO
rate of 1.6% pa. (2000/13), which was 0.5p.p.
above the rest of England excluding London, %0 §§§§§§§§§§§§§§
suggestingthe productivity growth rate gap has NNNNNNNNNNNNNS
closed over recent year§8 ——SCR —#— North Rest of Eng (ex Lnd)

2 The city region geography istie same as the LEP footprint. North East Derbyshire, Chesterfield, Bassetlaw, Bolsover, and
Derbyshire Dales are also in the D2N2 LEP. Please note, the SCR LEP geography is different to the constituent membership
of the Sheffield City Region Combined Albrity, which only includes Barnsley, Doncaster, Rotherham and Sheffield.

26 Level 4+

21 95% of northern average

28
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There are three key factorsexdh ET ET C 3#28 0 DBOT AOAOEOEOU CADPgq

i First, there has been a substantiadtructural shift away from jobs in Manufacturing
as a result of new technologies and cheaper labour costs abroadwards lower
value added (largely public sector 29) jobs in lower level occupations. Higher
productivity sectors represent a relatively small number of jobs overall and, looking
forward, strongest employment growth is forecast in lower productivity sectors.

i Secondskills . Across SCR, there is a legacy dieational underperformance up to
19 years, and only 27.9% of thavorking age population are qualified to NVQ 4+,
compared to the rest of England excluding London average of 34.8% The
proportion of SCR firms reporting skills gaps is among the highest the country, yet
employer investment in workforce training remains insufficient.

i Third, adding to these issues, SCR hasuggled to attract inward investment
Existing (re) investors are the main souce of growth, and domestic investment is not
compersating for the lack of FDI in SCR. Whilst there is evidence of hog®wn
entrepreneurs in new and dynamic sectors, widespreadntrepreneurial behaviour is
limited z private sector business creation is weak, and the enterprise rate is two
thirds of the national average. MoreoverR&D is lower than expected; for example,

20% OPAT A ET S3EAEEEA]I AGO - AbdiovAhA Galaddl 1 ¢ OAAC
average.

Sector strengths on which to build . . .

Informed by its own Independent Economic Review and further deta@ld research on sectors,

the SCR LEP has identified a number of key sectors that operate (and are observing increased

trade) in national and international markets, and build upon distinctive strengths in the local

business base, expertise, facilities and ssts.

3SDAAEEZEAAT 1 Uh 3#280 O0001T T CAOO bpi OAT OEAT &I O coOIl

IT OEA AOAAS8O 1 ACAAU 1 £ OEEI | OHeddnt iAterialiolyOOAA O O]
competitive offer in high productivity areas: Advanced
Manufacturing/Engineering/Materials, Healthcare Technologies and Digital This will be

OO0DPDPI OOA AHidghér EQu#atod Gector, which plays a critical role in terms of the

research base and assets for these industries (alongside being an importantperter of

Educational Services in its own right) andthe Logistics sector.  Bringing these sectors

Ol CAOEAOh 3#2 OAAO EOO Al i PAOAOEC

AT A AE GOmdvadiveq

particular specialisms relating to Nuclear), alongside Financial, Professional and Business

Service$? (with clusters of high value manufacturing services and advanced technicalrséces

01 AT i DBl AI AT O OEA OliDat RO®BEIngAIAOA OOATBAQAIT TAU @8 3;
sectors research suggests that most of the sector specialisAsOA OACCI 11 AOAGET 1T C

OEAO EO OEAU OAAOEOA AAIT OA AGAOAG AA ARE A AEEODU 01

"0O0 OEA ¢cOi xOE EI

3#280 ET AO | m8 1 40.2pp)Asq theobetall GVA gromhvkateAh BET A OEA A

pa over this period, is only 0.2pp above the rest of England excluding London.

29 Employment growth between 19982008 entirely attribu table to public sector (there was a net decrease in private sector
employment)

30 The northern average is 30.3%

31 Sheffield City Region Local Enterprise Partnership (2014) Strategic Economic Plan, p. 26

32 For the general financial, professional and businesgervices sector, evidence on nationally/internationally significant
activity was limited z so we have not included a separate box on this sector here. High value manufacturing services and
advanced technical services is covered under Advanced Manufadhg, Engineering and Materials, and data processing is
covered under digital.
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SCR does not have presently its own Smart Specialisation Strategy, but commits to adopting a
Smart Specialisation approach where appropriate by investing in areas where SCR has a
comparative advantage. Accordingly, it gives the followingxample in the ESIE:
O03#2 EO A xI Ol A 1 AAA ET AAOGAT AAA 1 AGAOEAT O Al /A
creativity in advanced engineering in support of the development of the emerging
Healthcare Technologies Sector, and to use our strengths in softwarénggstiata

analytics and simulation to underpin the development of healthcare industries, . o
AT A OEA CcOIl xET ¢ AECEOAI OAAOI O ET OEA OACEIT 8¢

Existing sector strengths

The Advanced Manufacturing, Engineering and Materials sector
contributes 59k jobs to the economy, with average GVA per employee at
£54k pa.

SCR is home to particular specialisms in high precision engineering,
metals, alloy projection, high quality design and manufacturing, industrial
machinery, rail automotive and aeronautical engineering, and hydraulics.
Many of these specialisms provide inputs for other parts of the Advanced
Manufacturing sector across the UK.

The area has a historical legacy in relevant skills, and is home to two
large universities focused on STEM subjects (for example, the University
of Sheffield is graded excellent and internationally recognised with
leading research centres for mechanical and aeronautical engineering).

Advanced SCR contains many relevant specialist facilities and research institutes,
Manufacturing, many of which are clustered in th
Engineering and Districté including: Advanced Man
VEACHES Manufacturing Research Centre (AMRC, a collaboration between Boeing
(AMEM) and University of Sheffield which is part of the High Value Manufacturing
Catapult); the AMRC Composites and Design Prototyping & Testing
Centres; National Metals Technology Centre (NAMTEC); the Advanced
Manufacturing Institute (AMI) at Sheffield University; The Mercury Centre
(powder-based manufacturing); Materials and Engineering Research
Institute (MERI) at Sheffield Hallam; and The Proving Factory for the
Automotive Industry (low carbon prototypes for vehicle manufacturers);
and the forthcoming National College for High Speed Rail in Doncaster.
World-leading manufacturing and engineering companies based in SCR
include Tata, Outokumpu, Sheffield Forgemasters, Rolls Royce,

Castings Technology International (CTi), and The Welding Institute

(TWI) Technology Centre.

It is a market demand-led sector, operating in national and international
markets, and is already plugged into growing export markets.

The Health Technologies sector is relatively small (estimates range from
1,900 jobs®* to around 3,000) but is well established in SCR and is
highly productive (with a GVA per employee of £47k pa.).

SCR has niche specialisms in Medical (and Dental) Devices, Advanced
Wound Care, Orthopaedics, and Clinical Research i many of these
specialisms build on the specialisms above in Materials and Advanced
Health Manufacture. In addition, SCR has emerging specialism in Telehealth
and Additive Manufacture/3D-printing T these are currently nascent
sectors but offer high productivity opportunities for the future.

Technologies

SCR hosts the Medical Advanced Manufacturing Research Centre (part
of the wider AMRC), linking manufacturing technologies to medical
research and clinicians. This will be complemented by the development
of the Advanced Wellbeing Research Centre (AWRC, detailed below).

Again, it is a market demand-led sector, operating in national and
international markets, and is plugged into growing export markets.

33 Sheffield City Region Local Enterprise Partnership (2014) Sheffield City Region EU Investment Strategy 2004 pages
27-28
34 These jobs are part of the wider AMEM sector johia the first box
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Further, there is considerable projected global growth in relevant
markets (Medical Devices, Telehealth, Additive Manufacture, Games).

The wider Creative and Digital Industries sector provides 27k jobs
across SCR, and is highly productive (with a GVA per employee of
£49,700).

SCR has niche specialisms in computer programming, with direct
applications for Engineering and Healthcare sectors where digital skills
are increasingly important (e.g. in terms of design and programing
engineers, analytics, and simulation in Healthcare). Wider strengths are
in data processing, interactive media, IT/software testing, e-learning,
games, software, and satellite telecommunications.

SCR has some high performing 6honm
international market leaders. The Advanced Computing Research

Centre at University of Sheffield specialises in data and text analytics,
and complex simulation.

The Digital sector is a market demand-led sector which has seen
significant growth over the last decade, and is operating in national and
international markets.

The Low Carbon sector employs 11,300 people across SCR, although
numbers have been falling over recent years.

Low Carbon (in general) is a priority for SCR, but is seen in the literature
as more of an Oenablerd than a se
specialisms in Nuclear in particular, with the Nuclear Research Centre

( NAMRC) at the Advanced Manufactu
Catapult Centres). Research focuses on Civil Nuclear and other

innovative energy sectors.

Looking forward, opportunities for R&D input are linked to nuclear new
build (and decommissioning), and increased investment recently
announced into nuclear research (and small modular reactors in
particular).

Logistics is a relatively high employer (28k jobs) but the sector
traditionally has low productivity.

SCR is seen to have a strong strategic location, with multimodal access
(rail, road, air and links to ports). The literature points to the sector
beingademand-l ed déenabl er 6, with consi

SCR is home to international firms such as Amazon, ASOS and TNT,
and has A1/M1 connections, East Coast and Midland Mainlines, the
international Robin Hood airport.

Potential growth sectors

Advanced
Manufacturing,

Engineering &
Materials, and
dnanu-serviceso

SQW

SCR will continue to specialise and grow niche strengths in Advanced
Manufacturing, Engineering and Materials, as above, building on
existing sectoral specialisms. Clear international growth opportunities,
especially in materials.

SCR also has a small but growing cluster of high value Manufacturing
Services/Advanced Technical Services sector to complement and
support the O6makerso.
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7

€ and | inkages @ubeyad t he North

I AAT OAET ¢ OI OEA 1 EOAOAODOOAR amdBheFidd ishkelafvel A AET U 1 1
self-contained city (partly reflecting Sheffield being wellbounded). Latest Census data show

that 85% of employed residents work in SCR, and 89% of workers in SCR also live in SCR.
Commuting links outside of SCR are strong®s x EQOE , AAAOd oc¢E 1T &£ 3#280
Al i i OOA O1 , AAAO jub 1T & 3#280 x1 OEET ¢ OAOEAAT OO
ET &£O01 1 ,AAAOG job 1T £ 3#260 xI1 OEAO0OQS

Labour market links to Manchester are limitecgl AOO OEAT pb | wfrelidesELE AT A «

commute toGreaterMancheste. In part, this is attributed to the Pennines and poor road/rail
links between the two cities(and from SCR to Manchester Airport).

In terms of sectors, there are some links across the north, particularly in ternaf (i) logistics

AT A OEA O 11 AAT #1 OOEAT 06 AAOxAAT S3EAZEZEEAI Ah , |
eastwest connectivity between ports, detailed further below), and (ii) Nuclear research links

(with plans to develop this further to improve the nuckar advanced manufacturing supply

AEAEIT g8 4EA %3) & Al O EAAT OEAZEAO 1 bl 0001 EOEAD
Hull and Humber City Regionin relation to Renewable Energy and Leeds City Region on

Healthcare Technologies.

Key relationships with other local areas across the North

Links in healthcare technologies. Greatest
outflow of commuters to LCR (
working residents), and inflow of commuters
from LCR (3% of SCR6s workers

Nuclear links Leeds City

I especially Reglon Opportunities around the

research Lancashire, AiGolden Corr
Cumbria, between Sheffield,

: Humber and Leeds to
Cheshire integrate Logistics and
develop trade links with
Europe/Russia

Sheffield City
Region

Hull and

Greater
Humber

Manchester

Limited labour market links, in
part constrained by Pennines:
<1% of Sheffieldbs
commute to work in Manchester.
Infrequent, overcrowded rail

links, variable travel times.

Some sector links i e.g.
Nuclear/namtec and Materials

residents Ports and Logistics,

Renewable Energy,
especially Wind Supply

Source: SQW
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Critical investments

Faced with the productivity challenges and to address or exploit the sector opportunities and
linkages across the North, partners in SCR are progressing a range of critizavestments,

including projects funded through the Growth Deal agreement with Government. The City
Region has also secured an additional £900m to invest in economic growth over the next 30

years through its proposed Devolution Deal. An overview of theely committed critical
investments in current investment plans is set out below.

Critical investments

Knowledge & Innovation

1 Factory 2050, a spin-off from the AMRC, is being built on the Sheffield Business Park, and
will be a centre of research intohowt he 6factory of the futur

1 Advanced Wellbeing Research Centre (AWRC) on Olympic Legacy Park.
Transport & Infrastructure

1 £210m Government investment in the SCR Infrastructure Fund, comprising a programme of
15 infrastructure schemes that will unlock the most growth in the City Region. This includes
t h&Gateéeway ttooconplet®tbe link road from the M18 to Robin Hood Airport,
investments in key schemes in the centres of Sheffield and Doncaster and schemes
focused on delivering employment and housing growth in the City Region.

1 Also, calls for investment to improve east-west (especially TransPennine) connectivity.
Outside of SCR, but with implications for connectivity, are the Midland Mainline/Market
Harborough Improvements which will improve journey time for non-stop passenger and
freight train services.

1 DoncasteriPort, whi ch wi | | create the UKO6s | argest
(linking Superport Liverpool and Humber Ports), surrounded by very large, rail-linked sites
for logistics and distribution.

Enterprise & Business

1 Regional Growth Fund i £52m of Central Government funding from 2015/16 to expand
provision.

1 Growth Hub investment i £32.6m from ESIF funding for business support.
Skills

1 SCR Skills Bank, where employers draw on single repository of skills funding to meet
needs, and which will create 42k qualifications over 6 years (£30.6m from ESIF, £21.7m
from Centr al Government 6s Adult Skills.

1 Rail Engineering Campus at Doncaster, including a £50m Centre of Excellence for Rail
Engineering and the HS2 National College.

1 Progress to Work: £22.3m from ESF plus £29.3m from Local Authorities and £69.6m in
private spend for employment support and training.

1 Learn to Work: £6.3m from ESF and £21.4m public and private match.

Fur
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Current alignment and contributiont o

Advanced Manufacturing
Energy
Digital

Health Innovation

Logistics

Financial & Professional Services

Higher Education

SQW

t he

Alignment

PP
PP
PPP
PPP
PPP
PP
PPP

Nort hods

Contribution

PP
PPP
PPP
PPP
PPP
PP
PPP

Source: SQW
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TVCROs
to become a high
value, low carbon
economy, and
become an
increasingly
diversified
economy, with
major employment
growth and
enhanced internal
and external
connectivity.

Productivity in
TVCR remains
well below the
national
comparator, with
enterprise, skills
and innovation
key issues in
holding
productivity back.
The area has also
recently been hit
hard by closures
of important local
employers.
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Val l ey City Regi on

Story of Place

am TVCR is a polycentric City Region, with major employment and economic centres in

Darlington, StocktonOn-Tees, Middlesbrough, Hartlepool, and Redcar/Cleveland. The area

hasi 11 C AAAT Ei i A O 00O0OikrsiOLiidisiids bfontiokyh KitingAT A AT A
SteelMaking and ShipBuilding and, now, Process/Chemical Industries, and increasingly high

DOl AOAOEOEOU ! AOAT AAA - AT OEAAOOOHE @linddsDiAlx ET ¢ 11
infrastructures.

Reflecting its sectoral legacy, TVCR has relied traditionally on a small number of large

employers, which has tended to damylown individual levels of enterprise. Accordingly, the

area has been hit hard by longerm industrial restructuring, in terms of both employment and

POl AOAOEOEOUS 4EA T AOOT xT AOGO 1T &£ 46#2860 OAAOI OAI
competition and the cost pressures on what are often energytensive industries.

In this context,thA AOA A8 O
value, low carbon economy building on its traditional strengths in (export-rich) Process
Industries and Manufacturing, by applying these skills and knowledge, and tyeate a more
diversified and inclusive economy 4EEO ET Al OAAOG A1 AEI Ol
private sector jobs over the next decade.

AOAA

Transport is recognised as a key driver of this growth intent. Priorities include ensuring that

routes to international markets z through Durham TVCR Airport and Teesportz are

maximised. Enhancing national/crossnorth linkages particularly via rail (including line

electrification of the Northallerton to Teesportline and upgrades to Darlington Statiory the

OCAOA x ADMCR)Odnd réal (harticularly on the A19and the A66 link from Teesport to

the A1(M)), and an additional crossing of the River Tees to provide enhanced access to the
AOAABGO %l OAOROBOA OART Aa AHEAAT EL OEA AOAASO bIi

The Productivity Picture
Productivity over time
The TVCR is a significant economy, with annua

GVA of £11.2bn, 282,000 jobs, and over 21,300

46

. . 44 43.4k
business. However economic growth over the
past decade has been relatively modest, meaning 42
that the significant productivity gap has 20 39.7k
remained: GVA per job stood a£39.7k in TVCR g
compared to £43.4k in the rest of England| § 38
excluding London. 8 36
<
Key causes of the productivity gap include: 5 34
i Low rates of enterprise which, 32
combined with the traditional reliance 30
on large employers/public sector % %‘ % % % é § % % % % g % %
employment, has led to relatively lower
——TV —=—North Rest of Eng (ex Lnd)

levels of private sector employment.

1 Skills deficits , notably in terms of
higher level qualifications with 28% of the working age popul&on with NVQ level 4+
against 35% in the comparator area; although progress is being made here with

e -
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recent growth of NVQ 4+ qualifications above the national average over the past three

years

i Levels of commercialisation across the business base as a wholie area has major

innovation assets focused on specific industries/sectors, and recent evidence
indicates that Tees Valley is the best performing of the Northern local economic areas
in terms of innovation based on analysis of the UK Innovation Survdyom 2013.35

(1 xAOAOR
commercialisation in the UK h

EOCO

AAAT OAET ¢ Of

as a barrier to growth.

employers in the steel industry (with significant implications for local supply-chains and
supporting industries). Thisissue has yet to flow through into the economic data, but the
impact on owrall economic performance and productivityin TVCRis expected to be

significant over the longerterm.

Sector

strengths

on which to

3 OO loviedt Galfed of AT T 1

bui

As trailed above, TVCR has significant expertise, and competitive advantages, in Process

Industries and Advanced Manufacturing. The lowearbon economy, and Digital Industries are

also regarded by local partners as key potential growth sectors; reflecting this, these sectors
are the focus of the TVCR Enterprise Zone.

Existing Sector Strengths

Process

Industries

Advanced

Manufacturing

According

to

Focused on three major industrial complexes at Wilton International, North
Tees, and Billingham, the sector in the area:

1
1

Contains over 1,400 local firms, generating sales of over £26bn pa
and £12bn pa of exports.

Has specialisms including Petrochemicals, Polymers, Pharma and
Industrial Biotech, Nuclear (including owing to the presence of a
nuclear power station at Hartlepool), and (despite some recent
challenges) Steel Primary Production and Secondary processing.
Benefits from a strong local support and innovation infrastructure
including the Centre for Process Innovation (which takes in the new
National Biologics Manufacturing Centre in Darlington), the Materials
Processing Institute, The Welding Institute Technology Centre in
Middlesbrough, and key companies such as Huntsman, Mitsubishi
and INEOS (Petrochemicals), Tata Steel, Fine Industries, Johnson
Matthey, SABIC, SembCorp (Chemicals and Processing), and Fuijifilm
Diosynth Biotechnologies (Pharma and Industrial Biotech).

t h eP rToERs6ss d &fERn@®rd hdeu.r

Linked closely to the Process Industry, TVCR is also home to a significant
Advanced Manufacturing sector, spanning a range of subsectors and
technologies. The sector in the area:

1

Contains an estimated 750 businesses, many of which operate in
global markets. Inclusive of all Energy, Oil and Gas, Defence,
Aerospace and Automotive Businesses, the sector is estimated to
provide over 25k jobs in the area.

Includes key sub-sectors in primary production and secondary
processing, Offshore/Subsea Engineering, and a growing sub-sector
focused on Automotive and Rail.

Benefits from a strong local support and innovation infrastructure,
shared largely with the process industries including the CPI, Teesside
Manufacturing Centre, C-STATE (the Centre for Subsea Technology
Awareness, Training and Education), and emerging developments

35 Benchmarking Local Innovation: The innovation geography of the UK, Enterprise Research Centre
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such as the Teesside Advanced Manufacturing Park in
Middlesbrough. Major firms in the sector include including AMEC,
Jacobs Engineering, Cummins, Mitsubishi Chemical Corporation,
Nifco, Elring Klinger, DeepOcean and Samsung.

Potential Growth Sectors

Digital Technologies has been identified as a growing and priority sector in
the City Region. The sector in the area:

1 Contains over 200 Digital firms, supplying services to international
digital and technology companies in the rapidly evolving digital
market, and a significant employment and business base in related
Engineering Design and Technical Services.

1 Has specialisms in Animation, Gaming, Big Data, Film and
Photography, and Engineering Design and Technical Services (linked

Digital to the wider Process and Advanced Manufacturing base).

Technologies 1 Benefits from a strong local support and innovation infrastructure.

This takes in The Institute of Digital Innovation at Teesside University

(with particular strengths in animation and 3D animation), and

DigitalCity, a partnership initiative focused on creating a cluster based

on digital technologies in the area. The sector contains both a diverse

network of innovation start-ups, SMEs and established firms in Digital

Technologies (e.g. Double Eleven, Onyx Group, Turtle Beach and

Visualsoft) as well as large and high-profile Engineering Design and

Technical Services firms (such as Amec, Samsung GTL, Phusion and

Siemens VAI).

Drawing on the opportunity to de-carbonise the energy-intensive industries
based in the City Region, TVCR has become a centre for Low Carbon
Industries and Technologies. Although formal definitions are challenging
given the nature of the sector i and the exact number of firms involved in
Low Carbon activity is not known i the sector in area:

1 Includes key sub-sectors focused on Waste Processing (waste-to-
energy), Renewable Energy (particularly off-shore wind) and

Low Carbon Hydrogen Production, with employment of around 10,000.

T I's being developed through TVCRO
b ecomiaglgo kaa lé iplndustrial €arldon Capture-and-Storage,
and leading the way on innovative district heating schemes.

1 TakesinfirmsincludngAi r Products (devel op
largest energy-from-waste plants using advanced gasification),
SembCorp and SITA (in waste processing), and Heerema, TAG
Energy Solutions and JDR Cables (in renewable energy).

Consistent with these related sector strengthsz particularly across Process Industries,
Advanced Manufacturing, and LowCarbon z TVCR has a genuine integrated cluster in the
Process and Manufacturing Industries This clusteris underpinned by a strong néwork of key
innovation and knowledge assetg for example, the CPI, local universities (notably Teesside),

AT A 4EA 7A1 AET C )1 OOEOOOASGO 4AAETTITCU #A1 OOA E
for the area is to further integrate the Process and Advaed Manufacturing cluster and create
AT A EAOT AOO OOEA AEOAOI AO AAITTIT U8 EIT OEA 00DPDI

Two further points are made:

i TVCR is home to a significant Graphene facility, developed by a spiat from Durham
University (Applied Graphene Materials). With GADEAT A AI-ROOGET GAOI C
business unit at the CPI, there are significant opportunities for panorth
collaboration on Graphene R&D and commercialisationotably with Greater
Manchestelq OEA AOAAG3O Iidepdtde&alsd ovided dppodriidsE Al
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forpanl'l'OOE AT 11 AAT OAOET1T xEOE OEA 3EO (A1 OU
-ATAEAOCOAO AT A OOPI EAOCE EI S3EAZEEEAI AR , AAAOF
1 TVCR has an important logistics sector building on assets including Teesport, Durham

Tees Valley Airport, and the road and rail network; the area is home to some of the
largest logistics operations in the UK serving theProcess and Advanced
Manufacturing industries e.g. Vopak, Simon Storage, and PD Ports.

€ and | inkages @ubeyaxdd t he North

TVCR has importantfunctional linkages z of commuters and through transport networksz
particularly to the North East City Region, and to North Yorkshire.

The relationship to the North East is particularly important, with commuting data indicating
approximately 23,000 peoplecommute daily into the TVCR from the North East. This accounts
for approaching 10% of all workers in the TVCR, with TVCR a net importer of labour from the
North East. TVCR also shares important sector linkages with the North East city region
(particularly in Advanced Manufacturing including Automotive, and Process industries); a
number of major innovation and knowledge assets such as the CPI and Durham University are
Al 01 OOEAOAAS AAOxAAT OEA Oxi AOAAS8 otfett OAT AOE
city regions/local areas are summarised in the figure below.

Linkages to other parts of the North are more limiteddriven in large part by geography with
the area neighbouring only the North East and the York North Yorkshire and East Riding
areas). However, enhancing public transport connectivity to other key employment locations
and assets across the North, particularly through the direct TransPennine service to
Manchester Airport (also linking the area to Leeds and Manchester cigentres) via
Darlington, with electrification to Middlesbrough, and onwards to Teesport, is a key ambition.
Enhancing links toNewcastle Airport (and flights, for example, tdHeathrow, Schiphol,and
Dubai) is also asignificant issuefor business connectivity.

Key relationships with other local areas across the North

Important commuting flows i
with a net inflow of commuters
to TV i.e. more residents of the
NE working in TV than vice
versa (NE residents = ¢.10% of
TV workers), but still c.17k TV
residents working in the NE

North East

Tees Valley

Broadly even commuting
flows to and from the
local area (around 9 to
10k), but important
transport linkages via the
Al(M) and A19

Source: SQW
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Critical investments

Faced withthe productivity challenges, and to address (or exploit) the sector opportunities
and linkages across the North, partners in TVCR are progressing a range of critical
investments, including projects funded through the Growth Deal agreement with Government.
An overview of the key committed critical investment set out in current plans is set out below.

Critical investments

Knowledge & Innovation

1 Materials Processing Institute, a £13.5m project to create an open access centre at the
former Tata Technology Transfer and Research site, providing flexible laboratory, pilot and
demonstration spaces, and support for Process Engineering Design.

1 Development of the National Horizons Centre in Darlington, focused on advanced,
integrated design, production and production support processes and on the innovation and
management skills needed to embed these.

1 Teesside Advanced Manufacturing Park (TAMP) Offshore Wind Validation Centre,
which will research and validation services for offshore wind tower manufacturers, as well
as for the Oil/Gas and Sub-Sea sectors.

1 Biologics Factory of the Future at the CPI located at Central Park, Darlington, adjacent
to National Biologics Manufacturing Centre.

1  Further development of Digital City as a key asset for the generation and support of digital
businesses and digital enabl ement across

Transport & Infrastructure

1 Strategic transport and infrastructure package for the TVCR including transport and
infrastructure works at Central Park Enterprise Zone and a study to investigate options for
improvements to Darlington Bank Top station.

1 Road improvements at Durham Tees Valley Airport, opening up access to the south
side of the airport for aviation-related activities.

1 Upgrade of the A19, linking Tees Valley, North Yorkshire and the North East.

Enterprise & Business

1 Teesside Advanced Manufacturing Park (Phase 2) Technology and Research Centre,
intended to create flexible research and development space for SMEs.

1 TVCR Business Compass (Business Growth Hub) providing business support for firms
across the TVCR.

1 Billingham Bio Pharmaceutical Campus, involving site clearance, road works and site
remediation to enable the expansion of a major Biotechnology facility.

1 Development of Kirkleatham Business Park, to provide business accommodation for
firms in the Advanced Manufacturing and Engineering, Chemicals, and Renewable Energy
sectors.

Skills

1 Creating an Oil and Gas Academy at Redcar/Cleveland College, as part of the

Go v e r n me nNafioral Goleege for Onshore Oil and Gas.

TVCR Skills programme to support the development of skills in key growth sectors in

Advanced Manufacturing, Low Carbon, Oil and Gas, Digital Technologies, and Logistics.

1 Hartlepool Innovation Skills Quarter, focused on developing workspaces and
incubation facilities and providing business support for Creative Industries firms.
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