WMEF Discussion Paper: Comments on an Industrial Strategy
in conjunction with
The Black Country Chamber of Commerce & Birmingham City University
Executive Overview
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The Green Paper “Building our Industrial Strategy” offers a coherent programme to
take advantage of the evident strengths of the British economy, and how to realise
their potential. This is in the context of the new pipeline of opportunities that could
conceivably become available in a post-Brexit trading environment.
Securing Free Trade Agreements, with EU as well as non-EU economies, is
obviously key, but these can only be successfully concluded as trading ties with
potential partners are developed, deepened and broadened. This can only be
realistically achieved by boosting the international competitiveness of industry and
the infrastructure that supports it - something the Green Paper outlines.

Moreover, it is important to recognise the existing competitiveness of British Industry
and that Britain remains one of the largest manufacturing entities globally,
particularly of high value-added output. Indeed, the British economy, in terms of
output if not labour demand, has been able to sustain a successful industrial sector
in a relatively high-labour cost economy. Significantly the Black County and the
wider West Midlands is the home of one of the largest concentrations of
manufacturing and output performance has tended to be stronger than that in the UK
overall. However, capacity constraints are holding back further expansion and the
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Industrial Strategy is a welcome initiative that offers scope for resolution of these
issues.
The approach offers sensible and ambitious strategies that help drive the economy
forward and enable local businesses to develop world class goods and trade
wherever they need to be in a quick and efficient infrastructure environment.
The plans to establish “Institutes of Technology” will provide potential capacity to
meet skills gaps and hard to fill vacancies across key sectors, providing a bridge
between often seemingly disconnected businesses and schools. In particular, plans
to incentivise direct liaisons between education providers and businesses and the
establishment of a new “T-Level” are welcome. However, despite the commitments
of £5bn a year for industrial investment, more resources are likely to be required if
there is to be a major rebalancing of the economy.
The Green Paper rightly identifies that transport and connectivity infrastructure in
Britain are lagging its international peers, being the second poorest in the G7. There
is an imbalance with spending focused in London rather than areas that affect the
West Midlands. Enhanced broadband spending could add £17bn to the UK economy
by 2024 and there are stiff international challenges in this area. There is a need to
focus on transport and broadband speeds, high value manufacturing, skills and
access to capital if an effective platform for Intelligent Manufacturing is to be
developed.
Furthermore, there is a need to recognise the high degree of interaction that takes
place between manufacturing and production sectors with service sector enterprises,
that are heavily or solely reliant on industry, so-called Manu-Services. This dynamic
is a critical component of delivering innovation, as is the preponderance of SMEs in
these sectors, who often work collectively and collaboratively but competitively to
produce precision components.
The Industrial Strategy presents a welcome opportunity to ignite and develop much
needed productivity growth. Getting its implementation right is paramount combined
with the necessary funding if it is to achieve a sustainable impact on the region’s
economy.
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Synopsis
Creating an Industrial Strategy is, perhaps to a much greater extent than other
comparable policy programmes, effectively designing a strategy to accommodate for
the unknown, particularly given the continuing intensification of technological change
coupled with evident rapid shifts in global fashion and demand. Moreover, given the
extended period between the conception of any particular product - involving
prototype inception, capital investment, actual manufacture, marketing, sales and the
ultimate realisation of a commercial return – an Industrial Strategy can only be
successful over the longer, if not long-term. Accordingly, to succeed, any Strategy
will need to achieve a broad consensus of support across business and industry.
Over the past five decades, previous governments have either adopted a laissez
faire attitude to the economy or responded to crises by introducing short-term, often
emergency, measures to support specific sectors or corporations. As a result, the
Government’s current Green Paper “Building Our Industrial Strategy” can be seen as
a significant break from these previous government policy attempts. For the Black
Country and indeed wider West Midlands, with its profusion of manufacturing,
production and related service-sector industries it is a welcome initiative. However,
as a Green Paper it is very much an initial statement and further development is
required to ensure a coherent and funded strategy emerges.
Industry has itself undergone a significant transformation over recent decades, as it
has shifted from labour-intensive to more capital-intensive processes, and whilst this
has involved a haemorrhaging of labour, output has continued to rise and with it
productivity. Furthermore the locus of GVA-generation has tended to shift from large
enterprises to SMEs, in particular smaller and micro-enterprises.
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This in itself has subtly altered manufacturing and production processes, which can
now encompass a number enterprises in completion of a single product, with much
more focus on enterprise-to-enterprise (E2E) interactions rather than business-tobusiness (B2B) relations. Additionally, enterprises involved in and indeed intrinsic to
manufacturing are not solely located in the manufacturing sector, but involve a range
of enterprises, whose SIC classification places them in the services sector but whose
activities are wholly or partially dependent on the manufacturing sector, what has
been termed ManuServices.
Moreover, manufacturing has become increasingly servitised with manufacturers not
simply selling products but products plus a range of ancillary services. As a result, to
fully comprehend the actual interactions and flows between the component sectors
of the national and regional economies, rather than describe the economy as 85%
services a more nuanced definition is required.
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The approach adopted by the WMEF is to disaggregate regional GVA into four key
sectors, namely Production (31%, including ManuServices 6%), Distribution (22%),
Services (23%) and Societal (24%). Understanding the dynamic relationships
between these sectors, and their sub-sectors, and the inputs required to sustain
growth will be fundamental to a successful Industry Strategy.
The Black Country and wider West Midlands can point to real, tangible successes in
terms of its export performance over the past decade and has significantly
outperformed the UK as a whole. Similarly, business-focussed R&D carried out in
the region has doubled as a share of the UK total since 2007. Nevertheless, more
can be done to facilitate exporting and R&D, particularly amongst the small and
medium sized companies that form the backbone of the Black Country’s business
community. The Green Paper begins to outline some mechanisms whereby this
might be achieved and our response seeks to suggest some further policies that
might be pursued.
The “Birmingham Manifesto”, which launched Theresa May’s national leadership
campaign, interpreted the vote to leave the EU as a demand for fundamental
change. It is against this backdrop that the Government’s Industrial Strategy has
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been crafted. Many of the key elements underpinning the Industrial Strategy are to
be found in the manifesto – particularly the stress on productivity, regional issues,
energy costs, R&D and infrastructure.
Whilst delivery of the Industrial Strategy is likely to take place over a number of
years, recent events suggest that publication has followed an accelerated schedule.
Given the breadth of legislative and consultative initiatives adopted by the
Government in a relatively short space of time (with the Industrial Strategy Green
Paper quickly followed by a White Paper on the UK’s Exit from the EU and a further
White Paper on Housing Policy) it is likely that effective delivery of multiple projects
of such complexity will prove a challenge to the Civil Service.
To drive productivity growth in the Black Country, what is required is to expand and
deepen the current trend towards Intelligent Manufacturing. Whilst there exist
notable areas of deprivation in the region, the Black Country can boast a host of
internationally competitive industries, which are both innovative and dynamic
members of a variety of regional, national and international value-added supply
chains. The production sector, especially manufacturing, remains proportionately
large.
The flexibility provided by a diverse range of SME component producers enables
rapid response to demand shifts in related sectors and has also provided a platform
for proximity manufacturing and design. Crucially, the production and design of
single components can necessarily involve a range of specialist SMEs in both
manufacturing and related services. Intelligent Manufacturing is growing rapidly in
the region, but additional support from appropriate government policies is needed in
order to catalyse further growth. Given that a substantial portion of related high
value-added design work occurs across the wider region and indeed both nationally
and internationally, high quality internet links and good transport are essential for the
continued development of this business model.
Approach
Critical will be the Government’s demonstrative political commitment to the Strategy
and the degree of project implementation, as well as the depth and breadth of that
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Strategy. The Government has stated that the Strategy is based on the following ten
pillars:


Investing in science, research and innovation



Developing skills



Upgrading infrastructure



Supporting businesses to start and grow



Improving procurement



Encouraging trade and inward investment



Delivering affordable energy and clean growth



Cultivating world-leading sectors



Driving growth across the whole country



Creating the right institutions to bring together sectors and places
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The broad intention appears to be for the Government to act as an “enabler” for
business development rather than “picking winners” and supporting specific
companies. However, for the Black Country and wider West Midlands to flourish,
real resources will need to be mobilised to deliver on the ten pillars.
As part of our response to the Green Paper, WMEF in conjunction with the Black
Country Chamber of Commerce and Birmingham City University has identified
several overarching themes of particular importance to the Black Country and the
wider business community in the region. Longstanding underinvestment in
infrastructure in the region is a concern, especially relative to London and Scotland,
and efforts must be made to rebalance infrastructure spending towards the regions.
Similarly, further investment in science and research, as well as facilitating improved
technical education and skills development, will also be beneficial for the region with
an ageing workforce and notable skills shortages. As part of this process it is
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welcome that the Prime Minister announced that companies would be encouraged to
strike sector-wide deals to target opportunities in return for looser regulations or help
with exports, with a range of sectors to be championed from life sciences to ultralow-emission vehicles.
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The region is highly export orientated and export growth has been a major success
story over the past decade. Nevertheless, there remains scope for further growth in
international trade, notably by SMEs in the region and there are several ways in
which government can help facilitate this. Given the preponderance of relatively
intensive users of energy in the Black Country (particularly in the metals sector),
there are further measures that government could take to enhance our international
competitiveness in this area.
Finally, limited access to finance continues to be a significant constraint for many
businesses in the Black Country, with SMEs hit hardest by this. Given the apparent
limited public fiscal headroom available, coupled with the severe structural
impediments to commercial banks’ ability to lend to SMEs (other than asset-backed
lending), new forms of capital funding facilities must be considered. Additionally,
non-bank financial institutions structured to meet the commercial operations needs of
SMEs, to close the Macmillan Gap, may need to be created.
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The British Chambers of Commerce have responded positively to the Government’s
Industrial Strategy describing it as a “first milestone”. UK Steel referred to it as an
“important first step”. Funds of £170m will be made available to establish “Institutes
of Technology”, tasked with delivering high-level training in STEM subjects, as well
as deepening of mathematics education in secondary schools. Nevertheless,
although the Government has pledged up to £5bn a year of new industrial
investment by 2020, including the biggest increase in research and development
funding since 1979, significantly more resources will be required if there is to be an
effective and sustainable rebalancing of the economy.
Investing in Science, Research and Innovation
R&D can have a crucial impact on productivity and the UK lags behind many
international peers in this regard. The Green Paper lays out a commitment to
increase government R&D spending by 20% and various changes to the structure of
agencies. Nevertheless, it seems likely that commercialisation will remain a
challenge and the UK may struggle to match other countries in this regard.
In contrast, the Black Country and wider region can point to a plethora of companies
which either engage directly in R&D or adopt and exploit advanced technology to
drive enhanced output in their own business. The West Midlands punches above its
weight, contributing 10.4% of total UK business R&D in 2015 (versus 5.3% a decade
earlier), including some 46.4% of total transport R&D by UK businesses, and an
additional £94m in the aerospace sector.
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Whilst this R&D is carried out by private companies, it has been facilitated by
government initiatives such as the Advanced Propulsion Centre, MIRA and the
Manufacturing Technology Centre. The challenge, therefore, is for the Black
Country and wider region to build upon these tangible successes. Government can
help facilitate this process by ensuring that the right incentives are in place for
companies to conduct such research. This is likely to involve supporting and
expanding regional centres of excellence as well as directly incentivising R&D in the
tax system. For the Black Country in particular, with its SME-based economy,
shared resources (including technology parks with technical facilities) and effective
collaboration with higher education partners are likely to be crucial.

Whilst smaller companies are, in general, unable to shoulder the financial burden of
high R&D costs that larger firms are, even the smallest of firms and home-grown
inventors can develop new products and enhance productivity if government can
ensure they have access to technical facilities. Likewise, investing in partnerships
between regional higher education institutes and local companies is likely to prove
profitable (particularly given the concentration of existing state investment within the
“golden triangle”).
Whilst more resources will be required if there is to be a major rebalancing of the
economy, this investment could be crucial in raising GVA of the Black Country.
Providing the right mechanism to connect smart technology to universities with a
local focus, colleges and local businesses will be crucial if are to improve R & D
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delivery for the Black County. Funding to deliver science and Innovation audits
would assist this process.
Case Study

CK Accountants

This is a small IT software sales and development company with a turnover
approximately £500,000. An R&D tax credit enabled company to employ a specialist
developer. This created a niche product to control aspects of timber import in
furniture manufacture. The Tax break incentivised the company to press ahead with
the project.

Case Studies

Jonathan Lee Recruitment

The Black Country needs to focus on the concept of the higher apprenticeships.
University degrees alone do not address the needs of the Black Country’s
engineering and manufacturing base with so many excellent SMEs.
There is a need to upskill the existing workforce from the shopfloor upwards. We
also need to deploy “gaming” type technologies. University based initiatives
channelled into the real world businesses and engineering to ensure technology is
transferred and deployed. Talk of a Fourth Industrial Revolution and Internet of
Things needs to be delivered in practice.
Developing Skills
It is recognised that there are acute skills shortages in both the Black Country and
the West Midlands, however this is a problem of success, although obviously an
acute one, as industry has expanded robustly over the past seven years. This is
confirmed by surveys of businesses in the Black Country which suggest that this is
the key pillar for helping our businesses grow. The Green Paper identifies a
longstanding need for more emphasis on technical education. Moreover, skills
shortages are not evenly distributed throughout the country and relative education
and skills levels are substantial contributors to regional productivity differences. The
UK has a particular shortage of STEM skills and high-skilled technicians below
graduate level. The Government proposes to improve basic skills through changes
to the further education system, together with the creation of a new system of
technical education and seeks to identify sector-specific skills gaps.

mai@westmidlandseconomicforum.co.uk

In conjunction with

&

Page | 11

Page | 12

Although unemployment and economic inactivity rates in the Black Country remain
higher than the national average, it is clear that the upgrading of the skills base will
increasingly have to take place within the context of currently employed labour.
Raising investment in the region’s schools, technical colleges and universities is
important. Equally crucial, however, is the attraction and retention of graduates and
people with technical skills to the labour force.
Whilst education policies are hugely important for long-term success, they take many
years to have an impact. If secondary education standards today were to
dramatically improve overnight, it would take six years for the first beneficiaries to
start entering the labour force and a further fifty years to completely replace the
current labour force. In order to equip Black Country businesses with the skills-base
they need today, targeted mid-career access to new skills and refresher courses, as
well as more technically focussed apprenticeships, are necessary.
The Black Country is likely to need some form of “laddering” whereby existing
employees are up-skilled and those outside the labour force themselves receive help
and training to fill the entry-level vacancies that they leave behind. In practice, this
may mean government incentivising direct liaison between education providers and
businesses in order to ensure that skills provision is specifically relevant to the
businesses at hand.
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Case Study

A&M EDM Smethwick

A&M EDM precision engineer high value components for a range of industries
including aerospace and automotive, offering the UK’s largest commercial wire &
spark erosion along with design for manufacture capabilities. In common with other
manufacturers, A&M face a skills shortage, as a generation retires and has
difficulties recruiting experienced engineers to sustain growth. A&M developed an
apprentice programme. Selection is based on maths grades, an enthusiasm for
making things and self-confidence. The company uses experienced staff to act as
mentors and transfer knowledge to the apprentices.
Within a few weeks apprentices are given responsibilities on commercial work under
mentor supervision. All the apprentices are productive and paid at skilled rates. On
the job training is complemented by academic studies and qualifications at Dudley
College. A&M has six apprentices in a workforce of 57; two apprentices were
finalists in the 2016 EEF Midlands region apprentice of the year awards.
A&M recognise the long-term challenges developing high value engineering skills, as
it takes seven years to train an engineer. Schools and agencies need to promote
STEM subjects and the excitement of working in engineering. Many manufacturing
SMEs are reluctant to invest in apprentices and need HR and administrative support
to manage apprentices.

Case Study: HGV Training in the Black Country
Some 29% of HGV drivers in the Black Country labour force are aged over 50 and
anecdotal evidence would suggest that an acute and specific skill shortage in the
sector is in the process of unfolding, potentially constraining overall output
performance. Businesses are reluctant to pay for HGV training for their employees
because of the risk of them leaving the business once the training is complete.
Employers have tried to use ‘golden handcuff’ agreements to retain staff but these
are often difficult to enforce. The result is a shortage of qualified HGV drivers. The
cost to train an HGV driver is around £1500 – 2000 per employee and the training is
delivered intensively over a 2-3 week period. One potential solution would be for the
Government to step in and consider whether it would be possible to extend the
Apprenticeship Levy to include training (which would include HGV training). This
would essentially transform the apprenticeship levy into an “apprenticeship and
continuous training levy”.
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Case Study

Thomas Dudley

Thomas Dudley has attempted to create positive engagements with local schools.
The Company has found that local business and schools are unable to develop
engagements beyond a low level. There is no meaningful mechanism to make this
happen. The education system needs to include a more inclusive approach to
business within the curriculum and a comprehensive system of work placements and
engagement. In addition government funding needs to be tailored to incentivise
schools and colleges to provide courses that are based on outcomes rather than just
qualifications, as well as to areas where there are skill shortages linked to economic
growth.
Upgrading Infrastructure
The Green Paper has identified that transport infrastructure in the UK lags its
international peers, being the second poorest in the G7. The Green Paper identifies
the fact that enhanced broadband spends could add £17bn to the UK economy by
2024. Whilst some welcome initiatives are contained within the Green Paper,
notably potential support for infrastructure bonds, enhancing the UK’s infrastructure
is likely to require considerable fiscal resources beyond those identified in the Green
Paper.
As the Green Paper identified, there is a considerable imbalance in the regional
allocation of transport funding. This failure to invest in transport infrastructure
throughout the Midlands (including, but not limited to, the Black Country) is having a
negative effect on regional economic performance. The Green Paper’s statement
that government “will take account of the balance of spending per head between
different regions” is therefore wholeheartedly welcome. The funding shortfall is
particularly acute with regard to the rail sector, where spending (capital and current
expenditure) is £143 per head, compared with £746 per head in London. Spending
for the West Midlands is below even that of the North West (£203 per head).
Government investment in “economic affairs R&D” is lower per capita in the West
Midlands than any other English region (£50 per head, compared to £81 per head in
London and £79 per head in the South East).
This is of particular concern for the Black Country as supply chains are critically
dependent upon timely delivery of components to larger tier-1 suppliers and OEMs.
Indeed, using PMI-data, there appears to be correlation between delays in supplier
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delivery times, assumed to be a result of transport congestion, and both output and
productivity growth in the Midlands. This would seem to support anecdotal evidence
that the regional transport infrastructure is at or close to capacity.
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More generally, in order to be able to secure the largest possible pool of labour and
for businesses to take advantage of agglomeration effects, employees need to be
able to commute within a reasonable timeframe. In addition to this, some 4.4% of
the Black Country workforce are employed in transportation and storage (compared
with 3.8% nationally).
Equally crucial for the ongoing success of Black Country businesses is the effective
provision of high-quality, affordable broadband. Increasingly, high value-added
design activities are being carried out remotely and effective broadband is absolutely
key to this. The same is true for the increasing numbers of activities outsourced to
consultants and other SMEs. Similarly, the region’s manufacturers need access to
effective broadband and high-speed internet to facilitate the ongoing roll-out of
Intelligent Manufacturing techniques in the region.
Thus, broadband is increasingly becoming a core component in the regional,
national and international competitiveness of the area, and this can be expected to
increase exponentially according to market consensus. However, data on the
broadband roll-out in the Black Country is partial, although given the area was not
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involved in the first phase of the “Broadband Delivery UK” it is now likely to be
lagging other regions.
Case Study

Thomas Dudley

Thomas Dudley has made a substantial investment of £10 million in its plant in
Dudley. The company is limited to an electrical supply of 6MW. A supply of 10MW
would be required to allow the company’s plant to maximise its investment. This is
not possible without investment in the supply network. The estimated cost to
upgrade the network is £1.5 million. This is beyond the scope of the company's
current investment plans and is constraining business growth. It would be more
appropriate for such infrastructure investment to be made by the electrical grid sector
who deliver the service.
Supporting Business to Start and Grow
The Green Paper identifies that the UK produces many “start-up” businesses, with
the 3rd highest business birth rate in the OECD. Nevertheless, the UK is a relative
failure at producing “scale-up” businesses, which research suggests tend to drive
rapid productivity improvements. The Government has identified access to finance
as a major constraining factor in preventing small businesses from scaling-up to
reach their potential and notes that this issue is particularly acute outside London
and the South East.
Where Black Country businesses are not able to rely on using assets to fund
investments, the current structure of the domestic financial system provides only
limited opportunities for non-asset based funding for commercial propositions.
Indeed, demand for investment and lending is far greater than supply. There is
additionally a need to provide “development ready” sites - appropriate land is in short
supply and remedial work to make good brownfield sites is too costly for many small
private sector businesses to undertake.
Case Study

BCRS Business Loans

BCRS Business Loans has been supporting the growth of local businesses for over
15 years. In response to an ever-growing funding gap in the UK – with figures
predicting that bank lending has been squeezed by £35 billion since 2011 alone –
the not-for-profit lender created dedicated loan funds that are especially designed to
support businesses that are struggling to access finance from traditional lenders.
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Offering loans from £10,000 to £150,000, BCRS has lent over £33.5 million to 2,000
businesses across the West Midlands, with an aim to “leave no viable business
unsupported.”
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Case Study

CK Accountants

A client Black Country Engineering Company with a turnover of £2M benefited from
simplified regional growth fund grants in 2014 which assisted with a capital spend of
over £300K on 5 axis CNC machines. Funding via Lloyds asset finance with grants
totalling £62,000. Without the grant the project would not have gone ahead. This
has allowed the company to maintain full employment and has won valuable new
contracts including beating foreign competition.
The client believes this dramatic improvement in quality and performance of
machinery has ensured its continued existence which would not otherwise have
been the case. At the time RGF grants were issued with a very simple almost one
page application process and were administered directly by the banks which cut out
much of the bureaucracy that often stifles aid in these circumstances. The £62,000
direct grant aid has maintained 18 jobs. We need to ensure small businesses has
simple and easy to access grants and soft loans creating and protecting jobs and
generating tax revenue.
Improving Procurement
The Green Paper’s stated intention of creating more opportunities for SMEs to
compete for public sector contracts has significant positive potential for the Black
Country. The Government’s new focus on the supply chains of companies from
which it procures goods and services is very welcome. One sector where changed
procurement priorities have been identified as a potential positive benefit is the steel
sector. Ensuring that UK metalworking companies (including SMEs, possibly
involved in the broader supply chain) are in a favourable position to bid competitively
for major contracts (such as HS2 or Hinckley Point) would be a boon for the region.
Across Europe, a variety of mechanisms are employed to ensure that governments
take into account the broader impact of procurement decisions. This includes, but is
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not limited to, the environmental, social and economic impact on various locales.
Furthermore, many governments seek to ensure that environmental factors are
taken into account (perhaps by applying a penalty related to the environmental costs
of transport per mile outside a 50 or 100 mile radius of the project in question that a
company is based).
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Greater use of Procurement portals for large projects such as HS2 can not only drive
economic growth but enable improved procurement bidding processes. In addition,
liaison between local councils and local businesses has been under-utilised. Any
procurement portals need to build on and learn from previous experiences such as
the process for the London Olympics 2012
Case Study

High Value Manufacturing (HVM) City

HVM City is an interactive platform bringing together the region’s total investment
opportunity with its ambition to support 10,000+ businesses, whilst at the same time
drawing on major capital programmes both in the UK and globally.
HVM City is the Black Country’s multi-purpose platform for:
Promoting inward investment opportunities:
-Driving supply chain development and integration
-Supporting strategically important major contract delivery
Visit http://hvmcity.co.uk/ for more information
Encouraging Trade and Inward Investment
Whilst the Green Paper identifies the importance of exporting (many economic
studies show that firms that export are significantly more productive, in addition to
having greater resilience due to diversification), it is less clear what policy options
are likely to be adopted to support this. Initiatives such as expanding export credits
and doubling export finance capacity are welcome, but past credit histories of these
and similar British institutions, particularly in their willingness to provide credits at the
levels export-orientated SMEs have the capacity to utilise, is less than positive.
Consideration also needs to be given as how the Department of International Trade
articulates the British export message overseas, and whether it should pursue a
more assertive strategy, such as that pursued by Germany and the Netherlands, or
continue with the current regime adopted previously by UKTI and British Chambers.
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Serious consideration should be given as to whether the Scottish Trade International
structure should be replicated, at least in part, for the English regions.
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The Black Country and wider West Midlands economy is strongly export orientated,
having seen remarkable growth over the past decade. Compared to the previous
2008 peak, regional exports have grown some 58%, compared to some 14% for the
rest of the UK (i.e. the UK excluding the West Midlands). Machinery and transport
equipment comprise the largest component of West Midlands goods exports,
comprising 63.7% of exports during 2016. Future prospects for trade are mixed and
will depend on a variety of factors including, but not limited to:


The effectiveness of Department for International Trade interventions and
overseas postings at exploiting market opportunities for the region’s
businesses.



Infrastructure improvements (particularly in terms of accessing critical export
routes and air freight, potentially involving investment in Birmingham Airport).



International market conditions.



The establishment of free trade agreements and reciprocal reduction of nontariff barriers to trade.



Other factors affecting international competitiveness (notably exchange rates
and unit labour costs).
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Government support for “global trade fairs”.

If further growth is to be achieved a strategy should be developed on how to access
a range of smaller, more culturally diverse and regulatory specific economies. It is
surprising to find that the current trade levels that the region achieves with Japan,
Hong Kong, Mexico and Taiwan are so low, as well as the apparent complete
absence of trade with Malaysia, Vietnam and Indonesia. As a result further research
is needed in this area.
Air freight is a significant factor in stimulating merchandise export performance,
although only equivalent to approximately 3% of the total volume of global exports, it
carries in the region of a third in terms of value with a large proportion transported in
the belly-hold of long-haul flights. Within Europe, rival economies appear to be
supported by a much more sophisticated infrastructure of connectivity. Germany
possesses not only Frankfurt airport, which handled 2.3 million tonnes of air freight in
2013 but two other airports, Leipzig (1 million tonnes) and Koln (800,000 tonnes)
ranked in the global top 50, as well as other airports with significant air freight
capacity. In contrast, the UK has only one ranked airport, Heathrow, which has been
flat at about 1.5 million tonnes for the past decade.
There is a need to reverse the focus on targeted outputs since April 2016 based on
digital engagement. This has seen a lack of knowledge of personal interaction on the
ground with exporters. Exporters need intelligent human resource support on their
home turf in the UK as well as in areas of export from local embassies, consulates
and high commissions. Cuts to human resources, both domestically and in overseas
representations, have created increased difficulties for the delivery of meaningful
value-added assistance to local businesses.
Targets based on outputs are too dogmatic and do not represent the reality of
competitive international political, commercial and financial environments. £1 trillion
exports by 2020 and 100,000 exporters are based on optimistic assumptions and of
the composition and capacity of the SME in the English regions. There is no ‘onesize fits all’ – an approach that is applied by the current system.
Efforts would be better placed by supporting past and current exporters and
maximising their opportunities to develop. In instances where there is a clear
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business case ‘First Time Exporters’ (FTEs) can also add value to UK PLC’s bottom
line and hence they should receive appropriate support. More investment in ITA
teams and extended documentation contracts are needed.
The Industry Strategy also needs to address the domestic value added component in
exports, which although currently on par with our European competitors is
substantially below that of Japan and the USA. Increasing the value of domestic
components in exports would obviously reduce the re-export component and hence
imports and boost domestic output as a result of import substitution.

There are other ostensibly domestic policies that could have an impact on external
performance, both in terms of exports and inward investment, but perhaps the most
immediate for the West Midlands would be the creation of a West Midlands Free
Trade Zone. The Birmingham Airport and NEC combined site would seem to offer
the most suitable potential to replicate the success of such similar structured zones
in Singapore and Hong Kong.
Case Study

Boss Design

This is a leading office furniture design company from the West Midlands. Boss’s
Phil Duggan is one of the Midlands Engine’s 28 Export Champions who will work
with the Department for International Trade (DIT) to inspire others to either export for
the first time or to export more.
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The company has worked with the Black Country international trade team since last
year as it makes strategic plans to grow its business overseas. Boss has very strong
plans for export and new markets.
The company, which exports to 14 countries has recently invested in manufacturing
facilities in North Carolina, USA, and is aiming to enter new markets in Europe and
USA over the next few months.

Case Study

Marstons

Marston’s has been exporting successfully for over 10 years Internationally. This is in
line with their Export Strategy, meaning they now have a portfolio recognised by ale
consumers in 60 countries across the globe.
Within the last 18 months they have been able to gain a strong foothold in China,
which is a growth market for British ales. Securing sound relationships with China’s
fifth biggest Importer, China Resource, Wychwood Hobgoblin now has its place
within 3500 of China Resource’s distribution stores including Ole and Vanguard.
Sarah Deeming, Export Controller for Marston’s, attended FHC Shanghai a large
Food and Drink event in China at the end of last year which gave the Wychwood and
Marston’s brands a platform alongside other English brewers, organised by the
Department for International Trade and under the GREAT campaign.
Delivering Affordable Energy and Clean Growth
The efforts to reduce the negative environmental impacts of energy generation, and
indeed of output generally, need to be achieved within options that are both
commercially and economically viable.
Britain is currently transitioning to a lower-carbon economy. The Green Paper
outlines some concerns that this may have increased costs to businesses
heretofore. As the Green Paper identifies, the importance of energy costs is not
even across businesses. Moreover, whilst energy costs may make up only 3% of
costs on average, in businesses where turnover is large relative to profits this is
likely to have a significant effect on international competitiveness at the margin.
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Electricity prices have diverged from those of our European peers in recent years.
Green levies and other non-recoverable taxes explain only a fraction of the rise in
energy costs for large users. The exchange rate can explain a significant fraction of
the year-to-year deviation (particularly the rise in 2015 relative to 2013), but not the
longer-term trend. In particular, wholesale costs of gas, oil and coal are set globally
and exchange rate fluctuations have little effect on these.
Two factors, therefore, stand out: firstly, network costs in the UK are high relative to
countries like Germany. Secondly, and most crucially, energy and supply costs have
increased dramatically in the UK, even though they have fallen in other markets over
the past decade. The reasons behind this are myriad and complex, but ultimately
the British energy market is disadvantaging heavier industrial users relative to their
continental counterparts. More direct intervention may be required, such as through
securing medium-term supply contracts and lessening the recourse to spot market
trading.
The West Midlands (and particularly the Black Country) has one of the largest
concentrations of metals manufacturing expertise in the country. The metropolitan
area (Black Country plus Birmingham, Coventry and Solihull) alone accounts for
almost 10% of the UK’s metals GVA by value. The wider West Midlands region
produces more GVA in metals than the entire South East, Greater London and East
Anglia combined. Since this sector is a relatively intensive user of energy, it should
come as little surprise that the region’s manufacturing heartland has been
significantly affected by fluctuations in relative energy costs in recent years.
Business needs continuity of energy supply at internationally competitive prices.
Moreover, there is a need to invest in smart solutions: alternative fuels, fuel efficient
HGVs and state-of-the-art electric charging points for electric vehicles.
Case Study

Keltruck Scania

Keltruck are supplying Scania trucks using game changing technology. Scania in
partnership with Waitrose, CNG fuels and Agility have developed CNG fuel systems
lorries that are able to cover longer distances before needing to re-fuel.
This technology is a cost effective alternative to diesel. Biomethane is some 35%
cheaper and reduces CO2 emissions by up to 70% with a range of circa 500 miles.
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Initial truck costs are higher but can be re-covered within 3 years with reduced
running costs.
Cultivating World-Leading Sectors
This is perhaps the most complex aspect of developing the Industry Strategy.
Sectors that may look laden with prospects may ultimately prove transient, such as
the CD production sector. Similarly, much vaunted export markets, such as the
BRICs, may prove difficult to penetrate given regulatory and extensive non-tariff
barriers. Any strategy therefore needs to be robustly evidence based and flexible,
concentrating on providing a platform for all sectors rather single out specific sectors.
Nevertheless, this should not preclude ensuring specific sectors enjoy comparable
trading and taxation regimes that equivalent sectors in rival economies enjoy and
market access on a basis of reciprocal equality.
Whilst much research and development in the West Midlands is carried out by
private companies, it has been facilitated by government initiatives such as the
Advanced Propulsion Centre, MIRA and the Manufacturing Technology Centre. The
challenge, therefore, is for the Black Country and wider region to build upon these
tangible successes. Government can help facilitate this process by ensuring that the
right incentives are in place for companies to conduct such research.
This is likely to involve supporting and expanding regional centres of excellence as
well as directly incentivising R&D in the tax system. For the Black Country in
particular, with its SME-based economy, shared resources (including technology
parks with technical facilities) and effective collaboration with higher education
partners are likely to be crucial. It is important to collectively tap in to existing
organisations such as the Chambers of Commerce, IoD, CBI, FSB and EEF.
Case Study

A&M EDM Smethwick

The company is engaged in precision engineering of high value components in the
aerospace, automotive, defence, Formula 1, and production automation sectors;
manufacturing components for jet packs, hypersonic engines, space exploration,
deep sea equipment and UAV engines.
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This requires sustained investment in machinery, facilities, skills and quality
accreditation and environmental certification. Recent investment includes:
- 2014 £4m expansion into a second 41,000 square foot factory and new machinery
including the world’s largest capacity linear motor drive wire cut EDM machine.
Page | 25

- -2015 £500k quality assurance measurement to validate work to micron tolerance
-2016 - development of bespoke engine testing facility
A&M adds value as a manufacturing R&D partner. This year solving problems for an
aerospace customer with a new engine gearbox component. A&M is also developing
a new small UAV multi-fuel operation power unit, supported by a NATEP (National
Aerospace Technology Exploitation Programme) grant.

Case Study

East End Foods

This family run business is chaired by Mr. Tony Deep Wouhra MBE. It employs circa
340 people and had annual sales in excess of £195M in 2016. EEF PLC is a market
leader in the development, manufacturing, supply and distribution of Ethnic Foods to
the UK market.
They are suppliers to Tesco, Asda, Morrisons, Waitrose, Aldi & the Co-Op. Export is
a growth area for the business. Exports of spices, lentils and rice under the East End
brand to Spain, Italy, France, Holland, Germany & Scandinavia, now accounts for
12% of the company’s sales.
The company has a production plant and two distribution centres in the West
Midlands. EEF PLC boasts approx. 450,000 sq.ft. of high quality floor space.
Recent Investments in the company’s Aston site of circa £10.5M have added a
further 120,000 sq. ft. of high quality floor space and a Food Technology Centre with
a showcase Urban Farm which boasts the latest technology in vertical farming fed
via state-of-the-art hydroponics.
The company is highly dependent on the international market, both for imports and
exports as part of its strategic global expansion programme. East End Foods has
recently acquired a wholesale distribution warehouse in Italy which it plans to open in
June 2017. The company has also formed a strategic alliance with a large spice
processor in Pune India where it will be able to sort, clean and grind spices to the
exact high standards it achieves in its UK plant.”
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Driving Growth Across the Whole Country
Many of the key aspects needed to drive growth in the Black Country overlap with
needs in other pillars of the Industrial Strategy. In particular there is a need to
address skills issues: the proportion of Black Country residents educated to NVQ4
and above is 22.4% – massively below the figure for Britain as a whole of 37.1%.
The Black Country needs to upskill an additional 90,000 people at this level to get to
the national average.
Black Country businesses need targeted mid-career access to new skills and
refresher courses, as well as more technically focused apprenticeships to achieve
required growth. This may mean government incentivising direct liaison between
education providers and businesses in order to ensure that skills provision is
specifically relevant to local businesses.
Similarly, overcoming our infrastructure deficit is a necessary precondition to driving
growth. Openreach has not invested enough in upgrading Britain’ system from
copper to a modern all-fibre network. The UK is currently ranked 19th globally for
average download speeds at 14.9Mbps. In contrast, the Republic of Ireland aims
that by 2022 every address will have at least 30Mbps broadband speeds.
Creating the Right Institutions
There is a need for regionally and locally based government and economic
institutions where effective decision making can take place, properly resourced and
targeted to deliver meaningful effective change. These include new Combined
Authority Mayors and existing agencies, supported by, and in genuine collaboration
with, national institutions.
Ensuring institutional longevity and integrity, not a noticeable feature historically of
central government policy, as well as establishing local and regional credibility seem
key prerequisites to provide the institutional framework to support a successful
Industrial Strategy.
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Industrial Strategy Responses

Q1. Does the document identify the right areas of focus: extending our
strengths; closing the gaps; and making the UK one of the most competitive
places to start or grow a business?
These are good areas for focus, although it is important that this is carried out across
the UK – including the English regions. Currently, many English regions are
seemingly placed at a disadvantage by the apparent focus of national government
on London and the South East and the devolved nations.
There is a potential lack of focus on housing. Whilst the Government’s White Paper
on housing deals with this, housing also plays a key role in any industrial strategy. It
could be argued that “social infrastructure” is generally underplayed in the document
– housing is an important element of this but more widely the “quality of place” and
liveability of areas is an important factor in attracting footloose investment and
encouraging highly-skilled people to remain.
Furthermore, the Green Paper also needs to recognise the necessity and challenges
of providing a competitive portfolio of investment sites to accommodate growth. This
is a particular issue in the Black Country where our evidence shows that a lack of
shovel ready sites is holding back growth. This is reflected in the findings of the
West Midlands Land Commission
https://westmidlandscombinedauthority.org.uk/media/1743/adocpackpublic.pdf
As a result, it is important to ensure that government focus remains on the ‘place’
element of any industrial strategy – reducing the disparities of growth/productivity
between different places. Because place has not been a feature of previous
industrial strategy thinking, we have not addressed the tensions created by
economic expansion over the last few decades. The opportunities and strengths of
different areas, rather than their shortcomings, should be emphasised.
References:
Midlands Perspectives (various)
BCU Discussion Paper: Making a Success of Brexit
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Q2. Are the ten pillars suggested the right ones to tackle low productivity and
unbalanced growth? If not, which areas are missing?
The ten pillars identified in the document make up the core of what the UK needs to
ensure future growth. However, there are one or two areas which might profitably be
added to the document. In particular, leadership and management training should
be a priority given evidence that this is a key factor contributing to lower productivity
in the UK relative to its G7 peers. Similarly, greater emphasis could be put on adult
skills/lifelong learning. Finally, while housing is included within the detail of pillar 3,
greater detail of the links between the Government’s industrial strategy and housing
would be a welcome addition.
Whilst the factors driving UK productivity vary from sector to sector and from
business to business, research shows that there’s a need to upskill the workforce
(with emphasis on leadership and management). As well as a lack of investment
stifling productivity across sectors, recommendations on how public policy can create
the right environment to incentivise capital investment include targeting recruitment
and training, ambitious product market strategies and new technologies.

Place-based strategies are needed to take account of the very different economic
structures around the UK. In the Black Country, manufacturing remains extremely
important, making up around 17.5% of the total economy (compared to under 10%
for the UK as a whole). Unlike many parts of the UK, manufacturing has increased
as a proportion of the total economy since the recession. Including other industries
in the “production” sector pushes this total to well over 22%. Moreover, even this
does not capture the true importance of industries in the productive sector: as stated
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previously, research indicates that the line between manufacturers and service
industries is becoming increasingly blurred in the region.
Many service-sector enterprises rely extremely heavily on the production sector for
their revenues. This is partly a result of the fact that activities that would previously
have been carried out “in-house” by manufacturers are now outsourced. Moreover,
a substantial part of what is officially classed as “service-sector” activity in the region
pertains to engineering and technical testing.
In short, whilst it might be correct to argue that the economy of London and the
South East is “post-industrial”, this is emphatically not the case for the Black Country
and West Midlands. One key area driving growth for these manufacturers is
servitisation: the selling of services associated with manufactured items. The next
iteration of the Government’s Industrial Strategy may wish to look at ways in which it
can facilitate and encourage this trend – particularly for SME manufacturers who
may not have access to the technical expertise and financial wherewithal of larger
firms.
Perhaps unsurprisingly, whilst larger manufacturing firms have been adept at
servitising, smaller companies have yet to embrace the trend. Nevertheless,
evidence from smaller niche firms in Germany’s Mittelstand suggests that, for many
firms, servitisation is both a viable route to survival in an increasingly costcompetitive environment and economically essential in the medium term. Examples
abound including Adidas’s “runtastic” service and digital monitoring as well as the
sheet metal specialists (TRUMPF) using sensor data and mobile apps to offer valueadded digital services.
Similarly, one Black Country manufacturer involved in what was once seen as a
simple “metal bashing” role now offers CAD services as well as the final product to
customers. This, together with their proximity to customers, quick time-to-market
and responsiveness to customer needs enables them to compete effectively with
lower-cost international competition. Indeed, on a broader level it is effectively these
attributes that are driving what has been termed the reshoring phenomenon, but
perhaps more correctly should be termed proximity manufacturing. Anecdotally, our
research would suggest that a relatively small proportion of SMEs have thus far

mai@westmidlandseconomicforum.co.uk

In conjunction with

&

Page | 29

embraced servitisation. It is therefore clear that the process has a long way to run
and that it will eventually need to become ubiquitous in order to ensure Black
Country manufacturers survive and prosper.
References:
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BCU Discussion Paper: Making a Success of Brexit
WMEF: WMCA Economic Update February 2017Update
WMEF: Birmingham Airport – Stimulating Revival
WMEF: Exports, Economics & Connectivity
The Whitacre Link: Improving Central England’s Connectivity
MEF: Midlands Manifesto – Infrastructure for Growth
WMEF: Developing a Global Gateway for Air Freight Services
WMEF: Telford and Wrekin: Competitiveness and Growth
WMEF: Advanced Manufacturing – The Impact of Connectivity on Location in the
West Midlands
BCU Discussion Paper: Assessing the Secondary Impact of Manufacturing in the
Midlands
BCCC: Developing a Transport & Communications Sector Policy
BCCC Policy Campaign Brief: The Business of Transport – Black Country Solutions
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Q3. Are the right central government and local institutions in place to deliver
an effective industrial strategy? If not, how should they be reformed? Are the
types of measures to strengthen local institutions set out here and below the
right ones?
There is a focus on local institutions on a nation basis, but not on any of the English
regions. Due to the significantly different economic structure of the Black Country
and wider West Midlands vis-à-vis London and the South East there is a real need
for regional institutions able to make funded policy decisions that are bespoke to the
region’s economy. Additionally, there is, as stated previously, a perceived bias
towards London and the South East in English policy.
Regional government should be seen as the place where decisions and changes are
made, with more than just the power to create another conversation. Further
devolution will give places the tools and ability to succeed. Furthermore, local
institutions (e.g. LAs, LEPs, businesses and universities) need to work with common
endeavour rather than separately of each other.
It is also important to recognise that the future of the nation will relate to networks of
cities and their rural hinterlands rather than cities acting in isolation. The RTPI
response to the National Infrastructure Commission Call for Evidence (February
2017) emphasises that a clear set of national spatial priorities to complement
sectoral strategies is necessary to act as a strong platform for infrastructure
investment.
References:
BCU Discussion Paper: Making a Success of Brexit – WMEF
WMEF: WMCA Economic Update July 2016
MEF: Proximity and Innovation: Catalyst for Growth
BCU-WMEF Joint Submission to the Business Innovation and Skills Select
Committee: Enquiry Looking at The Northern Powerhouse and Midlands Engine,
Focussing on Whether the Government’s Devolved Arrangements Can Deliver
Improved Economic Growth and If These Models Could Be Adopted By Other
Regions.
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Q4. Are there important lessons we can learn from the industrial policies of
other countries which are not reflected in these ten pillars?
There are obviously lessons to be learnt from policy and economic experiences
elsewhere internationally, however rather than import such policy arrangements
wholesale, these experiences should inform the potential direction of organic growth
of policy and institutions in England.

Perhaps the most important lesson to be drawn from international experience, is the
need for institutional stability and clarity of purpose. Governmental institutions take
considerable time to bed themselves in, and for local communities to take ownership
of such institutions. Britain has been prone to repeated radical institutional reforms
at sub-national levels that in themselves may have been beneficial, but have
negated the positive effects of continuity. If the Industrial Strategy reverts to simply
being another exercise in institutional restructuring its success may prove limited.
However, the current responsibilities for local economic policy-making appears
complex, within the context of an already asymmetric national structure of
devolution. Clarification of how the new West Combined Authority, its constituent
and non-constituent members, LEPs and observers are allocated the responsibility
for local articulation of economic policy would however been beneficial, especially if
there is an emphasis on delivery rather than generation of economic literature.
Notably, the UK Government should draw on the examples of other countries with
regard to regional devolution of government competencies and resources, in order to
improve access to institutions for businesses and enable relevant decisions to be
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made in and for the region in question. For example, in Germany there is a system
of regional banking and labour offices, which have support from national institutions
in terms of market trends and specialist financial advice such as export finance. This
provides businesses on a local level with direct access to institutions, which have
connections to the national institutional infrastructure, and enables them to access
high quality information and support through a timely and relevant system.
Currently, local government in England simply has the power to create another
conversation; if more power were to be held locally, then businesses could be dealt
with more quickly and decisions could be made which suit the needs of the local
economy. “Administrative guidance” is at the core of Japanese industrial policy, as
well as the close cooperation of the public and the private sector. Collaboration
between the triple helix of the private, public and University sectors would be easier
to achieve on a local level between local institutions if more decision making power
was devolved to local government.
National public spending is also a key issue compared to many other countries, for
example the need to bring UK investment in R&D and infrastructure in line with the
OECD average.
References:
WMEF CA: Russian Federation
WMEF CA: United States of America
WMEF CA: People’s Republic of China
WMEF CA: Republic of India
WMEF CA: Republic of Nigeria
WMEF CA: Republic of Ghana
WMEF Regional Export & Investment Programme Presentations
WMEF Global Trade Fair Series
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Pillar 1: Investing in Science, Research and Innovation
Q5. What should be the priority areas for science research and innovation
investment?
There needs to be greater commercialisation of research done in UK universities,
and more patent publications should be a target. Research funding should be
focussed where there is industry demand if the Government is not going to pick
winners. Furthermore, research is needed into the impact of EU funding flows and
action, including designing fiscal replacements, should be taken to mitigate the
consequences of the repatriation of these resources and responsibilities to Britain.
Due to its strengths in areas where business spending on R&D has traditionally been
substantial – particularly the automotive, aerospace and precision component
sectors – the Black Country and wider West Midlands are ideally placed to support
business-focussed research and innovation investment.
In particular, on a local level this must be aimed at areas of existing expertise – i.e.
sectors identified as important and specialised in the Black Country. Areas of
specialism are identified in the LEP’s Smart Specialisation Plan, the recent Science
and Innovation Audits for the Midlands Engine & WMCA, and in earlier studies which
take into account the sub-sectors in which the Black Country has its largest location
quotients.

Within manufacturing, disruptive technology, servitisation and connected systems
are areas of growing importance. Additionally, the Very Light Rail Innovation Centre
to be built in Dudley gives the region an opportunity to host a specialism within the
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light rail sector. The inherent strength of the manufacturing base in the Black Country
is demonstrated by the number of sectors and processes where Dudley, Sandwell,
Walsall and Wolverhampton, measured by location quotient, rank in the top ten
nationally for that sector.
It is also evident that given the predominantly small, indeed micro-enterprise
intensive economic structure and their business nature, whereby each individual
component is only part of a larger product, that E2E, rather than B2B, competitive
exchange of ideas facilitates continuous product innovation and refinement. In an
economy dependent on significant FDI and foreign ownership particularly of mediumsized enterprises, it is probably more appropriate to consider enterprise-to-enterprise
(E2E) interactions, rather than business-to-business (B2B) links where decisions are
made often at a great distance from the actual production activity.
According to the recent Science and Innovation Audit, the University of
Wolverhampton was found to have specialisms in aeronautical, mechanical,
chemical and manufacturing engineering and an “emerging competency” in food
science and agronomy & crop science.
More generally, innovation in sustainable construction in the Black Country has been
identified as a key innovative area. Similarly, emerging technologies in the transport
sector (including automotive, aerospace and rail) are all local areas of considerable
expertise with Jaguar Land Rover, MOOG, UTC Aerospace, Alstom and many
others having a presence in and around the Black Country (together with a
substantial local supply chain).
The University of Wolverhampton ranked 9th out of 167 institutions in terms of the
number of Knowledge Transfer Partnerships (KTPs) delivered over the 2010-2016
period, according to the Midlands Engine Science and Innovation Audit.
References:
WMEF: Black Country Perspectives - Aerospace Precision
WMEF: Black Country Perspectives - Premiership Location
WMEF: Proximity and Innovation - Catalyst for Growth
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Q6. Which challenge areas should the Industrial Strategy Challenge Fund
focus on to drive maximum economic impact?
Investment in broadband is needed given how far behind the rest of the world the UK
appears is in this regard. The Black Country faces a particular challenge here with
average speeds notably slower than in many other regions. This is a real practical
barrier for many businesses in the area. Increasingly, high value-added design
activities are being carried out remotely and effective broadband is absolutely key to
this. The same is true for the increasing numbers of activities outsourced to
ManuServices and other SMEs. Similarly, the region’s manufacturers need access
to effective broadband and high-speed internet to facilitate the ongoing roll-out of
Intelligent Manufacturing techniques in the region.
All of the target areas will be important to future economic growth, but focus areas
should be where there is greatest demand from industry. A further resource lacking
in the Black Country is the availability of laboratory and prototyping space required in
today’s economy to capitalise on speed to market/first mover advantages – too often
local firms end up as followers not leaders. This is a particular issue for the SMEs
that make up the backbone of the Black Country economy, who need access to
laboratory and prototyping space as, unlike larger firms, they do not have sufficient
scale to be able to fund and run their own labs. The University of Wolverhampton’s
impact on the economy is inhibited as it does not have the flexibility of space to
support tenants wishing to expand or test and prototype new product ideas to
capitalise on speed to market/first mover advantages; relocation outside the area
often being the only solution.
References:
BCU Discussion Paper: Making a Success of Brexit
BCCC: Developing a Transport & Communications Sector Policy
BCCC Policy Campaign Brief: The Business of Transport – Black Country Solutions
BCU Discussion Paper: Assessing the Secondary Impact of Manufacturing in the
Midlands
Advanced Manufacturing – The Impact of Connectivity on Location in the West
Midlands
MEF: Midlands Manifesto – Infrastructure for Growth
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Q7. What else can the UK do to create an environment that supports the
commercialisation of ideas?
Involving industry in government sponsored research is likely to improve the
commercialisation of research in future. Additionally, technical institutes such as the
Advanced Propulsion Centre and Manufacturing Technology Centre are welcome
initiatives. For an SME-dominated economy like that of the Black Country, further
work to facilitate collaboration between small (but nevertheless innovative)
businesses and regional universities is likely to lead to the implementation of
increasingly technologically sophisticated techniques amongst SMEs in both
manufacturing and services. Greater support for academics who wish to
commercialise their ideas is also likely to be an area that the Government seeks to
invest in.
The lack of laboratory and prototyping space inhibits the area’s ability to support
innovative businesses with research and testing. Any measures to extend this kind
of space in the Black Country would be useful for its research and innovation
performance and in converting this into viable products for market.
Public bodies have the general power of competence which allows them the legal
basis to commercialise ideas. The Public Contracts Regulations provide the
opportunity for public sector organisations to develop ideas in partnership with third
parties through the Competitive Negotiation and Innovation Partnership procedures.
Support to develop a greater understanding of opportunities for commercialisation
which builds on the existing work of the Local Government Association would be
advantageous. Tax incentivisation schemes, such as the Patent Box, need to be
considered to stimulate not just pure research, but continuous product development
and enhancement.
References:
Patent Box, Paul Harris, PWC, 29/05/2012
R&D Tax Relief, Katie Ettenborough, PWC, 29/05/2012
Fostering Research and Development, Simon Parkes, TBAT Innovation Ltd.,
29/05/2012
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Q8. How can we best support the next generation of research leaders and
entrepreneurs?
One area of particular concern is the potential for rapid reduction in funding flows to
universities, and additional difficulty in participating in pan-European research
programmes following Brexit. Replacement of EU research funding for the future is
vital to ensure our researchers continue to have importance on a global scale. Also,
the UK must remain within the ERASMUS programme. There should be more
availability of funding for Masters Students, lack of funding is often a barrier and then
prevents students to go on to PhDs, and more funded positions for PhD students to
reduce financial barriers there.
The public sector needs to create the right conditions for winners, and science and
innovation investment will be important. As a percentage of GDP, UK spending on
R&D has fallen over the last five years. During the same period German R&D
spending has risen as a percentage of GDP and China’s has increased by 100% in
dollar terms. It should be noted, however, that business R&D has actually increased
from 0.96% of GDP in 2004 to 1.11% of GDP in 2015 and the West Midlands region
has been at the vanguard of this.
Nevertheless, research shows that many SMEs do not see R&D as a financial
priority due to excessive costs and the perceived high rate of failure. Difficulty in
gaining a competitive advantage from R&D may also play a role. On the whole,
small firms also have a restricted view of the demands of OEMs and tier-1 suppliers
and feel unable to engage with such large firms and compete with their overseas
suppliers. Government innovation support mechanisms are often patchy.
The additional funding pledged by government to establish institutes of technology
as well as the deepening of maths education in secondary schools is welcome. The
new T level qualification could be an innovative route to pursue. Equally good news
is the up to £5bn a year of new industrial investment by 2020.
References:
Patent Box, Paul Harris, PWC, 29/05/2012
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Q9. How can we best support research and innovation strengths in local
areas?
Deepening the triple helix of public sector, business and university interaction is
crucial. The lack of adequate connectivity and infrastructure in many areas prohibits
and restricts links between universities and businesses. Use of science parks to
bring local businesses and universities together and to create hubs of research and
better use of Catapult Centres is needed. This could include setting one up in the
Black Country to meet the need for specialised manufacturing support in emerging
technologies.

The Black Country and wider West Midlands has a number of research and
innovation strengths to build on and this could be done through already suggested
measures such as extending the capabilities of local universities and raising
investment in key specialisms. This would create the right environment for research
and to thrive, particularly within sectors and areas of strength. Significant growth in
key sectors offers major manufacturing and innovation opportunities and is directly
aligned to the sector strengths of the Black Country.
Whilst more resources will be required if there is to be a major rebalancing of the
economy, this investment could be crucial in raising the GVA of the Black Country.
Providing the right mechanism to connect smart technology to universities with a
local focus, colleges and local businesses will be crucial to improve R&D delivery for
mai@westmidlandseconomicforum.co.uk

In conjunction with

&

Page | 39

the Black County. This will need to include funding to deliver Science and Innovation
audits.
References:
Patent Box, Paul Harris, PWC, 29/05/2012
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R&D Tax Relief, Katie Ettenborough, PWC, 29/05/2012
Fostering Research and Development, Simon Parkes, TBAT Innovation Ltd.,
29/05/2012
BCU Discussion Paper: Assessing the Secondary Impact of Manufacturing in the
Midlands – MEF
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Pillar 2: Developing Skills
Q10. What more can we do to improve basic skills? How can we make a
success of the new transition year? Should we change the way that those
resitting basic qualifications study, to focus more on basic skills excellence?
There should not just be a focus on young peoples’ qualifications, but on continuous
development throughout an individual’s lifetime. In the Black Country, there is
considerable scope for upskilling, which would improve the region’s productivity
performance. With regard to this, there is also increased opportunity and need to
develop a more defined set of college clusters specifically at the higher levels,
leading to more clarity on specialisms and specific college leads. Raising investment
in the region’s schools and maintaining existing funding flows to universities and the
region’s wider research infrastructure is key to addressing skills shortages.
There should be an emphasis on functional skills throughout school, including digital
skills as well as literacy and numeracy, as these are the basis on which further
qualifications are built. More teachers with specialist knowledge of STEM subjects
must be introduced into schools. To encourage this, the bursary system should be
extended for STEM subjects and repayment of fees for teachers should be capped
for these subjects.
Teachers should also be required to spend some time in industry – a compulsory
professional development requirement – so that they better understand industry and
the business environment and students’ education should include some element of
workplace experience during their time at school. Placing technical skills on an equal
footing with academic skills will also help to reduce skills shortages in STEM areas in
the Black Country. Skills development must be supported by significant further
devolution of powers and flexibilities, with particular priority for local direction of skills
and employment strategy and commissioning. This would enable the needs of local
businesses and local communities to be met, particularly in areas of skills shortages.
Progress made by the City Challenge Programme is an example of techniques which
have been successful in the region in the past. City Challenge was underpinned by a
belief that the educational problems facing urban areas should be addressed at area
level, with improvements made in the three challenge areas – of which one was the
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Black Country. In the evaluation of the programme, it was deemed responsible for
improvements in performance in the three regions, but also noted that a longer
timeframe for the programme could have maximised the benefits. Specific
improvements made by the programme were:


The percentage of primary and secondary schools below the floor target
reduced significantly in the Black Country (more so than the national average
& other two challenge areas)



The percentage points for improvement (primary) was greater than that of the
national average.



In each challenge area, improvement during this period for secondary
attainment was greater than the national average, with the Black Country
showing the largest increase in attainment.

References:
Midlands Perspectives (various)
WMEF: WMCA Economic Update February 2017UPDATE
BCCC: Developing a Transport & Communications Sector Policy
BCCC: Policy Campaign Brief: The Business of Transport – Black Country Solutions

mai@westmidlandseconomicforum.co.uk

In conjunction with

&

Page | 42

Q11. Do you agree with the different elements of the vision for the new
technical education system set out here? Are there further lessons from other
countries’ systems?
Technical education must be industry led and localised, so the skills pupils are
taught are what is needed and demanded by industry. Development of experience is
also important alongside the technical skills learnt, for example, more initiatives such
as those at the Manufacturing Technology Centre.
In the Black Country there is a clear lack of young people qualified in STEM subjects
coming through the system to replace an ageing workforce, which links to poor IAG
and an apparently unattractive image of the engineering/manufacturing sector in
schools. The replacement pool of employees suitably qualified in skilled occupations
is limited and there are skills shortages at Level 3 and 4 for engineers and technician
staff. Management teams require more leadership skills to unlock growth and export
opportunities in high value markets. There has been a general underinvestment in a
sector which requires high level numeracy/IT/literacy skills and is more dependent on
higher level skills.
Investment in technical skills fits in with the Black Country’s need for upskilling in
manufacturing, and there’s now potential for investment in Institutes of Technology.
These will enable more specialist training to be undertaken – but this needs to be
employer led and focussed on the locality. The importance of better
vocational/technical education is widely reported – the skills shortage in
manufacturing is holding back growth.
Important to the Black Country is a focus not only on the expansion on the provision
of STEM skills but also the career path of STEM pupils and graduates into
transformational sectors and related pathways. With regard to the new Institutes of
Technology there are many questions around how these will function: if the
government wishes to attract teachers with the technical competence and industrial
experience it aims to, then it must adopt a more attractive package for potential
teachers.
Investment is needed in the Black Country, since poor facilities and out of date
equipment is constraining the ability of training providers to meet skills gaps
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identified by businesses in our priority sectors. The “parity of esteem” between
vocational and academic qualifications can be underpinned by ensuring pupils and
teachers have impartial careers advice from school, driven by relevant local labour
market information. Ofsted must begin to recognise the level of success achieved by
students following non-academic routes and also link the ‘outcomes’ associated with
the students (e.g. employment, entry into further or higher education,
apprenticeships, etc.) to the performance grading of the schools.

Unemployment and economic inactivity rates in the Black Country remain higher
than the national average. It is nevertheless important to note that close to a quarter
of those deemed economically inactive are registered students, and that additionally
almost 17% actually wanted a job. However, upgrading of the existing skills base of
the current labour pool will be required. Greater consideration of in-career training
needs to be actively pursued, and therefore the German Kursarbeiter model should
be examined as a potential solution during periods of economic or sectoral downturn.
This would both maintain staff at the company and improve its technical skills-base.
References:
MSTG Briefing Note: UK Steel Sector April 2016
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Q12. How can we make the application process for further education colleges
clearer and simpler, drawing lessons from the higher education sector?
There is currently a complex system in place, so centralising the Further Education
application process would enable prospective students to explore all of their potential
options. However, if the Further Education sector is going to become more like the
higher education sector, with students travelling far away from home to study, then
there needs to be a corresponding funding and loans system for the Further
Education sector to enable students to travel away from home in order to take up
places on courses. Since such students often tend not travel as far as University
students, a regional system might be a more cost effective solution.
There needs to be more information and advice about future career options in
schools, especially apprenticeships, as some schools still don’t actively promote their
benefits. Giving local employers the opportunity to shape the content of the
provision will provide them with the skills they need for students to fully utilise their
investment in further education.
This is a very clear local issue, heavily dependent upon provision of sound careers
advice and support in making the initial decision on which route for pupils to choose.
There is a need to consider the roles of LEPs, Trade Associations and Chambers of
Commerce in providing career guidance and placement.
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A UCAS-type system is a key element if the Government plan is to be successful. It
is vital that potential students are made aware of the benefits of entering training or
educational processes that can lead to rewarding careers in industry. There should
also be some consideration of a form of ‘UCAS type clearance system’ that identifies
opportunities at local and national level.
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Q13. What skills shortages do we have or expect to have, in particular sectors
or local areas, and how can we link the skills needs of industry to skills
provision by educational institutions in local areas?
The Black Country faces a particular challenge in filling skilled jobs in the
manufacturing and logistics industries. Moreover, the success of the region’s large
manufacturers is intensifying this challenge throughout the supply chain and
particularly amongst SME manufacturers who are facing real challenges in attracting
and retaining skilled staff. These challenges could become more acute with any
diminution of access to both the EU-wide and global talent pool. This is particularly
the case for technical non-degree skills (such as CNC programming and CAD). At
degree level and above, expertise in programming (especially machine learning) will
be key to developing the area’s Intelligent Manufacturing offer further. A programme
of careers and sector education is required to alleviate some of these pressures and
upskill the existing workforce.
The region also has an acute (and growing) shortage of HGV drivers, which will
prove particularly acute if the number of continental lorry drivers is reduced postBrexit. Greater use should be made of partnerships between businesses and
education providers. However, it is crucial that businesses are able to derive
tangible competitive advantage from this and direct short-term subsidies to those
taking on apprentices may be needed. Equally crucial, however, is the attraction and
retention of graduates and people with technical skills to the labour force.

Raising the quality of education of school students is hugely important for long-term
success. However, the Black Country requires more immediate interventions to raise
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economic growth. Black Country businesses need targeted mid-career access to
new skills and refresher courses, as well as more technically focused
apprenticeships to achieve growth. Large national training centres which expect
students to travel a long distances do not work especially for those working for
smaller organisations. The training needs to be brought to ‘hubs’ in geographical
areas where industry is based. Moreover, there is a lack of UK degree courses
available for metallurgy, and often these positions have to be recruited from abroad.
References
BCU Discussion Paper: Making a Success of Brexit
WMEF: WMCA Economic Update February 2017
Midlands Perspectives (various)
BCCC: Developing a Transport & Communications Sector Policy
BCCC Policy Campaign Brief: The Business of Transport – Black Country Solutions
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Q14. How can we enable and encourage people to retrain and upskill
throughout their working lives, particularly in places where industries are
changing or declining? Are there particular sectors where this could be
appropriate?
A key issue that limits the capacity to improve the general technical skills level of the
local labour force is that many are employed on low-paid or zero-hours contracts.
Their employers are most probably reluctant to improve their skills as this would
make them eligible for more technical and capital intensive employment elsewhere –
a nuanced strategy that takes account of the actual structure of the labour market is
required.
Therefore, active labour market policies may be needed to ensure that those outside
of the labour force are re-integrated, particularly in the Black Country where
employment rates are lower than the national average. The Black Country has a
cluster of highly successful advanced manufacturing industries, which juxtaposes
sharply with high levels of measured deprivation. Automotive, aerospace, food &
drink manufacture, metals manufacture and logistics are local industrial strengths
that would benefit from initiatives to upskill and retrain the workforce, and access to
skills is a major barrier to growth in the region.
Once again, active partnerships between businesses and local education providers
are key. Given evidence of declining investment in human capital by businesses
across the UK, some government funds for those that do choose to undertake this
may be appropriate, for example ensuring that all that is raised through the
Apprenticeship Levy can be used locally. However, some employers will pay for
training; the Black Country Skills Factory pilot project brokered over 100 bite sized
courses for more than 50 companies and 675 learners. This training was paid for by
the employers showing that if you have the right training employers will pay.
Education and training providers should engage with employers in order to
understand their specific skill needs. The training needs to be primarily practical,
delivered by competent trainers using the right equipment and delivered at times
convenient to employers (especially SMEs). This needs Further Education training
providers to become much more employer focussed and less about ‘volume’ training.
Targeted mid-career access to new skills and refresher courses, as well as more
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technically focussed apprenticeships, should be invested in to alleviate the present
shortage of skills in key areas.
It is important to remove the barriers to this activity taking place. One option that
should be seriously considered is the removal of any restrictions on access to
funding and specifically due to recognition of prior achievement. In a world of
continuous training and career development, the old models of education funding for
a particular period prior to work are no longer appropriate. This should be seen as
one pillar that sustains and enhances the successful Black Country manufacturing
and logistics cluster. The other pillar must be enhanced investment in infrastructure:
this is key to enabling businesses to grow, thrive, create jobs and enhance
productivity in the area.
References:
BCU Discussion Paper: Making a Success of Brexit – WMEF
MSTG Briefing Note: UK Steel Sector April 2016
BCCC Briefing Note: Trade Defence Measures for the Steel Industry
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Pillar 3: Upgrading Infrastructure
Q15. Are there further actions we could take to support private investment in
infrastructure?
The Black Country has a problem with capacity and capability in infrastructure, a
symptom of UK wide infrastructure constraints. To attract more private investment
into local infrastructure, public sector institutions need to take on a greater proportion
of the financial risk; be that via money, land or another activity. This requires a clear
understanding of which partner invests what and when. We require better
commercial awareness, skills and capabilities in the public sector, alongside this
more open attitude to risk sharing.

Infrastructure, as highlighted before, has an impact on productivity given that
products manufacture often involves a number of enterprises in the supply-chain,
and although not necessarily separated by extended geography but in different
location within a region. Accordingly and in particular given the preference for justin-time delivery systems, productivity can be improved not just within a firm but
across the supply chain by enhancement in E2E connectivity, in the widest sense.
Despite its strategic location the West Midlands does not receive equal funding for
transport capital expenditure. The Department for Transport has stated that by 2040,
congestion will cost £10 billion a year in lost time, and the freight industry £2.2 billion
unless action is taken nationally. According to HM Treasury, capital expenditure on
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transport in the West Midlands was £1,307m – under 22% of London’s £5,968m.
This does not provide the most effective basis for the Black Country’s manufacturing
base to contribute to the nation’s wealth. One solution could be to provide
infrastructure investment on key routes to allow the manufacturing supply chain to
operate more effectively. The Metro Mayor may need to raise awareness nationally
of the required revenue.
In those infrastructure areas where the private sector is responsible for the provision
of services, the outcome is only somewhat better. Openreach, for example, has not
invested enough in upgrading Britain’s system from copper to a modern all-fibre
network. 70% of Spanish households receive a full fibre broadband connection. In
Britain the figure is 2%. Fibre is now widely used across Europe and Asia.
Openreach’s desire to invest in infrastructure remains an open question.
References:
BCU Discussion Paper: Making a Success of Brexit – WMEF
Midlands Perspectives – April 2016
Midlands Perspectives – July 2016
BCCC: Developing a Transport & Communications Sector Policy
BCCC Policy Campaign Brief: The Business of Transport – Black Country Solutions
WMEF: Advanced Manufacturing – The Impact of Connectivity on Location in the
West Midlands
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Q16. How can local infrastructure needs be incorporated within national UK
infrastructure policy most effectively?
It is clear that in order to remain competitive and support growth in key sectors,
infrastructure must be able to provide quick, efficient and reliable movement of
products and people via the road and rail network. The main problem faced by local
infrastructure bodies in the English regions is the comparative lack of funding. For
example, transport funding per capita in the West Midlands was 35% of that in
London in 2015/16. Simply redressing this funding imbalance would enable the West
Midlands to meet many of the infrastructure needs which it currently is unable to.
The West Midlands (and the Black Country) lies at the heart of the UK’s road and rail
networks, the mix of long-distance, regional and local travel needs is placing heavy
demands upon the local network.

These connectivity challenges constrain the ability of the region to realise its
ambitions for growth; the Black Country Barriers to Growth Survey results show that
approximately 25% of businesses interviewed stated that their business faced
problems with transportation and logistics. Commonly mentioned problems were
specific road access problems onto individual business sites. General problems were
around congestion and the road network being insufficient to deal with the volume of
heavy goods vehicles and congestion on M6 making it difficult to attract suppliers to
the West Midlands.
The creation of similar bodies to Transport for London and Transport Scotland for the
English regions would allow transport planning in the area to take a more holistic
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approach. The Black Country has already gone some way towards this by integrating
traffic control centres across the region.
The failure to invest in transport infrastructure throughout the Midlands is having a
deleterious effect on regional economic development. Specific issues that need
Page | 54

addressing are:


Broadband



Road



Rail



Aviation



Sea



Canals



Cycling

The shortage of high quality housing is a further constraint on the area’s ability to
attract and retain graduates and high skilled workers, and is not something which is
mentioned in the Industrial Strategy in any great detail. In order to deal with this
problem, there needs to be capacity in the mid-sized housing market to build at
greater volumes, fiscal incentives for use of brownfield land and offsite
manufacturing facilities to enable faster building rates.
References:
WMEF: Advanced Manufacturing – The Impact of Connectivity on Location in the
West Midlands
BCU Discussion Paper: Making a Success of Brexit
WMEF: Birmingham Airport – Stimulating Revival
WMEF: Exports, Economics & Connectivity
The Whitacre Link: Improving Central England’s Connectivity
WMEF: Developing a Global Gateway for Air Freight Services
BCCC: Developing a Transport & Communications Sector Policy
BCCC Policy Campaign Brief: The Business of Transport – Black Country Solutions
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Q17. What further actions can we take to improve the performance of
infrastructure towards international benchmarks? How can government work
with industry to ensure we have the skills and supply chain needed to deliver
strategic infrastructure in the UK?
Key to improving infrastructure in the UK will be a combination of both greater overall
investment and more balanced investment across the country. In particular, the
Black Country suffers from severe congestion with large parts of the road network
already working at or above capacity. This is clearly a major issue for the region’s
manufacturing supply chains as well as the transport and logistics industries.
As transport investment is much higher in London and the devolved nations than the
West Midlands, greater equality in investment would go a long way to resolving
these bottlenecks. There is a need to explore and implement new technology for
capacity utilisation, network resilience, improving air quality and next generation
infrastructure operation. Additionally, the region’s favourable topography and export
performance, combined with longstanding under-investment mean that return on
investment would be higher than in most other areas. Improving HGV use of the
strategic M6 Toll road should also be a priority.
With 70% of freight carried by road, these problems are a big constraint for
productivity in the region. The problems with road capacity are not just faced by the
Black Country, but are a problem nationwide. Traffic density on British motorways is
113 million vehicle miles per mile of road, compared to 47 million in Germany and 39
million in France. The Department for Transport contend that such congestion not
only undermines the driving experience in Britain but on motorways alone amounts
to around £2 billion per year in lost time.
One other area which the UK is falling behind on globally is the lack of adequate
broadband connections. The Government needs to rapidly roll out so-called “superfast” broadband to 100% of the country, and begin making provisions for future
investments. Connectivity is key for productivity. A survey done by Adroit Economics
Ltd and the Greater London Authority with 11,000 SMEs in London found access to
faster broadband results in a 30% increase in GVA.
Housing is another prominent issue; if places are to benefit from economic growth
and development then housing must be located where residents can access and
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draw benefits from such development. In the Black Country the need is perhaps
even more pressing due to the relatively high proportion of industrial workers,
meaning that demands for land are greater.
Lack of sufficient broadband connections are becoming an increasingly large
problem across the Black Country and the rest of the UK, and substantial investment
is needed. It is now scheduled for the Black Country to have fixed line “Superfast”
broadband (although given current global provision, this is really a misnomer) of plus
24Mbps speeds by the mid-point of 2017 to 98% of local premises. However, there
are concerns that nationally the overall programme is falling behind schedule. The
original plan had been to begin procurement by the middle of 2016, bringing
broadband to 85% of premises by 2018 and 100% by 2020. It has now been delayed
until 2017, with talk now of all homes not having higher-speed broadband until 2022.
Furthermore, even with the final introduction of “Superfast”, Britain will be lagging
substantially behind its global competitors, with non-financial sectors unlikely to be
seen as priority areas notwithstanding the development of the internet and the
expansion of intelligent manufacturing.
Whilst 95% of British businesses use the internet, only just over a fifth receive orders
via the internet, and just over half place orders on the internet. In part this probably
reflects the weakness of internet speeds: the UK’s average download speed is
14.9Mbps, compared to the global leader South Korea with an average of 29Mbps.
Similarly, although 91% of premises can achieve 4Mbps average download speeds,
only 36% can achieve 15Mbps (in South Korea a level of 69% is attained). Whilst
the UK has a vague commitment for Universal Service Obligation of 10Mbps, South
Korea already has a provision level of 42% for average download speeds of 25Mbps.
References:
BCCC: Developing a Transport & Communications Sector Policy
BCCC Policy Campaign Brief: The Business of Transport – Black Country Solutions
WMEF: Birmingham Airport – Stimulating Revival
WMEF: Exports, Economics & Connectivity
The Whitacre Link: Improving Central England’s Connectivity
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MEF: Midlands Manifesto – Infrastructure for Growth
WMEF: Developing a Global Gateway for Air Freight Services
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Pillar 4: Supporting Businesses to Start and Grow
Q18. What are the most important causes of lower rates of fixed capital
investment in the UK compared to other countries, and how can they be
addressed?
Gross Fixed Capital Formation (GFCF) in the UK is somewhat lower than its
European peers at 16.6% of GDP in 2016. For comparison, the Euro area
equivalent was 19.9% of GDP. As research has indicated, national investment is
typically closely related to national saving. Moreover, it has been suggested that the
net transfer of financial capital between countries requires interactions in both the
financial and goods markets. This suggests that the puzzle of low savings and
investment may be intimately linked with current account imbalances.
As such, an increase in GFCF will require an increase in national savings,
particularly amongst consumers. One key question for government is how best to
facilitate this outcome, particularly in the present environment. Business rates also
form an additional disincentive to invest as capital equipment is included (whilst in
France, for example, it is explicitly excluded).
There is general prudential financial risk-aversion among Black Country businesses
and a reluctance to take on too much debt/gearing – a lesson learnt from the 2008/9
recession. In effect, many Black Country businesses remain unconvinced of a
sustainable recovery, especially with the lack of certainty caused by the Eurozone
crisis, Brexit and the election of Donald Trump and the potential for increased
isolationism. Similarly a further contributory factor is the quality of proposals/funding
submissions. Essentially feedback from banks and accountants suggests that the
quality of accounts and financial information is weak, which then affects the lender’s
decision The UK has low levels of managerial qualifications compared to G7
countries; given low skill levels in the Black Country, it’s likely that this is more
pronounced in the region.
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Ensuring that public funding is in place to bridge this gap may be one solution, as
well as education projects for potential borrowers. A recent survey of local
businesses highlighted that almost half felt confused by the current business support
landscape and what funding or support is available to them. Black Country business
are not able to rely on using assets to fund investments available to more affluent
areas. This is primarily due to lower property values in both the commercial and
residential sectors. Additionally, examining the rates of business decay from start-up
years 3-5 appear vital to the longer-term success of individual companies and
financial and technical support in this period could prove crucial.
References:
Black Country Investment Society: A Co-Operative Approach to Small Business
Lending
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Q19. What are the most important factors which constrain quoted companies
and fund managers from making longer term investment decisions, and how
can we best address these factors?
Mitigation of risk is a major factor undermining long-term investment decisions. One
factor influencing this is the existence of assets against which lending can be
secured. Clearly, this privileges companies located in regions where property prices
(both residential and commercial) are higher, leading to credit-rationing in regions
like the Black Country, in spite of the fact that it is a competitive area in which to do
business. Perversely, therefore, credit is rationed in precisely those areas where the
need (and potential reward) is greatest.
For larger companies, the risk lies in uncertain market demand, particularly in a stillfragile and slow-growing global economy. This is combined with an institutional
structure that favours short-term returns to investors. As such, share buy-backs are
often more attractive than productive investment. Indeed, risk mitigation in the
present environment often implies holding cash over investing it.
Risk aversion and anticipation can constrain companies from making long term
decisions. What is privately rational from the perspective of an individual firm may
not be socially optimal from the perspective of the economy as a whole and reward
structures in large firms can encourage short termism.
References:
Patent Box, Paul Harris, PWC, 29/05/2012
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Q20. Given public sector investment already accounts for a large share of
equity deals in some regions, how can we best catalyse uptake of equity
capital outside the South East?
An activist, rather than interventionist, state might wish to address this regional
market failure by a direct greater public sector investment toward these regions.
There appears a strong correlation between regional levels of per capita public
expenditure and levels of private sector investment, and redirection of such flows
could have a catalytic affect. Equity finance is a potentially promising avenue for
riskier companies with the potential for high returns. This is likely to include the most
innovative scale-up firms. Seed and early-stage equity finance can boost firm
creation and development.
Many business owners, particularly in the more traditional or established
manufacturing businesses, which make up the bedrock of the Black Country
economy, lack financial knowledge awareness of financial instruments in existence
and the resources to access them. This is unsurprising: it is unreasonable to expect
small business owners who frequently spend enormous time building a business to
then be able to research the latest financing initiatives. Additionally, many business
owners maintain an extremely conservative financial outlook and wish to retain full
control of their business.
Similarly, on the supply side there is often less interest than may be warranted from
equity investors who perceive the manufacturing sector as moribund or declining.
Much of this is based on perception rather than reality: in the Black Country
manufacturing as a proportion of the economy has increased substantially since its
nadir in the 2008/9 recession. Moreover, whilst some companies and even sectors
may be struggling, others are thriving and in need of both advice and financial
support.
It is certainly not clear that the region has benefitted from its proximity to one of the
world’s major financial centres (namely the City of London and broader financial
district). To a substantial extent, the problem centres around the fact that SME
equity markets rely on quite specialised financial ecosystems that link a variety of
(often highly specialised) financial service providers with growth-orientated firms.

mai@westmidlandseconomicforum.co.uk

In conjunction with

&

Page | 61

References:
Black Country Investment Society: A Co-Operative Approach to Small Business
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Q21. How can we drive the adoption of new funding opportunities like
crowdfunding across the country?
London’s dominance of crowdfunding investment is in line with its performance in
raising capital more generally. This suggests that the problem is a broader one and
that novel investment methods (like crowdfunding) are failing to “disrupt” entrenched
interests. Indeed, in the West Midlands, crowdfunding actually accounts for a larger
percentage of total capital raised than in most other regions, suggesting that the area
is ripe for the growth of a variety of “non-traditional” finance options. As such,
improving information about non-traditional finance options such as crowdfunding for
local businesses (particularly “scale-ups”) is likely to be worthwhile. Local Enterprise
Partnerships or business organisations (such as the Chambers of Commerce or
Federation of Small Businesses) may be effective vehicles. Provisions in the Small
Business Enterprise and Employment Act (2015) to require banks to redirect
businesses that do not meet their lending criteria to information about alternative
sources of finance are an excellent beginning in this regard.
There remains a clear need to close the Macmillan Gap: in spite of nearly a century
of endeavours on the part of government and others, the UK continues to have
weaker links between its financial and industrial sectors than many other countries.
New capital structures and funding sources (including but by no means limited to
crowdfunding) offer a chance to break this cycle. The strong relative performance of
the South West (where Crowdfunder is based) shows that this is possible.
The asymmetry of public sector infrastructure investment may be a further
contributor to the relative paucity of funding opportunities outside of the South East.
The issuance of local infrastructure bonds is one method that might be appropriate to
alleviate this. Furthermore, they could form a potentially attractive avenue to boost
FDI more broadly by attracting sovereign wealth funds. Government should,
therefore, seriously consider whether this would be a beneficial step to pursue.
References:
Black Country Investment Society: A Co-Operative Approach to Small Business
Lending
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Q22. What are the barriers faced by those businesses that have the potential to
scale-up and achieve greater growth, and how can we address these barriers?
Where are the outstanding examples of business networks for fast growing
firms which we could learn from or spread?
Currently there are silos of excellence in the Black Country economy, within which
specific companies in the aerospace, automotive and precision components sectors
are global market leaders. Breaking down this silo culture without endangering
commercial competitiveness, as well as protecting the IP of these successful
enterprises, is critical to securing further growth.
Reversing the model of the British Cycling Federation, by which they secured
Olympic success, would seem to be an appropriate approach. The British Cycling
Federation scoured industry for products, techniques and psychologies, the
incremental introduction of which into the Olympic challenge enabled thousandths of
seconds to cumulatively secure a significant advantage over competitors. Through
Chambers of Commerce, and indeed BEIS, this process could be inverted, scouring
the globe for new demand opportunities for Black Country goods.
Additionally, this process has been termed the servitisation of manufacturing, that is,
instead of selling a good or product, manufacturers are tending to sell a good or
product and a range of ancillary services. The food production and fashion industries
are perhaps exemplars in responding to fast changing market demand, and this
approach should be introduced and extended to other parts of the economy.
References:
Black Country Investment Society: A Co-Operative Approach to Small Business
Lending
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Pillar 5: Improving Procurement
Q23. Are there further steps that the Government can take to support
innovation through public procurement?
Government may seek to continue to deepen the link between procurement and its
impact on local economic growth (and the ensuing impact on social fabric).
Similarly, there are likely to be sound reasons to link procurement to proximity: as an
example, the environmental costs of shipping steel from UK manufacturers to major
projects such as Hinckley Point C or HS2 are likely to be far lower than using
imported steel. Procurement policies should take this into account.
Indeed, using procurement to encourage carbon neutrality may be one way that the
Government can support the UK in meeting its ambitious targets to reduce CO2 in a
manner that is affordable for business whilst supporting economic growth.
Devolving greater powers over spending to regional authorities is likely to further
enhance the link between procurement and local economic growth, with healthcare a
particularly good example of this. Nevertheless, steps must be taken to ensure that
the Government continues to use the buying power associated with its scale to
ensure that value for money is obtained in purchasing. Building on institutions such
as the Combined Authorities and enhancing their ties with central government is
likely to be key to the success of this.
Across the EU, a variety of mechanisms are employed to ensure that governments
take into account the broader impact of procurement decisions. This includes, but is
not limited to, the social and economic impact on a local area. Many governments
seek to ensure that environmental factors are taken into account.
Greater use of Procurement portals for large projects such as HS2 can not only drive
economic growth but enable improved procurement bidding processes. In addition,
liaison between local councils and local business has been under-utilised. Any
procurement portals need to build on and learn from previous experiences such as
the process for the London Olympics 2012.
References:
MSTG: Briefing Note Steel Industry April 2016
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Q24. What further steps can be taken to use public procurement to drive the
industrial strategy in areas where the government is the main client, such as
healthcare and defence? Do we have the right institutions and policies in
place in these sectors to exploit government’s purchasing power to drive
economic growth?
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Increasing the number of digital procurement mechanisms would lead to more
effective public procurement, linking procurement to product innovation and creating
competition. Supporting greater collaboration throughout regions would also
streamline the process and avoid duplication of procurement contracts. Greater
freedom for regional bodies (such as Combined Authorities) to exercise effective
control over procurement could lead to procurement policies tailored to local
priorities.
Similarly, positive change may be effected by linking procurement policy to the
provision of apprenticeships and training programmes. This is true of major
infrastructure investments as well as ongoing procurement in the public sector.
Thus, for example, there is enormous scope to condition the award of contracts for
HS2 to taking on apprentices and the provision of training. This would make a direct
contribution to addressing technical skills shortages.
This transfers directly to procurement within the defence industry, where government
is the primary client. As with infrastructure projects, defence contracts are likely to
involve significant technical expertise in terms of both construction and delivery. The
award of lucrative contracts should be linked to the provision of highly marketable
technical skills that will benefit the workforce even after the contract ends. Often,
such skills are easily transferrable to distinct but related sectors (e.g. aerospace).
Care needs to be taken to ensure that such schemes also apply to subcontractors.
Many businesses in the Black Country are in the supply chain of larger tier-1
suppliers and OEMs. It is rarely financially feasible for smaller SMEs to support
expensive training programmes and apprenticeships. As a result, procurement
should seek to support supply-chain training by mandating part-funding on the part of
OEMs and tier-1 suppliers of training and apprentices within their supply chains.
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On a wider level, the same process may be adopted in other areas where
government is the primary client, such as healthcare. Whilst this is likely to be
feasible for the procurement of physical products (most notably pharmaceuticals,
although a wide variety of goods from toilet rolls to CT scanners are needed to
supply the NHS every day), it will prove more difficult for service-led products.
Nevertheless, even for services such as maintenance, third-party drivers or care,
there is likely to be scope to support training and up-skilling of staff.
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Pillar 6: Encouraging Trade and Inward Investment
Q25. What can the Government do to improve our support for firms wanting to
start exporting? What can the Government do to improve support for firms in
increasing their exports?
Market intelligence is key to securing further growth in exports, and as Britain moves
toward a FTA approach, greater understanding of the regulatory frameworks and
associated non-tariff barriers in the markets exporters wish to pursue trade will be
vital. Currently the West Midlands enjoys trade penetration in its current top-20
markets significantly above the relative size of its economy, although given that with
the EU, the region is able to secure trade penetration of 0.4% further growth could
be conceivably be achieved.

Assuming equivalent access to Non-EU economies can be achieved in the postBrexit environment, and equivalent access sustained into the EU, growth could be
achieved in the economies detailed in the chart immediately below. However this is
predicated on having a comprehensive understanding on these target economies
and being able to achieve greater trade access post-EU.
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Government can improve support for SMEs seeking to export by investing in
Department for International Trade positions overseas. Having a range of local
expertise (including linguistic knowledge) in the target market is extremely beneficial
for businesses who encounter issues exporting. This provision of information is
particularly important given the current uncertainty surrounding Brexit and the future
relationship with the EU.
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Deciding to export entails fixed costs for a business. Whilst for larger firms these
costs may be small, for SMEs they can be prohibitive. Research into foreign
markets (including market demand) takes substantial time away from a business,
which may be exacerbated by the need to undertake visits to meet potential clients
etc. This is in addition to the regulatory burdens that need to be surmounted in order
to successfully export. Currently, very few companies which do not export plan to do
so. By promoting global growth opportunities to our local supply chains and by
delivering a range of structured export interventions, could ensure that more local
companies grow through export-led growth.
Any action that government can take to reduce these costs and smooth the process
of exporting would be welcome. One concrete possibility is to set up regular
international trade fairs in conjunction with local and regional business
representatives, where expertise is on hand to encourage and aid small and
medium-sized firms to export. Another important starting point is accurate statistics
on a regional and sub-regional level. Current HMRC Regional Trade Statistics are
subject to extremely large revisions and exclude trade in services. Moreover, trade
is not measured at a sub-regional level. Work should be undertaken to improve
measurement in this area. This aspect could be further developed by creating a
Free Trade Zone based on the area encompassing Birmingham Airport and NEC
sites.
There is a need to reverse the focus on targeted outputs since April 2016 based on
digital engagement. This appears to have led to knowledge deficiencies of personal
interaction on the ground with exporters. Exporters need intelligent human resource
support on their home turf in the UK as well as in areas of export from local
embassies, consulates and high commissions. Cuts to human resources, both
domestically and in overseas representations, have created increased difficulties for
the delivery of meaningful value-added assistance to local businesses.
Targets based on outputs are too dogmatic and do not represent the reality of
competitive international political, commercial and financial environments. £1 trillion
exports by 2020 and 100,000 exporters are based on unrealistic assumptions and in
total disregard of the SME make-up in the English regions. There is no ‘one-size fits
all’ – an approach that is applied by the current system.

mai@westmidlandseconomicforum.co.uk

In conjunction with

&

Page | 70

Efforts would be better placed by supporting past and current exporters and
maximising their opportunities to develop. In instances where there is a clear
business case ‘First Time Exporters’ (FTEs) can also add value to UK PLC’s bottom
line and hence they should receive appropriate support. More investment in ITA
teams and extended documentation contracts are needed.
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References:
BCU Discussion Paper: Making a Success of Brexit
BCCC: Developing a Transport & Communications Sector Policy
BCCC Policy Campaign Brief: The Business of Transport – Black Country Solutions
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Q26. What can we learn from other countries to improve our support for
inward investment and how we measure its success? Should we put more
emphasis on measuring the impact of Foreign Direct Investment (FDI) on
growth?
Whilst the nation as a whole has seen a decrease in FDI projects over the past three
years, the Black Country has seen increases in either project numbers or jobs
created. This goes some way to indicate that the Black Country is still a compelling
and competitive investment destination, but investment figures must improve further
if the area is to build a sufficiently strong profile to secure a larger share of the
nation’s new projects that happen each year.
The UK’s record in attracting FDI is not poor. Naturally, however, not all FDI is made
equal and greater research on the impact of different forms of FDI (and, perhaps,
from different countries) would be welcome. Much FDI in the UK concerns the
acquisition of financial assets and international takeovers and the productivity impact
of this should be juxtaposed with that of investment in plant and machinery (locally,
Jaguar Land Rover is an excellent example of this).
In 2015/16 in the Black Country there were a total of 17 successful FDI projects
accounting for 1,748 new and 15 safeguarded jobs. In 2015/16 the area enjoyed
strong growth in jobs created, notably within the manufacturing sector. 19 successful
FDI projects were delivered which were a mix of new investment and existing
company expansion.
References:
WMEF: Black Country Perspectives: Aerospace Precision
WMEF: Telford and Wrekin: Competitiveness and Growth
MEF: Proximity and Innovation: Catalyst for Growth
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Pillar 7: Delivering Affordable Energy and Clean Growth
Q27. What are the most important steps the Government should take to limit
energy costs over the long-term?
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Electricity costs in the UK for large businesses are significantly higher than for some
of their European peers and have diverged over recent years. Whilst currency
fluctuations can account for a portion of this, the divergence in energy supply and
network costs is much larger than could be explained by this factor alone
(particularly as wholesale fuel prices are fixed in international markets). The reason
for relatively high network costs in the UK is not immediately clear and requires
further research.
Given the preponderance of gas in the UK’s electricity generating mix, it is important
that Brexit negotiations maintain both security of supply and minimum costs as major
objectives. Some 55% of all gas used in the UK is imported, with 38% coming
through interconnectors from Europe. This energy source is likely to remain
extremely important for the foreseeable future.
Similarly, it is likely that many industrial users of electricity in Europe receive implicit
subsidies via state involvement in electricity generation and the energy mix.
Government needs to act to ensure a competitive market for electricity for business
and industrial use. UK electricity wholesale costs are strongly linked to gas (and oil)
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prices, leading to larger fluctuations than some European peers. In France,
widespread nuclear generation has extremely low variable costs, whilst the fixed
costs (of construction and waste disposal) have been substantially borne by the
state.
Likewise, certain countries have access to extremely low electricity costs by dint of
their particular natural resource endowments. Sweden, for example, has access to
hydroelectric resources that the UK does not. Similarly, the cost of solar power in
Spain will always remain lower than in the UK.
The United States has long relied on low-cost coal reserves for a significant portion
of its electricity generation capacity (although this is now changing). Today, the
effective exploitation of shale gas reserves (and the absence of low cost
transportation and LNG export facilities) has led to Henry Hub gas prices being
significantly lower than their European and Asian counterparts. These are natural
resource endowments that the UK does not have access to.
Questions remain regarding the EU Emissions Trading Scheme. It is unclear how
this might add to energy spending, both through direct compliance and in terms of
indirect costs passed through from electricity suppliers. It is vital the Government
continues to do everything it can to limit these costs as negotiations on the next
phase of the EU ETS draw to a close. And, if as looks increasingly likely, the UK
withdraws from the scheme, the Government must prioritise competitiveness
concerns, regulatory certainty and administrative simplicity in its hunt for an
alternative.
The Black Country has one of the largest concentrations of metals manufacturing
expertise in the country. The metropolitan area (Black Country plus Birmingham,
Solihull and Coventry) alone accounts for almost 10% of the UK’s metals GVA by
value. The wider West Midlands region produces more GVA in metals than the entire
South East, Greater London and East Anglia combined. Since this sector is a
relatively intensive user of energy, it should come as little surprise that the region’s
manufacturing heartland has been significantly affected by fluctuations in relative
energy costs in recent years. There is a need to invest in smart solutions including
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alternative fuels, fuel efficient HGVs and state of the art electric charging points for
electric vehicles.
References:
BCU Discussion Paper: Assessing the Secondary Impact of Manufacturing in the
Midlands - MEF
MSTG Briefing Note: Steel Sector Update – April 2016
BCCC Briefing Note: Steel Trade Defence Measures
BCCC: Developing a Transport & Communications Sector Policy
BCCC Policy Campaign Brief: The Business of Transport – Black Country Solutions
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Q28. How can we move towards a position in which energy is supplied by
competitive markets without the requirement for on-going subsidy?
The move to competitive markets is welcome, particularly on moving towards
technology-neutral, competitive Contracts for Difference auctions in the next few
years. It is important for government to have a clear view on the duration of subsidy
support, so that contracts are long enough to help newer technologies to be brought
to market, and agree triggers for reducing support in a transparent and predictable
manner. Government must also provide policy clarity on budget constraints in the
short-medium term that may affect/constrain levels of subsidies.
This can be achieved through government publishing their Levy Control Framework
Spending up to 2025 in the short-medium term, and to provide an outlook for further
time horizons on a rolling basis, to ensure clarity to energy sector investors and
project developers. It must include information on how level was set; provide longterm visibility for investors via Contracts for Difference pipeline; and have measures
in place to review and manage costs on an ongoing basis. Visibility of this
information will assist industry in understanding when technology-neutral auctions
may be anticipated.
Publishing and setting out the details of the Levy Control Framework spending up to
2025 will assist in allaying investor concerns, by providing clarity on the future
support for new low carbon generation. In setting the Levy Control Framework, the
Government must:


Be transparent about how any future budget is arrived at.



Be clear about its overall goals.



Show how it would increase competition for Contracts for Difference and the
capacity market.

Importantly, the Government should set out a target date by which it will be running
technology neutral auctions and provide industry with an understanding of the
Government’s vision for the continued decarbonisation of the grid in the 2020s.
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Many government interventions over the past two decades have distorted the
electricity market. Nevertheless, the private sector often struggles to effectively
manage long-term risk, in addition to the well-known environmental externalities
associated with the burning of fossil fuels. This suggests that some degree of
government engagement with the market is a necessity. In particular, the private
sector is unlikely to bear the costs associated with R&D into novel sources of
electricity generation (e.g. tidal power) or the risks associated with assets with an
extremely long life (as in the tidal example or with nuclear energy). Government
involvement will be needed, but further research and pilot projects to ensure value
for money is necessary. Moreover, government involvement should not involve
direct subsidies.
It can be unclear exactly which factors are driving price differences in the UK and
Europe due to differences in energy accounting practices. Thus, for example, the
renewables subsidies adopted by the UK are included in the “energy costs” portion
of a bill, whereas other countries can account for them differently (e.g. Spain).
Furthermore, many European peers effectively “subsidise” large industrial users via
higher bills for other users (notably households). As a result, whilst the UK has high
electricity costs for industrial users, households enjoy some of the lower bills in
Europe. Similarly, exemptions offered to large companies are often not available to
smaller ones. This redistribution effectively leads to SMEs subsidising larger
companies, particularly in energy intensive industries.
Carbon leakage is a major economic concern for UK industry. The UK (along with its
European peers and many other governments around the world) taxes carbon
emissions (often indirectly) in the production process at the point of production rather
than at the point of consumption. This has the effect of taxing goods manufactured
in Britain but not those manufactured in other jurisdictions (e.g. China), thus putting
British manufacturers at a competitive disadvantage. Ultimately, the emissions still
occur as the goods are still consumed – they merely occur in China, for example,
rather than the UK. This is a particular problem when the country now producing the
goods has lower environment standards than the UK.
References:
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BCCC Briefing Note: Steel Trade Defence Measures
MSTG Briefing Note: Steel Sector Update – April 2016
Midlands Perspectives (various)
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Q29. How can the Government, business and researchers work together to
develop the competitive opportunities from innovation in energy and our
existing industrial strengths?
Over the next few years, manufacturing firms could demand as much as four times
the amount of energy they are currently demanding, which will affect manufacturing
regions such as the Black Country. Regional powers on energy policy will enable
local areas to pilot innovative techniques and give local businesses and people the
energy they are demanding. Government-funded basic research needs an effective
pathway to market. As such, closer involvement is necessary between researchers
(whose research is likely to be funded by the state) and the companies who build on
basic research to realise practical innovations. The Black Country also suffers from
a lack of energy data which is unavailable on a sub-regional level.
Initiatives such as the Advanced Propulsion Centre and Manufacturing Technology
Centre provide a solid foundation for links between state and industry. In the Black
Country, a similar institute is needed to bring together the world-leading universities
in the Midlands with world-leading local manufacturers. A number of other projects
have also been completed in the Black Country, such as on smart grids in
Wolverhampton and on a very low carbon housing retrofit. The EPSRC has invested
£5m in a grid scale battery research facility in Willenhall (Walsall) and the Energy
Research Accelerator includes the universities of Birmingham, Aston and Warwick,
with strong low carbon buildings expertise in Wolverhampton, Birmingham City and
Coventry Universities
There’s both a significant economic opportunity and need for change in the energy
sector across the West Midlands region. In the future, energy will need to be
supplied in new ways and at different times of the day. Also, there are people in both
social and private housing across the region who cannot afford to heat their homes.
The ‘Energy Capital’ initiative aims to catalyse action into meeting these needs.
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With devolution and high level political support through the Energy Capital initiative
there is a unique opportunity to use an integrated, strategic approach to local energy
investment – including using energy innovation zones to test regulatory reform - and
support delivery of economic prosperity for the population and further investment in
the region.
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Energy Capital brings together key partners from the triple helix of academia,
industry and the public sector, aiming to attract investment in smart energy
technologies, research and infrastructure to deliver a wide range of economic
benefits across the WMCA. It aims to create the environment and regional context
where effective energy-based projects are attractive investments and can be easily
managed and delivered by individual partners, local authorities and LEPs. It operates
through five facilitating workstreams:


Optimising local energy market regulation (creation of Energy Innovation
Zones)



Marketing and promoting the region as a focus for clean energy investment



Securing specialist finance and investment



Supporting SME engagement and inclusion



Identifying, mapping and promoting optimal investment opportunities

The Energy Capital initiative launched in February 2017 and has already been used
to promote Black Country and West Midlands industrial and investment opportunities
internationally (both on a BEIS mission to Tokyo and imminently at MPIM).
An energy sector ‘ask’ is included within the devolution deal which seeks to explore
ways for government and industry stakeholders to liberalise energy market
regulation locally (via Energy Innovation Zones). This could be structure to support
investment in local infrastructure that will make affordable energy and clean growth
easier to deliver.
References:
MSTG Briefing Note: Steel Sector Update – April 2016
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Q30. How can the Government support businesses in realising cost savings
through greater resource and energy efficiency?
The amount of money available from government for environmental improvements
has reduced. However, government can also encourage and incentivise renewable
energy generation, improved energy efficiency and effective waste management.
This will have both economic and societal benefits, as it will lower costs for
businesses and improve the health and productivity of the local population, possibly
offsetting costs for government.
The UK suffers from extremely low levels of energy efficiency in its building stock.
This is primarily driven by poor insulation in both housing and commercial buildings.
Two major solutions are available – wholesale rebuilding of the nation’s housing
stock and commercial buildings or retrofitting both commercial premises and
housing.
A number of European countries target tax breaks and incentives to R&D in heavy
users of energy. The development of technologically sophisticated solutions to high
energy costs may be one that Britain wants to investigate. Equally, it is critical that
such interventions are well targeted.
Metals are an excellent fit with the concept of a circular economy as they are wellsuited to reuse, remanufacture and endlessly recyclable, amortising the initial energy
used in their extraction over many generations of products. However, capturing the
full environmental benefits of metal products also requires good product design to
ensure components can be easily disassembled and a supportive regulatory
environment. Government should:


Incorporate true cradle-to-grave sustainability tools, such as LCA and carbon
footprint assessment, in public procurement.



Ensure the Balanced Scorecard is fully adhered to and put in place reporting
mechanisms to monitor the true impact. Government should not be solely
focussed on lowest price when awarding contracts, but should look at the
impact of wider social values, for instance, waste and water management,
employment and low carbon manufacture of goods. The introduction of the
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Balanced Scorecard for public sector procurement was welcome, however it
is essential that guidance is followed and therefore a reporting mechanism
should be set up for central government departments to give the supply chain
the best possible chance to enter and grow in a competitive global
marketplace.
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Recognise and promote metals as a permanent material and maximise their
use in a future circular economy.



Develop a regulatory system that supports and encourages the use of
responsibly produced UK based metals products and aid re-use,
remanufacture and recycling.



Ensure the Iron & Steel Industrial Decarbonisation and Energy Efficiency
Action Plan is as ambitious as possible from the Government side and leads
to further more substantive action on emissions.



Consider the roll out of a similar decarbonisation roadmaps approach to other
industrial sectors, including other metals sectors.



Advocate more appropriate definitions of wastes and process by-products,
particularly those deemed as hazardous wastes, to maximise re-use and
recycling of metals and process by-products.



Encourage measures to support increased resource efficiency and
responsible sourcing, including working with supply chains and providing them
with guidance on best practice (eg BES6001).



Develop a sustainability best practice exchange for the UK metals industry,
aimed particularly at smaller companies.

References:
BCCC Briefing Note: Steel Trade Defence Measures
Midlands Perspectives (various)
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Pillar 8: Cultivating World-Leading Sectors
Q31. How can the Government and industry help sectors to come together to
identify the opportunities for a “sector deal” to address – especially where
industries are fragmented or not well defined?
The critical factor for success is not in selecting specific sectors, which on currently
available data projections may or may not appear on the verge of success, but to
provide a comprehensive framework that enables all sectors and companies the
opportunity and potential to succeed. However, more clarity is required on the
“sector-deals” the Government is hoping to help create and what type of support
would be available to businesses. Enhanced capital allowances could be considered
to stimulate investment in manufacturing, such as Advanced Manufacturing Supply
Chain Initiative.
Sectors are brought together by local government and engagement with trade
bodies. Therefore, powers for creating these “sector deals” should be devolved to
local regions to enable them to identify the key sectors in the region to focus on.
However, many more general policies to alleviate skills and infrastructure problems
will enable all businesses to grow. There needs to be continued focus on the
interconnectedness of many of the businesses in the Black Country, both
geographically and across industry sectors.
References
WMEF: Birmingham Airport – Stimulating Revival
WMEF: Exports, Economics & Connectivity
The Whitacre Link: Improving Central England’s Connectivity
MEF: Midlands Manifesto – Infrastructure for Growth
WMEF: Telford and Wrekin: Competitiveness and Growth
WMEF: Advanced Manufacturing – The Impact of Connectivity on Location in the
West Midlands
BCU Discussion Paper: Assessing the Secondary Impact of Manufacturing in the
Midlands
BCCC: Developing a Transport & Communications Sector Policy
BCCC Policy Campaign Brief: The Business of Transport – Black Country Solutions
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Q32. How can the Government ensure that “sector deals” promote competition
and incorporate the interests of new entrants?
The sector deals must ensure there is adequate provision for all businesses in the
UK, not just those in specific sectors. In order to ensure competition, the industrial
strategy needs to adopt a comprehensive framework to enable enterprises to
prosper. This should ensure the international competitiveness of local infrastructure
in the widest possible context. Access to finance is critical, and should include nonbank financial institutions that can provide commercial lending decisions rather than
asset backed lending decisions.
Additionally, ensuring that there is a diversity of educational attainment rather than
industry specific skills will enable the labour force to respond to new potential
opportunities. However, this should not preclude developing an educational structure
that delivers employment ready candidates.
References
Black Country Investment Society: A Co-Operative Approach to Small Business
Lending
MEF Briefing Note: Steel Trade Defence Measures
Midlands Perspectives (various)
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Q33. How can the Government and industry collaborate to enable growth in
new sectors of the future that emerge around new technologies and new
business models?
The triple helix model involving the public sector, business and universities is a
globally proven model that enables new technologies to be developed. However, in a
number of sectors, the progression from idea to product delivery is often stymied in
Britain. Therefore, to ensure a more successful transition from concept to product,
greater understanding of how this is achieved in competitor economies is needed.
It is not simply a case of funding; although this is obviously a crucial issue given the
need to develop a commercially orientated rather than an asset backed oriented
financial system. It is also necessary to provide structures that enable greater
symbiosis between the three component parts of the triple helix. Given the structure
of the private sector, with the predominance of SMEs, and in particular the
proliferation of enterprises with less than ten employees, a more nuanced strategy
that recognises the proportionate commitments of these SMEs to specific projects
needs to be developed.
References:
Black Country Investment Society: A Co-Operative Approach to Small Business
Lending
WMEF: The Impact of Business Rates of West Midlands Economy

mai@westmidlandseconomicforum.co.uk

In conjunction with

&

Page | 85

Pillar 9: Driving Growth Across the Whole Country
Q34. Do you agree the principles set out above are the right ones? If not what
is missing?
There are a variety of local economies across the UK, with the Black Country being
one of them. It has a significantly different structure to the UK economy overall.
Intelligence is needed at the local level in order to set out the strategies needed for
that locality; devolution of powers will enable local governments and leaders to tackle
the barriers to growth which exist in that area.
It is natural that different localities have different economic structures and strengths.
It is neither possible nor desirable to replicate the finance-dominated economy of
central London (with the centres of executive, legislative and legal powers) in other
localities across the UK. As such, it is key that central government has a holistic
approach: sector deals need to be seen in harmony with the objective of driving
growth across the whole country.
Thus, as a centre of excellence for automotive and aerospace technologies, the
Black Country, and indeed the West Midlands generally, should be a major
beneficiary of effective sector deals. Growth in the Black Country could be further
enhanced by an effective sector deal for the metals industry. As an SME dominated
economy, government can only support and facilitate growth.
There are also significant regional imbalances in government funding; a new funding
formula needs to be developed which accurately reflects the structures of the UK’s
regions. Similarly, repatriation of EU funds and grants post-Brexit should not simply
be sent back to the centre. Instead, a formal structure that provides for medium-tolong-term funding needs to be established. This may take the form of sub-regional
growth funds with sufficient capital and revenue that can be aligned to realising local
growth opportunities. Where policy is set nationally, central government must listen
to local governments in order to find out the needs of regions across the UK.
Closing the regional imbalances in spending per capita has the potential to help
dramatically improve economic performance in the West Midlands. This, naturally,
encompasses transport spending but is not limited to it. As the Green Paper shows,
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public research funding per capita in the West Midlands is lower than any other
region of the UK bar Northern Ireland and is only around one third of the level in
London. This is in spite of the fact that business enterprise spending on R&D in the
West Midlands is higher than London (and almost double on a per capita basis).
Indeed, on this metric, West Midlands businesses spend more on R&D than those in
any other region apart from the South East and East of England (potentially
reflecting the impact of Oxford and Cambridge respectively in the latter two regions).
References:
MEF: Midlands Manifesto – Infrastructure for Growth
WMEF: Developing a Global Gateway for Air Freight Services
WMEF: Telford and Wrekin: Competitiveness and Growth
WMEF: Advanced Manufacturing – The Impact of Connectivity on Location in the
West Midlands
BCU Discussion Paper: Assessing the Secondary Impact of Manufacturing in the
Midlands
BCCC: Developing a Transport & Communications Sector Policy
BCCC Policy Campaign Brief: The Business of Transport – Black Country Solutions
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Q35. What are the most important new approaches to raising skill levels in
areas where they are lower? Where could investments in connectivity or
innovation do most to help encourage growth across the country?
Three potential areas stand out in order to ensure that Black Country businesses can
access the skilled labour they need. The first is direct help to fill specific skills
shortages (e.g. HGV drivers). There is a clear market failure in this area as
companies are unwilling to undertake the cost of training as employees are then
likely to be “poached” by other companies once trained. The second is support for
“upskilling” existing employees, potentially developing a “laddering” system whereby
workers move up the skills chain, creating low-skilled work for new employees
beneath them (potentially drawing in unemployed and discouraged members of the
labour force).
Finally, there needs to be significantly better coordination between higher and further
education providers of technical education and local companies (particularly SMEs).
Potentially, money from the Apprenticeship Levy could be used to subsidise
placements, but the exact form this might take would be for government to decide.
One crucial issue that needs to be addressed is the retention of a skilled workforce.
The relatively low skills profile of the workforce in parts of the Black Country is not a
reflection of the quality of education provision. Many of the region’s talented
graduates and high-skilled workers leave the region in order to seek opportunities
elsewhere (particularly in London and the South East) and are not replaced by
similar flows in the opposite direction.
In part, this is a reflection of the cultural amenities offered by the nation’s capital.
Whilst these are not replicable at a local level, the improvement of the locale’s social
and cultural assets should be recognised as an economic imperative as well as a
social one. Nevertheless, the primary reason for graduate relocation and “braindrain” is a more prosaic one: namely relocation to where opportunities are greatest.
Whilst talented engineers and those with technical skills are in high demand (and
short supply) in and around the Black Country, there are fewer opportunities for
those with a less technically focussed skill set. In particular, the relative paucity of
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graduate schemes amongst well-known employers in the West Midlands is a major
factor.
References:
WMEF: Birmingham Airport – Stimulating Revival
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WMEF: Exports, Economics & Connectivity
The Whitacre Link: Improving Central England’s Connectivity
MEF: Midlands Manifesto – Infrastructure for Growth
WMEF: Telford and Wrekin: Competitiveness and Growth
WMEF: Wolverhampton: The City of Business Opportunities
WMEF: Advanced Manufacturing – The Impact of Connectivity on Location in the
West Midlands
BCCC: Developing a Transport & Communications Sector Policy
BCCC Policy Campaign Brief: The Business of Transport – Black Country Solutions
WMEF: Developing a Global Gateway for Air Freight Services
WMEF: West Midlands Metropolitan Freight Strategy 2030
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Pillar 10: Creating the Right Institutions to Bring Together Sectors and Places
Q36. Recognising the need for local initiative and leadership, how should we
best work with local areas to create and strengthen key local institutions?
Effective devolution of power is at the heart of a variety of government agendas. As
such, effective use should be made of existing local connections including (but not
limited to), LEPs, Combined Authority areas and private-sector organisations
(Chambers of Commerce, Institute of Directors, Federation of Small Business etc.)
There is a real need for regionally and locally based government and economic
institutions where effective decision making can take place. These should be
properly resourced and targeted to deliver meaningful effective change and include,
the new metro Mayor, Combined Authority and existing agencies, supported by and
in genuine collaboration with national institutions.
References:
MEF: Midlands Manifesto – Infrastructure for Growth
BCU-WMEF Joint Submission to the Business Innovation and Skills Select
Committee: Enquiry Looking at The Northern Powerhouse and Midlands Engine,
Focussing on Whether the Government’s Devolved Arrangements Can Deliver
Improved Economic Growth and If These Models Could Be Adopted By Other
Regions.
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Q37. What are the most important institutions which we need to upgrade or
support to back growth in particular areas?
A variety of local institutions are well placed to deliver on plans to accelerate regional
growth. With the election of a metropolitan mayor, the West Midlands Combined
Authority (WMCA) should be in a position to spearhead these efforts. Nevertheless,
several key factors need to be in place in order to deliver on this objective.
Progress on the Government’s devolution agenda needs to be accelerated to ensure
that real authority and responsibility is devolved to the region. Ultimately, however,
sustainable growth will come from the private sector and the views of private sector
businesses should be crucial. In this regard, the Chambers of Commerce are wellplaced to act as interlocutors between businesses and regional public sector
institutions.
Similarly, the WMCA itself must foster close cooperation with existing private sector
partners. The triple-helix of cooperation between the public sector, private sector
and education providers is what will ultimately drive regional development. As such,
universities and tertiary education colleges will also have an important role to play.
The Black Country has many residents with low or no skills, with many of them being
more mature residents. There is a need to encourage the up-skilling and re-skilling of
many members of the workforce in order to alleviate some of the skills shortages in
the region, particularly in the areas of manufacturing.
References:
Black Country Investment Society: A Co-Operative Approach to Small Business
Lending
WMEF: BCU Discussion Paper: Making a Success of Brexit
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Q38. Are there institutions missing in certain areas which we could help create
or strengthen to support local growth?
Given, until the publication of the Green Paper, the absence of an activist industrial
strategy, it is understandable that an effective institutional framework to deliver such
a strategy at both national and regional levels, is not in place. Nevertheless, there
are a range of existing institutions, public, private and voluntary, currently operating
in the Black Country that have responsibility either directly or tangentially for
economic regeneration.
Whilst at a Black Country level regeneration activities have been co-ordinated by the
LEP, and increasingly at a West Midlands metropolitan and regional level, by the
emergent West Midlands Combined Authority, there remain capacity voids in the
current framework. Most notably what has been missing is recognition of what, if
any, pro-active role the public sector has in a market economy, a definition in itself
that would provide a direction for public sector institutional strategy. Determining
which institutional structures are required to assemble an effective delivery
framework, will in part be only resolved by an industrial strategy that adopts an
activist rather than interventionist role.
As has been evident in Scotland, Wales and London, giving local bodies not simply
devolved responsibilities but the resources and capacity to deliver an effective
localised industrial strategy can have an impact on growth. Accordingly, if an
inclusive, localised industry strategy is to be effectively delivered, then proper
consideration should be given to how to deepen the capacity of local, and regional,
institutions charged with delivery. A radical approach to devolved funding, based
both on local subventions and equalising budget expenditure transfers from the
Exchequer, on the basis of actual tax revenue generation rather than location of tax
revenue payments needs to be adopted. It is apparent that given the concentration
of national HQs within London and its environs that the fiscal contribution of the
Greater London Authority is overstated. Accordingly, any future localised Industrial
Strategy for the Black Country should be based on the real fiscal revenue generation
capacity of the locality, its actual GVA generation and contribution to global-value
added supply-chains. A strategic institution that could harness these flows and
direct them toward infrastructure investment would seem essential.
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There are obviously a number of options ranging from the more market –orientated
French Fonds-Strategique-de-Participations to the more statist Sovereign Wealth
Funds. What seems common to the success of such funding bodies is the degree of
local involvement in decision making on ownership issues and the capacity to
consistently secure or generate funding flows for and from the public sector.
As discussed above, infrastructure constraints and skills shortages are the main
restrictions to growth in the Black Country, and institutions and investment which will
improve these will support growth in the area. Devolution of powers to existing local
institutions will enable them to tailor policies to the needs of local areas, businesses
and people.
Risk sharing partnerships between public and private institutions.

References
A Co-Operative Approach to Small Business Lending – Black Country Investment
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BCU Discussion Paper: Making a Success of Brexit – WMEF
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