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THE MAKING OF AN
INDUSTRIAL STRATEGY

Taking back control locally

Our latest report, The Making of an Industrial Strategy, argues for an industrial
strategy which provides places the support and space to lead from the front in their

economic renewal. This goes against the grain of previous industrial strategies. Past
governments have tended to avoid providing particular places with tailored support
and instead favoured a national approach focused on industries, sectors or even
individual companies. Undoubtedly some places have benefited as a result of this
approach, London for example, but equally many have not. Focusing on industries or
sectors is not wrong but the absence of ‘place’ as a key feature of, or ‘lens’ through
which to view, an industrial strategy is a weakness. As Greg Clark, Secretary of State
for Business, Energy and Industrial Strategy, has said: “for too long, government policy
has treated every place as if they were identical... what is needed in each place is
different, and our strategy must reflect that.”

KEY FINDINGS

o Strategic authorities should lead the industrial strategy locally. It is essential
that the industrial strategy is led at a scale where the factors that affect local
growth manifest themselves and are thus most effectively influenced. Strategic
authorities would most commonly be a formal collaboration of local authorities
with an elected strategic lead, for instance mayoral combined authorities,
elected assemblies or county councils (we have identified what we believe to
be the minimum spatial configuration upon which strategic authorities
should be established). Although recent administrations have made progress in
establishing collaborative governance across the country, for instance in the
West Midlands and Greater Manchester, the devolution deal process has left
two-thirds of the country without a strategic authority. The industrial strategy
must address this matter urgently. It is essential that every village, town and city
in England is covered by a recognised strategic authority. Whilst places should
be given time to set these authorities up locally, government should not tolerate



extended periods of inertia. If local councils in an area can’t agree on the creation
of a strategic authority, then central government should.

¢ Places need new powers to deliver growth and share its benefits more
widely. Government should create an industrial compactwhich
provides all strategic authorities, once established, with the tools to succeed and
lead the industrial strategy. The compact should transfer specific powers over
local labour markets, the planning system and local transport networks, enabling
strategic authorities and their leaders to overcome barriers to growth and
compete with their global counterparts. Avoiding the attrition of negotiation
that affected city and devolution deals, power transfer should be automatic.
Strategic authorities should also be granted greater fiscal flexibilities with which
to raise revenue for infrastructure and deliver more redistributive growth. To do
this, government should establish a series of fiscal devolution pilots in strategic
authority areas across the country.

o Ashiftin policy focus to small towns is needed. Our research identifies two
sets of places which require special intervention in the industrial strategy. Firstly
the places that are growing quickly but whose growth is restricted by their
boundaries - the stifled. Secondly the places that are still dealing with the fallout
of the industrial trauma of the 1980s - the stuck. Both typologies are of
increasing political importance. Successive government have made significant
progress addressing the social and economic issues of inner city boroughs, but
there now needs to be a recalibration of policy to include the small towns of
England and their rural hinterlands.

» Demographic challenges are changing the shape of the labour market. The
challenge of an ageing population is immense and should be tackled head-on in
the industrial strategy. For instance young people, namely 25-34 year olds, are
hugely important to a place’s growth and wealth creation. Each local industrial
strategy should have measures in place to attract and retain this
demographic. Strategic authorities should also have in place strategies to ensure
its older population remains economically active for longer. Local economies
need to flex their capacities to meet the needs of people to remain employed for

longer.

HOW GOVERNMENT CAN BRING THE INDUSTRIAL
STRATEGY TO LIFE

For the industrial strategy to be successful it must address the underlying political
imperative behind it; the need to see growth and its benefits shared more widely. We
argue that to achieve this the industrial strategy must put place at the centre and be
led locally. We explain precisely who should be responsible for leading it and
organisational form they take. We also make clear how places currently can take a

leading role and how they should be strategically planning for future economic growth.



However, there remains a limit to the value which can be created without additional
powers being devolved. Now is the time for government to give places the opportunity
to help themselves so that everywhere has the potential to play an important part in a
great economic renewal.

We envisage five key government actions to bring the industrial strategy to
life, outlined below. We have also illustrated what a locally-led industrial strategy can

look like in practice on this action map.

Recommendation 1: an industrial compact so that places can lead the industrial
strategy '

Each strategic authority should receive a suite of powers which will enable them to
overcome barriers to growth and compete with global counterparts. Power transfer
should be automatic, avoiding the attrition of negotiation that affected the city and
devolution deals. A selection of the key powers is included below.

e Strategic authorities should process and issue all visa applications for people
who want to work and study in their area. The strategic authority would become
the co-sponsor of each visa, alongside the relevant business or university(s), and
would be empowered to respond to shortages in local labour force capacity
whilst working in tandem with the local university(s). This would give local areas
greater control over the immigration levels in their area and encourage
politicians to debate the issue honestly with residents over the benefits and
drawbacks of immigration.

¢ Asisthe casein London, strategic authority leaders should be given the power to
grant planning permission on sites of strategic industrial importance. This would
in effect operate as a‘call in’ power on stalled or rejected development sites,
overriding local political objection.

* Inplaces where they do not already, strategic authorities should be given
regulatory control over their local transport networks. This should include
control of local bus services and local suburban rail services across their
geographies, and in each case the strategic authority should act as the local

transport authority.
Recommendation 2: creation of an Accelerated Growth Fund

From 2018 government should replace European structural funds and the Local
Growth Fund with a single pot, the Accelerated Growth Fund. While government
should set the national priorities this fund should target - and where relevant, honour
existing agreements - its allocation mechanism should be devolved to strategic
authorities, who are best-placed to identify their local structural barriers to growth. As
part of this, strategic authority chief executives (or similar) should become the
accounting officer for the Fund.

Recommendation 3: fiscal freedom to raise funds locally



For alocal leader to govern a place to its full economic potential, they must be given
greater fiscal flexibilities, particularly if they are being encouraged to take a lead on

revenue generation. We make a number of recommendations that would enable the
creation of more competitive local economies.

¢ The abolition of nationally-mandated business rate relief for charities. Local
authorities should have the sole power to offer rate relief at whatever level they
deem appropriate for their area and local economic competitiveness.

e The creation of Fiscal Freedom Zones (FFZs) in those places we consider stuck
towns. These new zones would have bespoke tax arrangements to support
inward investment and the creation of an enterprise culture. We envisage two
options, both of which could be industry-specific:

> Toattract venture capitalists to an area, tax reliefs offered as part of the
Enterprise Investment Scheme (EIS) and its subsidiary Seed Enterprise
Investment Scheme (SEIS) should be enhanced to 60% and 80%
respectively.

> Toencourage investment from large international businesses, corporation
tax should be waived within FFZs for firms new to the country setting up
head-quarters in the area.

Recommendation 4: capacity to grow, capacity to lead

Despite their differences, stifledand stuck places share the problem of capacity. For
the stifled, it is literal geographic capacity - there isn’t enough land on which to build.
For the stuck; it is leadership capacity.

» Those we classify as stifledshould have the right to petition government for a
boundary expansion. Government should then consider whether a boundary
should be redrawn to allow the stifledplaces additional land drawn from a
neighbouring authority in order to meet demand for housing and economic
development.

e Government should create a Growth Leadership Capacity Fund to support the
stuck. Areas would then be able to bid for funds in order to bring in additional
support to help develop leadership capacity.

Recommendation 5: public sector relocation

One commitment made in the government’s industrial strategy green paper is a
Cabinet Office review of the location of government agencies and cultural institutions.
Complementing this, we believe strategic authorities should be given a statutory right
to propose public sector relocation. For instance, Leeds City Region could propose the
relocation of the Department of Health, Health Education England and additional
elements of NHS England. This would build on the city’s health innovation sector.
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FURTHER INFORMATION

To find out more about this research project please contact jack.airey@localis.org.uk.



