A green
alliance...

Local Industrial Strategy:
Mapping clean growth routes to
local prosperity



Acknowledging government should do more than just
ensure the macro-economic environment for growth, it

should support the economy by addressing market
failures (barriers)

e (Horizontal) to business start up, access to finance,
Innovation, training etc.

e (Vertical) Supporting industrial development and
competitive advantage of particular sectors



Picking winners or picking losers at the firm level. It should focus on the
whole sector, including new entrants and disrupters!

Protectionism. Industrial strategy has to prepare a sector, not protect it,
from change

An economic strategy. It has a narrower focus but they should connect.

Industrial strategy is not about the demand side i.e. the market conditions
firms operate in,

— alocal air quality plan that preferences eVs

— alocal waste strategy that encourages recovery and recycling

— a planning system that encourages low carbon development

It is about the supply side, helping businesses perform better....but they are related



* Could have been a number of things,
— Productivity
— Exports
— Jobs or blue collar jobs

— Rebalancing the economy — north to south, or reducing he
dependence on finance

— Decarbonisation



Why low carbon and resource
efficient growth?



Resource efficiency drivers: availability and price

Resource supply and demand imbalance by 2050
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Resource efficiency drivers: investors and competition
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Resources spend is 5x wage costs

UK manufacturers have 5x more
opportunities to raise productivity via
resource efficiency vs labour savings.

Four in five institutional investors would
reconsider or rule out investment if made
aware of resource scarcity risks

Costs of a typical UK manufacturer

Uneven performance

The best manufacturers achieve 50%
energy efficiency over ten years, whilst
the rest only achieve 10-15% in the
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Our approach to industrial strategy

UK decarbonisation policy

@

EOZOZOZZOZON

-H

X

‘0“
‘ :
[

DXDDXIXIXIXIXIX

DDA AT

<
X

Financial and Construction Offshore wind Automotive

business services

Vertical industrial strategy %

Agritech

L

N VA~ 8
.
Resources Skills Capital Innovation

Start ups Competitive

markets
Horizontal industrial strategy

Double down

Focus on sectors where
decarbonisation creates
conditions for world class
competitive businesses
and new industries to grow
in the UK

Futureproof

Target high productivity
sectors so they can respond
to new opportunities and stay
competitive in a low carbon,
resource efficient global
economy

Raise the baseline

Drive energy and resource
efficiency across the whole
economy to help business
develop new products and
processes, to lower costs and
increase competitiveness



Resource efficiency: a futureproof route to productivity growth

Improving resource (energy, water and materials) efficiency is the best route to productivity
growth because it builds in resilience to risk and longevity of the growth model into the
business.

Resource efficiency can support productivity growth in a number of ways:
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Lean and clean

building manufacturing
excellence in the UK
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The North has a big opportunity to provide essential resources @Juergen_Maier
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Embedding clean growth in
local industrial strategies



Different challenges and
opportunities

Source: analysis of
30 stuck and
stifled places,
Localis



Mapping clean growth challenges and
opportunities

Multiple industrial towns | Towns and rural areas Multiple towns with

with high proportion of with significant food and | plans for significant
heavy industry farming interests housing growth

Local economic issues

In particular sectors: economic prospects for growth, market or regulatory risks on
the horizon, new technological opportunities or business models

Infrastructure: energy constraints or costs to business on horizon, transport

congestion, quality of housing stock and need for development, access to green
space and attractiveness
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* Best argument for more powers and funding is
effective use of what you already have,

— Limited economic development functions: adults skills,
business support, inward investment

— Much more significant powers and convening role:
planning permission, business rates, procurement

— Potential to realise systems level business opportunities by
joining up strategies and infrastructure planning
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Could energy efficiency project in a business park create headroom on the
network for housing development?

Could rateable values exempt increases due to investment in renewable
distributed generation in factories or retail areas?

Could business rate supplement be levied for clean growth programmes
exempt businesses with qualifying membership of environmental
monitoring standard?

Could public or private contracts assess carbon footprint of contractors?
And use forward commitment contracts to drive innovation in delivery?

Could LEP be the facilitator of a energy management consortium that
supports demand side response to enable Ell to earn income from
operating as a virtual power station?



Raise the baseline — low carbon & resource efficiency
included in programmes across five foundations

Future proof — sectors fit for the future, existing firms
and new entrants that can succeed in a low carbon world

Double down — ensure infrastructure delivery and policy
provides incentives for businesses to innovate and invest
in clean growth

Think widely about policy options — what can local
stakeholders do to incentivise business investment and
create real market opportunities for clean growth



Contact and links to our work

Angela Francis
chief economist
Green Alliance

020 7233 7433
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http://www.green-alliance.org.uk/lean_and_clean.php

