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Introduction

Advanced manufacturing contributes
£5.5bn to economic output (GVA) ayear
to the North East economy and
supports 34,000 jobs (NECA, 2024).
Theregion’s wider engineering and
manufacturing basei.e. chemicals,
pharma etc. employs 122,000
contributing £9.7bn to UK
manufacturing output (Make UK, 2025).
The North East possesses global
capability inlean manufacturing, vehicle
production, pharmaceuticals,
aerospace machining and component
manufacturing.

» The automotive sectoris at the heart
of theregion’s advanced
manufacturing capabilities. Nissan and
itsregional supply chainaccount for
30% of all passenger vehicle
manufacturing in the UK. Thisincludes
20% of all battery electric vehicles
across Europe (NEAA, 2025).

o Advanced Battery Production and EV
Innovation. The North East possesses
emerging frontier manufacturing
capabilitiesin batteries. Forinstance, at
the International Advanced
Manufacturing Parkin Sunderland, AESC
isinvesting £1bninal12 GWh
manufacturing facility to produce
batteries for electric vehicles.
Alongside Nissan’'s EV36Zero electrical
programme, this positions the North
East as akey centre for next-generation
electric vehicle assembly alongside
battery production and sustainable
energy infrastructure.

» Emerging space cluster. In space, the
regionhas anemergent cluster of
satellite and materials organisationsin
County Durham located in proximity to
the North East Technology Park. With
agrowing number of specialist
businesses operating across satellite
development, advanced

manufacturing, data applications and
cutting-edgeresearch, theregionis
advancinginnovations with both
national and globalimpact.

Strengths and weaknesses of the
advanced manufacturing sector

Enabling the competitive advantage
and growth of the North East’s
advanced manufacturing sectorisits
combination of “hard” and “soft”
infrastructure:

Theregion’s hardinfrastructure includes
excellent transportinterconnectivity
through the A1Road network, national
rail freight routes, aire.g. Newcastle
International Airport, and the Port of
Tyne’s deep seawater port. A portfolio
of industrial investment sites
spearheaded by the £160m North East
Advanced Manufacturing Investment
Zone connects sites and assets from
Northumberland to County Durham.

Theregionis home to national research,
development andinnovation (RD&l)
assetsinautomotive, pharmaceutical,
aerospace, component andlean
manufacturing technologies and
processes.

e Durham University’s fundamental
research strengths are in small molecule
drug development, aerodynamics and
fluid mechanics, structuralintegrity and
systems analysis.

e Newcastle University possesses
world-class RD&l capabilitiesin
automotive electrification, drug
discovery and translational medicine
with strengthsin electric and hybrid
powertrains, andrare diseases.

e Northumbria University has strong
applied aerospace engineering
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expertise with core capabilitiesin
aerodynamics and structures with
underpinning strengthsin advanced
manufacturing technologies and
materials-enabled components.

e The University of Sunderland’s applied
R&D strengths comprise low-carbon
vehicles, engineering and
manufacturing digitisation, medicinal
chemistry, lightweight materials and
composite components.

e Enabling academic and private sector
innovation, the North Eastis home to the
Centre for Process Innovation (part of
the High Value Manufacturing Catapult).
The Centre develops and scales
advanced manufacturing technologies
and processes including formulation,
battery materials, biologics and
industrial biotechnology.

Theregion also benefits from alower
cost base forwages and affordable
commercial property compared to
southern competitors.

The sector has benefited fromlong-
standing support, including through
successive economic strategies
championing advanced manufacturing
by policymakers (North East Mayoral
Strategic Authority, North East LEP,
North of Tyne CAetc.). Alongside this,
enabling external intermediaries, for
example, Make UK and the Engineering
and Manufacturing Network.

Despite a globally competitive
advanced manufacturing ecosystem,
there are anumber of challenges which
could provide the focus for future
sector strategies and policy support:

Supply chains: Aside from Nissan and
itstierland 2 suppliers, the region has
limited large scale and local supply

chainsinthe otheradvanced
manufacturing sub-sectors, such as
aerospace. The North East retains a high
dependency onthe company anda
handful of other “anchor” branch plant
international firms, such as Hitachi, for
maintaining jobs and productivity levels.
This creates a vulnerability to changesin
global supply chains.

Skills demand and supply mismatch:
The North East illustrates a disconnect
between supply and demandinthe
skills system, hindering the growth of
the advanced manufacturing sector.
The region exhibits along-standing,
high demand for high-level
manufacturing jobs in the building and
construction sub-sectors. However,
persistent challenges with recruitment
and alack of investmentin talent
development by businessesin high-
level skills across advanced
manufacturing and precision
engineering positions remains a barrier
to growth (Quadrant Insights, 2025).
Alongside this, businesses identify
lower-level skills gapsinfieldsincluding
IT, leadership and management,
communication and customer service.
From a supply side, most of the North
East’s skills provisionis delivered at
Level 2 and 3. Inthe case of
apprenticeships, there are over 300
apprenticeships, but the majority are
electrical engineering. The alignment
between education providers and
industry requirements for higherlevel
skills provision continues to be
fragmented and uptake of learnersis
low (Quadrant Insights, 2025).

Technology transfer:Despite anumber
ofresearch, innovation and technology
assetsintheregion, including the
Centre of Excellence for Sustainable
Advanced Manufacturing at Sunderland
University, the Driving Electric
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Revolution Industrialisation Centre at
Newcastle University, and the North
East England Space and Technology
Centre at Northumbria University, the
exchange fromideation to diffusion
remains fragmented. Programmes such
as the the Northern Accelerator
academic spin-out programme are
seeking to address this. Combined with
private sector R&D funding, the North
East has one of the lowest levels of
business R&D expenditure inthe UK,
accounting forlessthan 2% of the
national total (Office for National
Statistics, 2025).

Opportunities toinnovate and grow
the advanced manufacturing sector

As stipulatedin the UK Government’s
Advanced Manufacturing Sector Plan
(2025), there are opportunitiesin sub-
sectorstoformnew collaborations that
go beyondregional boundaries. For
instance, there are opportunities to
align the North East’s emerging battery
production with the North West’s
world-leading research and commercial
capabilitiesin Al, robotics and
advanced materials.

Previous sector-based business
support programmes that stimulated
related diversification of the region’s
engineering and manufacturing base'
have demonstrated the value of
targeted approaches. Forexample, an
advanced manufacturing and
engineering diversification programme
could combine brokerage, cross-
sectoral applied RD&l projects, quality,
standards and accreditation support,
OEM procurement initiatives, and

1Such asrelated technology and service-based
firms diversifying from the oiland gasinto
offshore wind industry

cross-sectoral skills exchanges.

Strategic mapping of shared resources
and capabilities across advanced
manufacturing businesses would help
tofoster collaboration, reduce
duplication, and create synergies.
Greater coordination could focus on
identifying complementary skills and
technologies, enabling firms to
innovate together, and scale more
effectively. The North East has existing
cluster governance bodies, such as the
Engineering and Manufacturing
Network and Make UK, that canplay a
fullerrole in orchestrating the regional
sector.

Although the North East has the fewest
farmholdings of other UKregions, itis
defined by itslarge farms with an
average of 138ha of farmed land,
comparedto the English average of
87ha (OFS 2025). There is the potential
toinjectregional public sector policy
andinvestment through the Mayoral
Strategic Authority’s rural and coastal
taskforce into agri-tech innovation.
Initiatives such as the £200m Farming
Innovation Programme alongside
private sectorinvestment could be
leveraged to enhance productivity and
reduce carbon emissions of the region’s
farming community.

Aregional clustering strategy would
focus on building capability and critical
mass amongstindigenous SMEsrather
than directing policy and investment
around large and ofteninternationally
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footloose anchor firms. The emerging
SME space cluster at NETPark in County
Durhamis an example that could be
further developed through targeted
policy interventions using Local Growth
Funding, innovation partnership
schemese.g. Local Innovation
Partnerships Fund, and strategic
marketing of regional clusters.

Theregion candraw on practice from
other parts of the UK that have
successfully integrated supply chain
innovation, infrastructure and R&D
support of OEMs. The MINI plantin
Oxford has combined anintegrated UK
supply network, logisticsinfrastructure
and digital supply chain planning-
production support to provide flexible
and customised end-to-end supply
chain R&D, innovation and
infrastructure. The example of MINI and
others could be applied to OEMsinthe
North East to buildintegrated and
scalable supply chaininnovation and
infrastructure. This could help to
enhance quality, improve productivity,
build resilience and embed local and
regional firms with OEM producers.

The Made Smarter Adoption
Programme NE has supported industrial
digitisation of SMEs to optimise
efficiencies, assets andresource
utilisation. Programmes like these
should continue to be supported. The
proportion of openinnovationand
supply chain programmes focused on
connectingregional OEMs with
suppliers could beincreased. For
example, similar programmes in the
past have focused on supply chains
connectedto Lockheed Martinand
Hitachi. The region has some reputable
RD&linitiatives, such as the Arrow

regional academic innovation
programme, but their profile could be
raised in more traditional advanced
manufacturing sectors.

The North East’s Advanced
Manufacturing Investment Zone (Blyth,
River Tyne, Sunderland, South Tyneside
and Durham) and potentially the Al
Growth Zone (North Tyneside) offer
significant potential to stimulate
indigenous and foreign direct
investment through its combination of
taxincentives and dedicated
infrastructure investmenti.e. energy,
digital and logistics.

The North East’s Local Skills
Improvement Plan highlights a number
of areas for future support to address
the supply and demand mismatch,
including:

e the need and opportunity toimprove
basic digital skills provision across all
advanced manufacturing provision;

e targetedinitiatives to meet future
demand for advanced electro-
mechanical technicians

e reviews of Level 4/5 apprentice
standards;

e integration of industrial digitisation
into Level 3 curriculums; and

e increased SME engagement in skills
bootcamps and apprenticeships (NEAA
2023).

Accelerating Growth of Advanced Manufacturing in the North East 5



R

INSIGHTS 7
North East

References

Department for Business and Trade
(2025) Advanced Manufacturing
SectorPlan. London: Department
forBusiness and Trade. Available at:
https://www.gov.uk/government/p
ublications/advanced-
manufacturing-sector-plan
(Accessed: 5 December2025).

Make (UK 2025). Advanced
Manufacturing Impact Report 2024.
Available at:
https://www.makeuk.org/insights/r
eports/impact-report-2024
(Accessed 30 November 2025).

NEAA (2023). North East Local Skills
Improvement Plan. Sunderland:
North East Automotive Alliance.
Available at:
https://northeastautomotiveallianc
e.com/wp-
content/uploads/2023/09/NELSIP-
Brochure-Full-with-Annex.pdf
(Accessed 30 November 2025).

NECA (2024). North East Evidence
Hub. North East. Available at:
https://evidencehub.northeast-
ca.gov.uk/advanced-
manufacturing-evidence-base
(Accessed 30 November 2025).

Neffke, F., Henning, M. and
Boschma, R. (2011) ‘How do regions
diversify over time? Industry

relatedness and the development of

new growth pathsinregions’,
Economic Geography, 87(3), pp.
237-265. Available at:
https://www.researchgate.net/publ
ication/227694440 (Accessed: 5
December2025).

Office for National Statistics (2024).
R&D expenditure. London: ONS.
Available at:
https://www.ons.gov.uk/economy/
governmentpublicsectorandtaxes/r
esearchanddevelopmentexpenditur
e/bulletins/businessenterpriseresea
rchanddevelopment/2024
(Accessed 30 November2025).

Quadrant Insights (2025). Durham
Insights: Provision and Career
Insights - Created for the Durham
County Colleges Group. Durham:
New College Durham.

Accelerating Growth of Advanced Manufacturing in the North East 6



_:\311/4
INSIGHTS 7%\
North East

Insights North East
The Sir Terry Farrell Building
Eldon Place, Newcastle upon Tyne
NE1 7RD United Kingdom

www.insightsnortheast.co.uk
enquiries@insightsnortheast.co.uk


mailto:enquiries@insightsnortheast.co.uk

