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How innovation can support decarbonisation of the NE Foundation Industries

Executive Summary

The Foundation Industries (FIs)—comprising metals, glass, cement, ceramics, paper,
and chemicals—are vital to the UK's manufacturing base and economy. Yet, they
face a major challenge: achieving net zero by 2050. On 7th February 2025, FIVe
convened a roundtable in the North East to explore how innovation, collaboration,
and investment can decarbonise these industries while revitalising regional
economies.

The session emphasised the immense potential of the North East, underpinned by
its rich industrial legacy, world-class research assets, and collaborative spirit.
However, barriers persist such as fragmented support for SMEs, risk-averse funding
environments, misaligned policy frameworks, and a lack of long-term investment
strategies.

SMEs, which represent 97% of FI companies, need tailored support—including
challenge-led funding, better pathways to commercialisation, and deeper
engagement with industry and investors. Unlocking innovation must go beyond
technology, embracing policy, finance, and people.

Education and skills development also emerged as critical levers. To build a future-
ready workforce, industries must work with educators to reshape curricula and
promote hands-on engagement, ensuring young people see real futures in the Fls.

Ultimately, innovation will only succeed through sustained collaboration—across
sectors, regions, and disciplines—with strong leadership, coherent policy, and shared
ambition.
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Introduction

Here at FIVe, we know that innovation is the key to unlocking net zero for the
Foundation Industries (FI). We need to utilise the existing capabilities across the UK
to scale-up disruptive sustainable innovation and implement it into these critical
industries.

Regional capabilities and infrastructure are a key part of this, and we must tap into
the local and wider ecosystem utilising the UK's Research and Technology
Organisations (RTOs) and Catapults to ensure broad collaboration across the Fls.

“For critical infrastructure projects to succeed it requires Foundation
Industries and community to drive sustainability.”

On 7th February 2025, FIVe brought together key stakeholders to discuss how
innovation can support the decarbonisation of the Fls in the North East. The
discussions highlighted the challenges and opportunities in these sectors,
emphasising the need for collaboration, investment, and effective support
mechanisms.

The importance of moving innovation out of universities and community projects
into commercialisation can’t be overstated with less than 25 years left until we must
reach net zero. We know that barriers still exist to achieving this goal, such as
inherent risk aversion, the need for effective financial mechanisms, and flexible
regulations and standards. You can find out more about these barriers in our reports.

“And it's also important to remember that innovation doesn't just come through
technology. You can innovate in terms of things like the finance, the connection with
money, how you manage that, the risk reward. You can also innovate around policy
making decisions, so innovation is a cost shared by all. We need to get all of that right
while experimenting and doing things quickly.”

The panel discussed regional issues, the need for collaboration, the challenges for
SMEs, skills, and much more.

Our panel was expertly chaired by Philippa Glover - Director of the Foundation
Industries Sustainability Consortium (FISC) and included:

— Chris McDonald - MP for Stockton North

— Hannah Wade - MD of CPI Enterprises

— Sarah Cox - Innovation Challenge Lead for Innovation SuperNetwork

— Jonathan Oxley - Senior Manager, Net Zero Team at the CBI
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Innovation and the North East

As Jonathan Oxley pointed out, there is a proud heritage of innovation, not only in the
North East, but in the North in general. We have been manufacturing in the north
since the industrial revolution, so we need to harness that expertise, knowledge, and
capability to continue this legacy in a clean and green way. We have capabilities
within the Industrial Clusters, but we need to shine a light for the rest of the world
and to demonstrate our abilities to attract investment.

“If you're trying to find places to connect, you really do need effective
support to open new things and identify where there are opportunities
to make impact.”

The Fls create amazing jobs and provide a real sense of purpose, which is especially
important in areas such as the North East which face significant socio-economic
challenges, including lower than average incomes, higher unemployment, and lower
levels of education and skills compared to other areas in the UK.

There is huge potential for growth in the region, supported by local capabilities, such
as at MPI and CPI, and within the existing innovation ecosystem. Sustainable
innovation plays a major role in revolutionising these industries and so it's important
to attract startups and spinouts into the region to further that growth. By providing
business support and helping companies to access these existing capabilities they
will be able to move their innovations forward.

For Chris McDonald, his decision to move into politics was driven by his need to
promote all the incredible work that goes on in the region and in these industries. As
a former chemical engineer who worked in the steel industry including with British
Steel and MPI, he spoke of the importance of local knowledge and industry expertise
in delivering effective politics.
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Collaboration

It's important to recognise that while collaboration across companies and industries
is crucial, collaboration across regions will also enable us to identify common
themes and issues that we need the government to support.

"We need to stop being afraid of doing because we will get some
things wrong, but we can't just sit around and wait for the perfect
solution.”

Often, regional barriers prevent sharing and collaboration, but when viewed through
a macro or even global lens, the 90 miles separating Teesside from Humberside is
negligible. We need to embrace more cross-regional collaboration and acknowledge
that we can learn and grow together whilst facing very similar challenges.

The importance of creating opportunities for stakeholders to connect, share
knowledge, and work together to drive innovation was highlighted by the panel but to
date this hasn’t gone far enough and a wider community of people coming together
is needed for SMEs to coalesce around to discuss innovation and to understand
what everyone is working on. Without these opportunities to have open discussions,
innovations may never make it to commercialisation.

This level of collaboration can also be used to steer the focus of the government by
identifying common themes and issues that require UK-wide focus, support, and
finance.

By bringing together SMEs, start-ups, RTOs and industry, we can break down the
barriers to commercialisation. There is a clear path forward if we work together.
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SMEs

The challenges faced by SMEs, key players within the Foundation Industry supply
chains, and comprising 97% of all FI companies, are not always the same as for
large corporate entities. SMEs often need support in accessing funding and so
effective support mechanisms, such as innovation programs and grants, become
even more important to support them. Challenge-led funding, clearer pathways for
collaboration, and long-term investment strategies are also key enablers to support
the commercialisation of innovation for SMEs in the Fls.

Despite this, in some cases it can be seen as an over-reliance on the grant funding
structure, persistently generating early TRL technologies, or adopting off the shelf
solutions, but rarely innovating. To address this, SMEs need to understand clearer
pathways to commercialisation, have better private investment incentives, and
stronger industry engagement, to ensure they create and take advantage of, new
products, services and markets.

When SMEs are able to collaborate with larger firms within a supportive ecosystem,
it fosters growth and can enable innovation. In some cases, only relatively small
amounts of funding is needed to de-risk and validate an opportunity, this coupled
with development in entrepreneurial skills has the potential to move innovation
through to commercialisation.

"We need to advocate for more long-term programmes and
understand the value of creating communities that support SMEs.”

The existing ad-hoc and disjointed support isn't enough as the programmes change
regularly and are short-term opportunities. Furthermore, this approach makes it
difficult to measure the long-term impact of how successful the programme of
support has been for the SMEs.
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Policy and Investment

The complexity of what the Fls are trying to achieve can’t be overlooked and
therefore the need for long-term investment strategies and stable government
policies was a key theme throughout the panel discussion. Policy plays a key role in
investment and driving innovation.

The need for government support to create a conducive environment for innovation
and industrial growth is critical with clear, long-term commitments and investment
strategies to support the Fls and supply chains.

"Investment mechanisms and grants that are helpful are crucial.
There's a lot of work to do, but we believe that if we all work together,
we can move everything forward."

We asked what good policy would look like to support the Fls. As the government’s
current objective is around growth, there is a need to demonstrate that investing in
the FIs will enable growth and prosperity. The link between investment and growth
needs to be made clear. Currently, this way of thinking isn’t fully understood within
government and so this first small but important step is required.

80% of the UK’'s manufacturing base is dependent on one of more of the six Fls,
therefore by investing in the metals, chemicals, glass, ceramics, cement, and paper
industries, we are generating growth and prosperity across the majority of value
chains across the country.

Presently, The UK only has two businesses in the top 100 investors and they're both
in pharmaceuticals and life sciences. Therefore, in the Fls, we need to invest in the
SMEs that will become the large corporates of the future.

Reflection is also key to enable us to look back and learn what went well and what
didn't go well. Asking ourselves questions such as “did that policy drive the sort of
investment and support that is was designed to?” This is particularly critical with the
upcoming publishing of the Industrial Strategy, to reflect on the successes and
failures of the 2017 Industrial Strategy, and associated innovation programme, the
industrial strategy challenge fund, to build in learnings and ensure that the new
strategy is built for success and growth.
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Skills and education

Perhaps unsurprisingly the importance of engaging young people in science,
technologies, engineering, manufacturing and entrepreneurship came up time and
time again. From scholarships and degrees to hands-on apprenticeships, businesses
must actively showcase opportunities to the next generation. If young people don't
see exciting careers in industry, then they won't pursue them.

Despite this, a gap was highlighted between the traditional academic route still
provided by the UK curriculum and the practical and entrepreneurial skills that are
overlooked. Industry, education and government must work together to reshape the
future of skills through the curriculum.

But it's not only about the future workforce, we can also develop existing employees
to broaden their business development skills or upskilling in a key area needed by
the business such as problem solving and systems thinking.

"I look at my daughter's GCSE options, and they look very much like
the ones | saw many years ago. The curriculum doesn't look like it's
changed to reflect the options available in the world of industry."

The commitment to new qualifications like T-Levels and a renewed push of
apprenticeships is a great step forward, but industry can play its part by shouting
louder about roles, highlighting different careers and engaging with schools and
colleges as much as possible to guide local skills needs and curriculum
development.

The panel discussed the need to "actually get kids on site” and get them involved
with a projects, talk to them about the industrial heritage, innovation and exciting
things happening around them. By projecting a positive message around the exciting
careers that the FIs offer, we can eliminate the potential “brain drain” of many
students moving away from the North East and make people enthusiastic about the
endless opportunities that are available to them in the region.
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Conclusion

To draw the event to a close, we asked what key actions are needed to enable
innovation.

The overarching message was that we need an "Industrial Strategy with teeth -
harnessing the push from government to the priorities of UK industries" and to
"demonstrate that making an investment in the FIs will support the policy
environment especially around net zero."

Our panellists concluded that action was needed across all three stakeholder
groups:

Government and Policymakers

— Deliver a long-term Industrial Strategy and stable policies that prioritise
investment in the Foundation Industries.

— Create clearer links between innovation, regional growth, and national
prosperity.

— Champion challenge-led funding mechanisms and support private investment
in early-stage innovation.

Industry Leaders and RTOs

— Deepen collaboration with SMEs, start-ups, and research institutions to
accelerate innovation and scale commercial solutions.

— Build stronger regional networks that reduce duplication, share best practices,
and create opportunities for open knowledge exchange.

— Invest in workforce development by partnering with schools, colleges, and
universities.

— Engage with the consultation for the Industrial Strategy and ensure your voice
is heard.

SMEs and Entrepreneurs

— Engage actively with innovation ecosystems and funding programmes.

— Push for visibility and inclusion in strategy, investment conversations, and
regional partnerships.

— Collaborate boldly, share learnings, and advocate for long-term support to
bring your innovations to market.

We have less than 25 years to transform the Foundation Industries for a net-zero
future. The time for fragmented action is over. Let's build a united, resilient, and
sustainable foundation for the UK's industrial future—starting now.
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