The North East
in the Global Age
The North East’s Priorities for 2007: An Action Plan from NEEF

The North East
in the Global Age
The North East’s Priorities for 2007: An Action Plan from NEEF

CONTENTS
Preface

page

5

1.

The role of the North East Economic Forum

6

2.

NEEF’s fit into the Regional Economic Strategy

7

3.

Changing the mindset: the North East Region in a
European and Global Perspective

9

4.

Building on the Region’s Strengths and Addressing the
Region’s Weaknesses from a Global and European Perspective

11

5.

Will the Region win the Resources to do the job?

17

6.

Ten Priorities for Action in 2007

19

PREFACE
Professor Kel Fidler
Vice Chancellor
Northumbria University
Northumbria University has been a keen participant in the development of the North East Economic
Forum, providing a scholarly perspective in an ongoing debate on the issues that face the region.
The impact of this annual forum and the waves it has created come from its positive approach to
the opportunities that exist for the North East to recast itself as a major player, both nationally and
globally.
The approach has been positive, and at the same time, realistic. The level of debate at the two
conferences that have taken place so far has been impressive. We have not dwelt upon the
injustices of the past, we have not been nostalgic about our industrial heritage, and we have not
blamed the south for the chill wind that previously characterised our northern industrial landscape.
Instead we have re-affirmed the strengths and qualities that made us the industrial centre of Britain
in the 19th century and we have posed the question; how can these same qualities for innovation,
creativity and sheer hard work, be applied in the process of reclaiming that territory for the 21st?
In an economic landscape that is no longer reliant upon muscle and metal; that is increasingly
dependent upon ideas and networks, the future prosperity of the North East is more and more
bound up in its educational infrastructure. Patrick Diamond's action plan focuses on the need to
make the right choices and investments based on the right mindset, the correct priorities, and local
initiative. There is no arguing with that. However, if we are to enable local initiative, empower ideas,
and prioritise sensibly, engagement with the local universities is essential.
The universities will supply the intellectual raw material, will be instrumental in investigating markets
and trends, and will contribute to the seedbed from which enterprising individuals will grow the
businesses of the future. Higher Education is already a major player in the industrial regeneration
of the region, both as a source of ideas and creativity, and as a major employer.
This is by no means the full story. Globalisation brings new demands in a knowledge based
economy. The Universities have, for many years, been engaged in partnerships and networks that
bring talented people into the region from all over the world. This is a resource that is yet to be
fully exploited in the North East. These young people are the movers and shakers of the future
in their own countries; places like China, Malaysia, Thailand; many from the European Union. By
cultivating these partnerships and networks the universities are enhancing the ability of the region
to respond to opportunities all over the world
In 1877 The Mayor of Newcastle Mr T Robinson laid the foundation stone of Rutherford School of
Science and Art in Bath Lane (now Northumbria University). The School was the brainchild of John
Hunter Rutherford who had a vision for the future of the North East, based on sound principles of
vocational education. Councillor Robinson said, on that auspicious occasion, “If Englishmen wish
to maintain their position in the markets of the world, it will only be by scientific and technical
education”. Now, 130 years later, the statement (slightly adjusted to include English women) is as
vitally true as it was then. Economic planning must include education and training; education and
training must respond to the demands of economic and industrial development. It has always been
thus; we just need to remind ourselves from time to time.
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THE NORTH EAST IN THE GLOBAL AGE
The North East's Priorities for 2007: An Action Plan from NEEF

1. The role of the North East Economic Forum
The North East Economic Forum (NEEF) provides a unique opportunity to debate the future
economic prospects for the North-East. It brings together business leaders, trade unions, local
government, the voluntary sector, and many other political, civic and public policy stakeholders.
NEEF is cross party and non-aligned.
The second annual NEEF Forum in November was addressed by the Prime Minister, the Secretary
of State for Education Alan Johnson, the Secretary of State for the Cabinet Office and Minister for
Social Exclusion Hilary Armstrong, the Shadow Trade and Industry Secretary Alan Duncan and the
Treasury spokesman for the Liberal Democrats, Dr Vince Cable together with leading figures from
One North East, the Northern Way, the BBC, the Corporation of London as well as the Chief
Executive of Wellstream.
This year the unifying theme of NEEF's discussions was the North East in the global age. No longer
is it adequate simply to consider the North East as an English region within the United Kingdom.
We have to think of ourselves as a region within a European and global context.
The North East will stand or fall by how successfully it builds on its strengths in this global and
European context. If people within the region convince themselves that globalisation is only a threat
to the region's future, the region will never prosper. The danger is that the North-East declines into
a protectionist backwater.
Of course, there are challenges: the emergence of powerful new competition and the risks of new
inequalities. But NEEF is united in a belief that the region can prosper and succeed in the global
age if we make the right choices and investments for the future:
•
•
•

If the region develops the right mindset
If the correct priorities for the region are identified
If national government enables the region to act on its own initiative to tackle those priorities.

As the Chancellor Gordon Brown has remarked, we are entering a phase of economic development,
“challenged by global forces from which there is no shelter and no protection”. That means
becoming, “outward-looking, competitive, flexible and reforming”1. To help clarify these priorities for
the North-East, this year's NEEF Conference brought together regional business figures, leading
academics and trade unionists, together with policy experts and local community leaders. The
discussions covered five highly relevant topics to the region:
•
•
•

1

The Learning Age: HE, skills and training in the a global context
Cutting Edge Industries: high tech potential in the North East
Environmental Sustainability: making the North East a great place to live and work

See G. Brown, ‘Statement to the European Parliament’s Committee on Economic & Monetary Affairs’, 12th July 2005
(www.hm-treasury.gov.uk)
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•
•

World class leadership: developing future leaders in the North East
Empowering local communities - the neighbourhood dimension

Debate in itself is of limited value unless it informs follow up action, creates pressure for change,
and helps to shape concrete outcomes. The purpose of this document is to give focus to those
conclusions. NEEF is not just a talking shop: this paper sets out immediate priorities that all the
economic and public policy actors in the region need to focus on in 2007. By buying into a set of
common priorities, we multiply our effectiveness at every level.
This Action Plan aims to clarify:
-

How best the region can help itself to succeed and meet current priorities alongside future
challenges;

-

How best national government can change and adapt its policies to enable the North-East to
grow and prosper over the next decade.
The North East Economic Forum provides a great opportunity for senior people from all
sections of the North East to think about the direction our region should be taking. This
paper represents a great chance to consider the challenges and opportunities posed by
globalisation, with specific actions that if delivered will provide a lasting platform upon
which this region's success can be built."
Joe Docherty
Chief Executive, Tees Valley Regeneration

2. NEEF's fit into the Regional Economic Strategy
There is, of course, already a Regional Economic Strategy (RES). The RES, devised by One North
East (ONE) on behalf of the region, has involved all the principal stakeholders in the North-East. To
implement this Regional Strategy, the RES Action Plan is now in the final stages of consultation.
NEEF fully endorses the RES which sets three challenging targets for the Region by 2016:
•

Increase Gross Value Added per capita to 90 per cent of the national average from the
present 80 per cent.

•

Create between 18,500 and 22,000 additional new businesses.

•

Provide employment for between 61,000 and 73,000 more people than current levels.

To achieve these bold targets, One North East proposes a £1 billion pound investment in six
necessary transformative interventions:
•

To build a new enterprise surge based on increasing the number of business start ups in the
region from 4300 a year to 5600 by 2011 and at the same time reducing VAT deregistrations
by 500 from 3900 to 3400. This will require improved business support for new start-ups
with more specialist and intensive support for high growth business ideas. It will prioritise
university incubator- business spin-offs in health sciences, energy, and the design,
commercial creative and digital media sectors. To make this enterprise strategy work will
also require an improved Regional image, tailored support for key graduates and incomers
to the region, smarter public procurement and an alignment of Local Enterprise Growth
Initiatives with regional objectives: a £145m programme by 2011, creating around 40,000 jobs.
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•

To boost productivity, through a sharper segmented approach to support services, based on
the existing successes of the North East Productivity Alliance and the Manufacturing Advisory
Service. In addition ONE will give full backing and practical support to companies working
together to improve technology, products and processes in key sectors: the chemicals,
renewable energy, oil and gas, marine design, food and drink, health sciences and health care,
and creative industries. Also crucial are enhanced programmes to attract investment into the
Region from key target international markets and to provide simple and straightforward access
to finance: £200m programme including £34m for specialist sector support and £115m
for access to finance, creating around 17,000 jobs over 30,000 businesses.

•

To promote better harnessing of Science, Innovation and Design through projects such as
Newcastle Science City (with its Institute for Stem Cells opening in 2007); a network of
Regional Energy Centres to promote renewables; Digital City (building on the University of
Teesside's strengths in games and animation); the Design Centre for the North in Gateshead;
Wilton Materials Centre making it the most significant centre of new materials R&D in Europe;
NET Park in Sedgefield building on strengths in novel electronics; and Sunderland Software
City: an investment programme of £215m creating about 27,000 jobs and 3,500 new
businesses by 2016.

•

To enhance the capability of the workforce for the knowledge intensive industries and
services of the future, by seeking to harness national skill programmes such as National Skills
Academies to meet specific local and regional needs, by improving incentives for employers to
invest in their workforce through Train to Gain and the skills brokerage service; and by building
an integrated Information, Advice and Guidance Service for all adults and young people:
an £80m investment by One North East.

•

To promote Economic Inclusion and increase the size of the workforce by developing the
Regional Employability Framework. The aim is to reduce worklessness through the roll out of
enhanced Pathways to Work bringing together health support, learning and 'Job Centre plus'
services. In parallel employers must be encouraged to provide 'route ways' for workless
people into entry level jobs in priority sectors for the region. The Government's City Strategy
for Tyne and Wear is now being developed in Tees Valley: a £50m investment by One North
East.

•

To invest in the economic heart of our City Regions. In Tyne and Wear this involves
accelerating the regeneration of Newcastle and Gateshead, attracting new investment to
Sunderland, revitalising Durham City as a university centre and tourism asset, expanding
Newcastle International Airport and the Port of Tyne to ensure that both are able to compete
as international ports and that the North East has a viable international gateway; crucial in
attracting outside investment to the region. In Tees Valley the priorities include infrastructure to
support growth sectors such as the Wilton Centre, the National Industrial Bio-processing
Centre and the National Nano-particularates Network; to facilitate the expansion of Teesport
and the completion of Phase 1 of NETPark; and to take forward the Stockton Middlesborough
Initiative and Tees Valley regeneration at North Shore and Middlehaven: a £200m investment
by One North East in City Regions by 2011, complemented by around £110m in rural
areas, business accommodation and transport and ICT infrastructure.

NEEF fully supports these strategic priorities as set out in the RES. What we seek in the rest of this
document is to provide a context and identify some immediate challenges for the Region in the year
ahead.
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“This Action Plan is a clear sign that economic development partners are moving in
the same direction and agreeing on regional priorities. The key drivers of the Regional
Economic Strategy (RES) feature very strongly in NEEF’s plans. Its consistency with the
RES will help the region to deliver the transformational interventions we have identified
to increase productivity in the North East economy, create more jobs and allow new
businesses to flourish.”
Pat Ritchie
Director of Strategy & Development
One NorthEast

3. Changing the mindset: the North East Region in a European
and Global Perspective
Too often, we compare what is happening in the North-East to other regions of the UK such as
London and the South-East. Thirty years ago, it was valid to compare the region's position in that
way. Since then, however, the situation has been completely transformed.
The challenge for the North-East in today's economy comes not just from within Britain. It comes
from Europe, especially Eastern Europe, and increasingly other regions in India, China, South
America, and across the global economy. A European and global perspective on the North-East's
future has too often been missing from regional debate. Now is the time to fill that void.
We need to analyse how the North-East performs against the competition in Europe, and across
the globe. That means identifying our strengths and weaknesses - our creative potential to be
an innovator and leader in skills, infrastructure, innovation, research and development, science,
higher education, culture and tourism, setting out clear priorities for action where it is really
needed.
The North-East also needs to face up to the future economic challenges that may not hit the region
until 2015 or even 2025. Traditional manufacturing industries are visibly in decline. Across the UK,
manufacturing has declined as a proportion of the total economy from 23 per cent in 1990 to 13 per
cent in 2006. The net total of manufacturing jobs has declined from 5.2 million in 1986 to 4.5 million
in 1996 - and stands at less than 3.3 million today. Nearly half of all jobs in the North-East are either
in the manufacturing sector (14 per cent) where it will be become harder to attract new inward
investment, or public services (32 per cent) which are always vulnerable to a slowdown in spending
by central government. Even new service industries like call centres are losing their competitive
edge in the global market.
The region has to prepare for change now, not at some vague point in the future. It should actively
search for examples of success from other regions in Europe that have taken steps to strengthen
their competitive position for the future. Many regions in Europe are finding new ways to equip
industries and workers for the knowledge-driven economy. We should learn from this, not assume
that all the answers should be home-grown in Britain.
Many in the North East fully appreciate the need for this change of mindset. All of us, however, need
to understand the impact of globalisation better. At one level as regions we are competitors with our
neighbours. But at a more profound level we should see ourselves as collaborators in facing up to
common challenges.
The North East has successes from which other regions in Europe can learn. Take for example the
vital issue of improving access to finance for growing companies. New equity investment funds have
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been established targeted at the Region's businesses such as the North Star Equity Investors Proof
of Concept Fund and the North East Investment Fund. The needs of micro businesses are being
addressed through the Regional Micro Loan Fund and the Environmental Micro Loan Fund.
Northern Rock has raised a £5m North East Enterprise Bond to provide interest free loans to local
community enterprises.
This type of financial innovation helps in part to compensate for a banking system that in other EU
Member States is more receptive to the needs of smaller firms, though there is great interest
throughout the EU in the fostering of local and community enterprise. The European Investment
Bank has a wealth of experience in what works best through the financial support it offers a wide
range of intermediaries across the EU - enabling new entrepreneurs and growing companies to gain
preferential access to loans and equity finance.
The region should work collaboratively at the European level to strengthen networking between
regions, and cities at the centre of regions, that like the North East have undergone massive
industrial restructuring over the past three decades, now successfully building a better future.
We should examine the different means by which the regions and local government finance
infrastructure and economic development, pressing for European best practice to be applied in the
UK. We should encourage our universities in the North East to develop their own centres of research
excellence in regional and urban economics in the age of globalisation to give the region the fresh
ideas and innovation it needs.
At the same time, we need to strengthen the imprint of our region on the world map. We should use
the region's outstanding assets more effectively to help do this - its rich and unique history from the
Romans to the Industrial Revolution, its tourist potential, its sense of community, its flowering
of excellence in sport, culture and higher education. We should use every means to improve
the region's links with other parts of the world - in particular, the European Union, United States
and Asia, including India and China so that local businesses gain first hand insight of the market
opportunities opening up. Overseas businesses, particularly the new global entrepreneurs of
Asia, should also be encouraged to think of the advantages of the North East when they look to
expansion in Europe.
Our aim should also be to promote a vibrant, confident debate within the region about the future:
one that encourages people to think of the opportunities that globalisation offers as well as being
mindful of the threats. This debate must involve the region's young people. It must raise aspiration,
build confidence and lead to fresh commitment and action. In today's economy, it is not physical
assets or even access to capital that determines the success of a company or a country - but the
quality and skills of all its' people.
It is only the people who live and work within the region who can solve the region's problems.
But to do this we need a better understanding of the region's strengths and weaknesses and a
framework of national support that enables the North-East to tackle its own problems.

"The region is well aware of its challenges and opportunities. We need co-ordinated
action to take this forward. I welcome the fact that this paper seeks to integrate NEEF
into the existing policy structures, in particular the Regional Economic Strategy."
Sarah Green
Regional Director, North East CBI
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4. Building on the Region's Strengths and Addressing the
Region's Weaknesses from a Global and European
Perspective
We need a balanced, not exaggerated picture of the Region's strengths and weaknesses.
Gross Value Added per head in the North East Region is 80 per cent of the UK average. A central
objective of the Regional Economic Strategy is to halve that gap in the coming decade. But the
region is already more prosperous in relative terms viewed from a European perspective. UK GDP
per head is some 9 per cent above the average for the EU15 and 19 per cent above the average
for the newly enlarged EU. As a result, the North East is only 13 per cent below the EU 15 average
and 5 per cent or so below the enlarged EU average.
It is, of course, a hazardous exercise to predict the economic future. But if the UK continues to grow
at, or slightly faster than the EU average, and if the RES objective to halve the value-added gap in
the United Kingdom is achieved, by the middle of the next decade the North East would have to stop
thinking of itself as a 'deprived region' in European terms. Rather, the terms of debate would need
to change: the focus should become how to tackle the remaining deprivation within the region, and
what role EU funding could and should continue to play in addressing these issues. EU Structural
Funds have been of tremendous value to the Region in the past. They continue to play a significant
and useful role.
But both the region's eligibility for assistance and the purposes for which funds are allocated is
likely to change in the years ahead. The North East needs to anticipate where the regional
development debate is heading in the EU - not defend positions from the past where underlying
realities are clearly changing. It needs to develop a new perspective on how expanding EU policies
in areas like research and higher education - and its concern for social inclusion and assisting
workers through future economic adjustments - can help the region prosper in the global economy.
On some dimensions, the GVA numbers already underestimate the region's prosperity. For those in
work, incomes are higher than 80 per cent of the UK average. Average earnings are 87% of the UK
median and 84 per cent of the UK mean. There is also the impact of lower house prices in the region
on disposable incomes. Too often this impact is assumed to be beneficial to the region in that
mortgage payments are of course on average lower. But so also is the wealth that people have
tied up in housing equity which can be released for consumption or to start a business. Regional
relative differences in house prices, which currently stand around two thirds of the national average,
vary considerably over time. However, the Institute for Fiscal Studies (IFS) has calculated that
overall, differences in house prices narrow observed inequalities between the North East and the
rest of the country by approximately half.
For many North East citizens, the Region offers a high standard of living and an enviable
quality of life. That is why the Region is increasingly able to sustain the life enhancing activities
of a sophisticated service economy. This should be seen as a magnet for future success and a
stimulus to raising local aspirations, not as surface candyfloss.
Manufacturing now accounts for only 14.5 per cent of jobs in the North East and 12.6 per cent on
the UK as a whole. It accounts for less than a fifth of jobs in the whole of the EU25. From 1998 to
2003, the number of manufacturing jobs in the North East and UK fell by roughly a quarter. Over the
whole EU 25 from 2000 to 2004, 8 million new service jobs were created while employment fell in
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industry (by 1.7 million) and agriculture (by 1.1million). Across the EU services account for more
than two thirds if all jobs.
The North East, like the rest of Britain and Europe, is rapidly transforming itself into a knowledge
and service economy. Manufacturing nonetheless remains of crucial economic importance. The
North East exports 25 per cent of its manufacturing output especially cars and speciality chemicals,
as against a national figure of 17.5 per cent. 62 per cent of those North-East exports go to the
rest of the EU, as against 56 per cent nationally. For this reason alone, a dynamic EU economy is
crucially in the North East's interests.
The 'knowledge and service' transformation underway in all developed economies across the world
does not mean that manufacturing industry should be abandoned. But the emergence of new
competition, both for mobile foreign direct investment with the enlargement of the EU to the East,
and as a result of China's growing pre-eminence with the rest of Asia as the workshop of the world,
puts an even higher premium on excellence: raising productivity and skills throughout the supply
chain; translating technology into commercially successful innovation; and social partnership that
recognises the challenges of global competitiveness and the inevitability of economic adjustment.
The trade unions in the North East have benefited from far sighted leadership that has given
priority to the long term interests of their members.
The services economy in the North East is, however, composed differently to the service economy
in the UK as a whole. In the UK as a whole business services and the public sector each
account for about a quarter of all jobs: in the North East the figures are 20 per cent and 30 per
cent respectively. The relatively large size of the public sector in the region goes along with a
smaller private business sector than in the rest of the UK. In the North East there are just over 200
businesses for every 100,000 people as against nearly 400 nationally and 500 in London.
The public sector must be a force for innovation and dynamism in the Region. It is
misleading to conclude from the statistics that the public sector in the Region is too large2. There
are plenty of examples in Europe of regions where the public sector plays as big a role in the
regional economy as in the North East. And indeed several regions in the Nordic countries where
this is the case have in the last decade and half enjoyed a faster rate of growth than London and
the South East.
There is nothing economically damaging by definition in the existence of a large public sector. The
task is to ensure that the public sector is dynamic and innovative and focused on the priorities that
will shape the region's future. That is why a strong reform agenda is essential in the public sector to
ensure its innovation and dynamism. But that reform agenda should not be fashioned in London and
driven top down. Instead, it should be tailored to regional needs with its momentum bottom up.
In particular, it is important to the development of the business base within the region that the
public sector does not see itself as a monopoly provider of services. The North-East needs a
pluralistic model of public service delivery involving players from every sector of the economy and
civil society. Diversity of provision in the public services can enable regionally based private sector
businesses, as well as NGOs, social enterprises, the voluntary sector and charities to thrive in the
region, and develop the North East as a base for activities elsewhere.
2

The data on which this study is based is drawn from HM Treasury, Public Expenditure Statistical Analysis, ‘Total identifiable
expenditure on services by country and region per head, 2000-01 to 2005-06, 2007.
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In parallel the small size and inadequate dynamism of the North East's business sector needs
to be addressed. In all, there are some 45,000 businesses in the region but over the last decade,
the number has grown more slowly than in the rest of the UK at an annual rate of 0.3 per cent
as against 0.7 per cent (1.5 per cent in London). There are, however, some positive signs that is
changing. The business survival rate is improving and is now only marginally below the national
average. And whereas the North East has traditionally had fewer self employed in its workforce
(1 in 12 against a national average of 1 in 8) and fewer micro businesses (in 2002 only 17.6% of NE
businesses had a turnover of less than £50k as against 20.4% nationally), in the past three years
there has been an encouraging improvement in measures of entrepreneurial activity.
The challenge of building new enterprise is one that is shared in most of Europe. Some regions of
Europe are very similar to the North East in simply having too small a business sector. This is the
case in old regions of heavy industry like the Ruhr, Lorraine and Wallonia; Southern Italy and much
of the former Communist countries. In some Member States there is insufficient new business
creation: this has been particularly true of Germany.
But a general problem throughout Europe by comparison with the United States is that while our
rates of new business creation and business failure are broadly similar, fewer SMEs in Europe
succeed in growing to become significant companies. As a result, they create far fewer new jobs
than in the United States. A whole mix of reasons may account for this less favourable enterprise
environment: the tax system; greater barriers to new entry in British and European markets,
including the absence of a properly functioning Single Market in services; a smaller and less
business oriented research base; the inability to transform research into commercially successful
innovation; a financial system that favours incumbent companies over untested entrepreneurs; a
workforce with insufficiently adaptable skills; and a weaker enterprise culture. All of these arguments
have some plausibility and relevance in the North East context. But certain features of the North
East experience stand out:
A low level of R&D spend at 0.9 per cent of regional GDP or £293m (in 2002) as against a UK
figure (and EU average) of about 1.9 per cent of GDP and £19.3 billion (in 2002) - as against an EU
target of 3 per cent. This is far lower than in the successful Nordic countries and in Austria, Germany
and the Netherlands. More seriously, business R&D in the North East has declined from 0.7 per cent
of GDP to 0.4 per cent since 1998. There is virtually no government research in the region, as
against total national spending of around £2 billion annually. The only bright spot for research in the
North East is in the university sector. A key priority for One North East's considerable investment in
science and innovation is to facilitate business spin offs, while ensuring an expanding research base
in the HE sector.
An improving performance in education and skills, but still far from the all round excellence
that the North East needs. 18 per cent of the North East workforce has no educational
qualifications; 20.7 per cent have them at tertiary level. The equivalent figures for the UK are
15.4 per cent and 25.1 per cent. The gap has narrowed by an encouraging 2.5 per cent in the last
five years.
This mixed picture is not untypical of the EU as a whole. 30 per cent of the workforce is without skills
- an extraordinary weakness given the rapid disappearance of unskilled jobs. This is predominantly
because of a heavy unskilled older workforce in Southern Europe; and in the new Member States
the level of formal educational qualifications is high, which is why the combination of low wages and
high skills is attractive to inward investors in countries like Slovakia.
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In the North East, despite dramatic improvements in measurable school achievement at Key Stage
2 and in 5 A*-C GCSE pass rate (up 14 per cent in the past seven years), the region still lags the
UK average. At Key Stage 3, there is a 3 per cent achievement gap. In 2004, 47.8% of North East
16 years olds achieved 5 A*-C grade GCSEs, as against the figure for England and Wales of 52 per
cent. But no fewer than 46 of the North East's 157 maintained secondary schools achieved less than
37 per cent. According to the statistics, social deprivation only accounts for part of this long tail of
school under-performance. The North-East also had the lowest proportion of pupils within any
region that gain 5 A*-C GCSEs including English and Maths.
Indeed, 68 per cent of over 16s were still in full time education in comparison to 72 per cent across
England. The North East does, however, have a higher proportion of post 16s in some form of work
based learning than nationally (12 per cent as against 7 per cent). By age 19, 82 per cent of girls
in the region had achieved 5 A*-C GCSEs or the equivalent - ahead of the national average of 78
per cent. But the region has a serious problem with the underperformance of its boys at 62 per cent
as against a national average of 73 per cent.
Countries that once prided themselves in the excellence of their educational system such as
Germany are now full of angst about deteriorating performance, though their vocational training is
still effective despite some rigidities in the face of technological change. Britain remains weak in
intermediate skills. The expansion of Modern Apprenticeships has been remarkable in recent years,
but there is still a patchwork approach to post school education. The challenge for the North-East
is to combine a more comprehensive and inclusive approach to skills that meets genuine regional
needs and is not driven from London in a top down, rigid way - putting emphasis on personal skills
and adaptable qualities that individuals need to thrive in the knowledge and service economy.
Some Member States are outstandingly successful in basic education. The Finns, for example,
manage to achieve an internationally comparable 95 per cent standard in Maths for 11 year olds
when primary schools in the Region are only managing 75 per cent. We need to establish why this
lag exists. All the evidence suggests that training schemes in later life are relatively ineffective in
compensating for individual under-performance at school. The Region's priority should to drive
improvement in school performance by getting the basics right at the start.
Attracting talent from outside the region is almost important as nurturing talent inside. In the
last two decades, higher education has replaced heavy industry as the most important economic
activity in the North East, particularly in Tyneside. In 2004, 12,652 students from the region got into
university. 8,233 chose to study locally, but another 9,000 came from other parts of Britain to study
in the Region: a net inflow of over 4,000. The university sector in the North East is at least 25 per
cent larger than it would be simply on the basis of the Region's population. Once they have
graduated, up to 1500 graduates per annum choose to continue living in the region. This is a 'pull'
of talent which the Region must nurture and expand.
In later life, especially for people pursing successful careers in business or academia, ease of
communication with the outside world is a critical success factor for any location. The North East's
communications are good but could be better. Rail and air connections to London are for the most
part excellent. But the development of Newcastle International Airport is a crucial asset for the
Region as a whole, particularly links to capitals and business centres in the rest of Europe. Similarly
rail links to Manchester Airport for intercontinental flights could be much improved.
More generally as the Northern Way has identified, strengthening communication within and
between the Northern Regions is one way of businesses ensuring access to critical mass in
14

potential new markets. Universities and research centres can also co-operate to build centres of
excellence that make use of more than 'virtual' links.
We have achieved a great deal in cultural regeneration and repositioning the North
East as a major tourism destination. There is still a challenge for us all to positively
address national perceptions of the region as a place to live, work and learn. However,
narrowing the North South divide in all sectors will be dependent on improved transport
infrastructure and greater flexibility in regional investment programmes.'
Andrew Dixon
Chief Executive NGI

A considerable proportion of the region's relative deprivation is accounted for by people of
working age not in work. While the gap between the regional and national unemployment rate has
narrowed considerably in recent years (the regional unemployment rate have fallen from about 9 per
cent to 6 per cent since 2000 and the rate of long term unemployment is now below the national
average), activity rates measured as those in work plus those registered as unemployed are low
by UK standards. In the second quarter of 2005, the activity rate for the region as a whole was
75.1 per cent - 3.5 per cent below the UK average. It was below 70 per cent in three areas:
Middlesborough (69.0 per cent), the Wear Valley (64.9 per cent) and Easington (63.4 per cent).
This problem of employment inactivity in the region is one that the North East shares with the
rest of the European Union. In terms of jobs and growth, the EU as a whole is doing better than
in the recent past and recovering well. The employment rate (i.e. activity rate minus registered
unemployed) has risen by 4 per cent since 2000, especially among older workers. But at 64.7
per cent, this is still way below the Lisbon Strategy's 70 per cent target for 2010. The North
East's employment rate is nevertheless around the Lisbon target figure, despite its relative
underperformance in the UK, but 8 per cent lower than the figure in the South East.
17 per cent of the population in the North East is dependent for their income on benefits, as against
12 per cent nationally. 26 per cent of people in receipt of benefits in the North East - other than the
universal old age pension and child benefit - are on disability or invalidity benefit, as against 16 per
cent nationally. 23 per cent of households of working age have no one in work as against a sixth
nationally.
The core of the worklessness challenge is among older people of working age. For the over 50s,
the regional activity rate was only 62 per cent - 11 per cent below the national average and has
fallen by 5 per cent since 1997. The EU and the North East have a major shared problem. If we
compare 1971 with 1999, the employment activity rate for 55-64 year old men has fallen from 73
per cent to 39 per cent in France, 77 per cent to 48 per cent in Germany, 79 per cent to 49 per cent
in the Netherlands, 82 per cent to 62 per cent in Portugal, 83 per cent to 52 percent in Spain, 83
per cent to 67 per cent in Sweden, and 83 per cent to 59 per cent in the UK. Overall in this age
group, over 40 per cent of men and nearly 60 per cent of women have dropped out of the labour
market.
One encouraging difference between the North East and the rest of the EU is that youth
unemployment is no longer a major issue here. In the EU, however, it is double the unemployment
rate overall and over 20 per cent in France, Italy and Spain and a staggering 40% in Poland.
Eurobarometer polling consistently demonstrates that around half of all European citizens name
unemployment as one of the two most important issues facing their country. Yet a recent MORI
poll in the UK put unemployment 10th in a ranking of issues - well behind the issues of top concern
such as crime, health and immigration.
15

But whatever the position in Britain as a whole, in the North East we should not risk complacency.
The level of disguised unemployment suggested by the statistics for inactivity among older workers
is a major issue for the region. We need a much bigger debate about how the barriers that exist
to equal access to employment opportunity can be overcome - one on which we can draw from
comparative European experience. Progress in overcoming these barriers and raising employment
rates remains fundamental in terms of both regional economic growth and social justice.
But there also issues of poverty as well as inactivity. In 2002-03, 21 per cent of people in work
earned less than £150 a week as against 16 per cent nationally. 26 per cent of benefit recipients
received Working Families Tax Credit as against 17 per cent across the UK.
22.5 per cent of North East school children are eligible for free school meals as against 17.7 per
cent nationally. In Newcastle, the figure is 34.2 per cent; in Middlesborough 30.3 per cent; in South
Tyneside 28.1 per cent; and in Hartlepool 22.8 per cent. In most local authorities, between a tenth
and a fifth of eligible children for one reason or another do not claim.
Across the EU, 72 million or 15 per cent of citizens are at risk of poverty, defined as 60% of
median income in each Member State with another 36 million on the verge of poverty:
•

12 million of the 72 million poor are elderly. The same 1 in 6 proportion of pensioners in the
UK are poor. In the North East the figure will be higher.

•

There is also significant poverty, as measured by income statistics, among single under-30
year olds living alone: 37 per cent in the UK, 42 per cent in Germany, and 49 per cent in the
Netherlands count as poor.

•

9 per cent of the EU's population - or 35 million people - have been living in a low income
household for at least two of the preceding three years. This will include many of the poor
elderly.

•

The risk of poverty however is concentrated among families with children. Nearly 20 per cent
or 18 million of the EU's under 18 year olds are at risk of poverty, and to them we have to add
their parents. The last three decades have seen a pervasive increase in child poverty rates
which in all member-states are higher than those of the population as a whole.

Children at the highest risk of poverty live in single parent families. These account for only 4.4
per cent of all households in the EU, but a third of them are at risk of poverty. By far the highest
proportion of single parent households anywhere in Europe can be found in the UK (at 8.4 per cent).
In the UK, the risks of single parenthood are compounded by high rates of teenage pregnancy,
which are a fifth higher in the North East than nationally (at 51.9 per 1000 women under 20).
Teenage pregnancy is hugely damaging to life chances and results in large numbers dropping out
of school.
Child poverty is also prevalent in jobless households. Across the EU, 10 per cent of all children live
in jobless households. The UK has the highest level recorded of any Member State: 1 in 6 children
grow up in jobless households. 1 in 5 North East children are brought up in a workless household.
Poor children experience a disproportionate share of deprivation, disadvantage, bad health and bad
school outcomes. When they grow up, they are more likely to become unemployed, to get low
paid jobs, to live in social housing, to get into trouble with the police, and are at a greater risk of
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alcohol and drug abuse as young adults. Moreover, in most countries, they are likely to transfer their
poverty of opportunities to their own children. This has an economic, social and political cost
which in a rational world should be set against the public expenditure costs of early intervention assuming such interventions can be made effective - reducing the risk of future negative outcomes
and social exclusion. Tackling the causes of deprivation is critical to improving the quality of life for
all citizens in the North East: not just the quality of the environment in our cities and urban centres,
but improved cohesion of local communities in tackling crime and anti social behaviour.
Such problems cannot be permanently solved by redistribution through tax and benefits, only by
the creation of new opportunities. They require determined pursuit of a credible economic and
social strategy, creating jobs but accompanied by effective social investment led by people who
understand community needs on the ground.
"The North East Economic Forum adds to the growing awareness that the region will do
best by helping itself and by focusing on key priorities for economic growth. I particularly
welcome the emphasis on the positive role for public services, the ongoing importance of
manufacturing and the recognition that we need to make the most of our workforce by
investing in skills."
Kevin Rowan
Regional Secretary, TUC

5. Will the Region win the Resources to do the job?
The key issue for the region, however, is whether the 2007 Comprehensive Spending Review
will enable the Regional Economic Strategy and the accompanying necessary social
investment to be delivered in the run up to 2010.
This is not just a question of whether One North East will be awarded the necessary resources
from central government, enabling it to fulfil its role in this billion pound investment - though this
is vital. While NEEF recognises that of all the Regional Development Agencies, the North East has
been generously treated - allocated around 11 per cent of the RDA national budget as against the
North East's 6 per cent share of the population - the North East's economic development needs are
demonstrably greater than in many other English regions. A failure to maintain growth in the size of
RDA Single Pot, or any attempted reduction in the North East's share could be highly detrimental
to the region at this critical stage in the development of new enterprise and its overall economic
strategy.
There is also a critical issue as to the future of the mainstream public spending programmes
that are essential to the Region's future and provide the public underpinning for the RES - the
national programmes for transport investment, road, rail and other public transport; for schools,
further and higher education and skills; for health and social services; for unemployment and
disability benefits; and for support for all the different activities of local authorities.
This is a question not just of the rate at which these continue to grow nationally, but also within the
overall national programme what prioritisation is given to the needs of the North East region and
what degree of enhanced control the region will gain over how these resources are spent. This is
not a question of special pleading for the North East. It is an issue of whether national government
recognises the priorities that the region shares and whether the region itself is enabled to shape its
own future.
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Public spending has grown fast in the North East in recent years: in cash terms from £13.5 billion
in 2000-01 to £19.5 billion in 2005-06; in real terms in 2004-05 prices from £14.8 billion in 2000-01
to £19 billion in 2005-06. This is a real terms increase of well above 20 per cent in five years. But
the North East's share of regionally identifiable public spending has remained static at 5 per cent.
There has been no increase in share for disadvantaged parts of the UK.
Although spending per head in the North East is 10 per cent above the UK level, it is striking that
the equivalent figures for London are 15 per cent, for Scotland 18 per cent, and for Northern Ireland
30 per cent. There is little justification for these large differences in terms of relative GDP per head.
It should also be remembered that spending per head includes monies spent on social protection social security benefits, housing and council tax benefits. The North East's spending per head in
this category is the highest of any region's: 14 per cent above the UK average as against 8 per cent
in Scotland. Spending in London is at the UK average. The large amount of public spending per
head devoted to social protection in the North East reflects a higher proportion of pensioners due
to migration as a result of past economic decline, and a higher proportion of the working age
population on benefits as we have discussed elsewhere in this document. This represents the social
costs of the past inheritance of economic decline and high unemployment in the North-East.
When one examines the resources available for social investment in education, health, local
government and other public services (deducting social security and other social protection
spending from the total), the North East is hugely disadvantaged vis-avis Scotland and London. The
North East's spending per head in 2005-06 is £4474; in Scotland it is £5115; in London it is £6215.
The UK average is £4187.
Around 30 per cent of all identifiable public spending in the regions goes through local government.
North East spending per head is 8 per cent above the national average; Scottish spending is 14 per
cent higher; and London local authority spending is 45 per cent greater. Admittedly the costs of
public service provision in London are high - but this is a very large differential with the poorest
region in the UK. The local authorities in the North East have played an outstanding role in the
economic and cultural regeneration of the region. They need to be granted the resources, flexibility
and freedom from central controls to step up their efforts.
In what is expected to be a tight public spending settlement, the Government should act
differentially between the regions; justify proposed differences in spending levels on rational
criteria; and in our view ensure that the North East is able to sustain its successes in economic
regeneration and maintain adequate social investment to tackle the deep problems of social
deprivation that remain.

“This Paper challenges us to ensure that our region, its communities and individuals
within it have the opportunity to contribute fully to evolving agendas across the board
from local to global. This should apply whether it is a neighbourhood issue such as estate
development or a global issue such as carbon emissions. The key challenge is to provide
quality support frameworks for this to happen.”
Irene Lucas
Chief Executive, South Tyneside MBC
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6. Ten Priorities for Action in 2007
The North East is growing faster than it has for decades and is enjoying a period of
economic success unparalleled in living memory. It is punching above its weight in many
sectors. However, perceptions lag this reality significantly and we need to focus on
strategies for growth discarding the begging bowl. As vehicle ownership is growing
rapidly we need a co-ordinated transport strategy. We need to focus on education and
training if we are to truly break free of the low skills equilibrium. With record employment
levels continuing to increase we need to engage everyone or working age and encourage
inward migration. We need to embrace the future with a new found confidence and
justifiable high morale.
James Ramsbotham
Chief Executive of the North East Chamber of Commerce

1.

Ensure full backing for the One North East Regional Economic Strategy from across
government.

2.

Mobilise the region's stakeholders and MPs to argue for a public spending settlement that
properly addresses the wider needs of the North East - ensuring that local government and
other public services gain an increasing share of national resources in order that necessary
spending on regeneration and social investment can be maintained.

3.

Press the Government to relocate a significant Government Research Centre to the North
East.

4.

Work with the region's universities to develop the attraction of the region to bright students and
able researchers from the rest of Britain and other countries.

5.

On worklessness, press for greater powers to be given by the Department for Work and
Pensions (DWP) to cities and regions, using welfare budgets creatively in moving people off
benefits and into work - and giving a greater role to employers.

6.

On skills, shape the Department for Education and Skills (DfES) agenda on the development
of new vocational qualifications and the strengthening of Modern Apprenticeships. There
should be more scope to design qualifications and a curriculum that suits the needs of
particular regions and localities.

7.

Push for a real commitment to improve the region's transport infrastructure including the
development of the Metro link into Teesside. While the capital's needs are important, they
should not be met at the expense of other UK regions.

8.

Argue for a step change towards localism in how public spending is managed - reducing
over-centralisation and getting away from the old culture of top down paternalism. It is time for
Whitehall to loosen the reins. This is the best way to ensure better working together by
government agencies.

9.

Engage more fully with the policy debate in the EU about the reform of the Budget and the
shape of the new generation of Structural Funds - ensuring that the region benefits from new
policy developments such as the expansion in the Research Budget, the development of a
European Institute for Technology and the Globalisation Adjustment Fund.
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10. Launch a new effort to promote a positive image of the Region in the global and European
economy - raising confidence at home, and encouraging mobile investment and creative talent
to choose the North East as the best place to live and work.
The North-East will prosper and succeed in the future if it makes the right strategic choices
and investments today. The North-East can be a beneficiary of economic globalisation - but
it needs to invest in the productive base of the region, particularly its skills, infrastructure
and research capabilities. Greater focus is required from the region's stakeholders on those
individuals and communities that are at risk of being left behind. Everyone should be enabled
to seize the benefits of new economic opportunities. The North-East has to see itself
increasingly as an economic actor in a European and global context.
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The North East Economic Forum
The North East Economic Forum was established in 2005 as a vehicle for continued
debate on the growth and regeneration of the North-East as a region. The Forum brings
together the region’s key stakeholders from national and local government, industry and
the voluntary sector; with representatives from trade unions, the region’s universities and
stakeholder groups such as the CBI.
The opportunity for key stakeholders to meet on a regular basis and at events on such a
large scale is unprecedented in the North East, and the forum is proving increasingly
popular among politicians, business leaders and others with a vested interest in the
future success of our region.
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