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Introduction
In 2011, Gateshead Council prepared its first Local Economic Assessment (LEA), the
aim being to encourage economic development in the borough and contribute towards
improving the economic performance of the North Eastern Local Enterprise Partnership
area (NELEP). This annual update highlights the change that has taken place in the last
year.
With regards to Gateshead, the overall aim of the Council and its partners is to:

Create a sustainable, well-paid economy producing good
quality jobs for skilled people.
Following a tentative recovery from what was arguably the worst recession since
records began, 2011 has been a year of weak economic growth and continuing
economic uncertainty, especially in the Eurozone where the sovereign debt crisis has
had a significant impact and affected global business confidence.
This, combined with austerity measures in the UK, has hit the NELEP economic area
hard. For example, unemployment in Gateshead, especially youth unemployment, has
been rising and claimant levels for Job Seekers Allowance are back to levels seen at the
height of the recession.
Whilst the global economy is expected to see growth in 2012, led by emerging
economies such as China and India, many UK forecasts have been reduced on
numerous occasions illustrating that at best 2012 will see marginal improvement.
The Council and its partners continue to prepare for the upturn by exploiting the
maximum economic benefit for the borough from new opportunities and new economic
policy.
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The economic picture
Gateshead’s economic priorities are highlighted below; they are set within the
context of Vision 2030 - Gateshead’s Sustainable Communities Strategy, the 1PLAN
-NewcastleGateshead’s economic and spatial strategy, and partner priorities such as
those of the NELEP:

Economic growth
●●

●●

●●

●●

●●

●●

●●

●●

●●

●●

The successful regeneration of Gateshead town centre and Gateshead Quays is
fundamental to the economic, social and environmental wellbeing of the borough
and its residents.
Whilst manufacturing is likely to contract further, it will continue to provide
significant levels of employment. Therefore, ongoing diversification and the growth
of new manufacturing sectors remain essential to our economic success.
Major employment areas such as Team Valley will continue to provide important
employment locations for key sectors such as advanced engineering and low carbon
technologies and need to evolve to meet changing business requirements.
Business specialisation is vital to improving economic performance, this includes
working with universities to promote innovation and help businesses bring new
products to market.
Creative industries, business services and distributive trades are the sectors seen
to have the greatest growth potential. Over the next 20 years, the council should
continue to invest in Baltic Business Quarter and Gateshead Quays to enhance the
office, commercial, tourism and leisure potential of the area.
Businesses need support to become more sustainable through enhanced energy
efficiency.
A robust approach to business winning is essential to ensure that businesses,
within key sectors such as business and professional services, creative and cultural
businesses, construction and high quality retail, locate in and are retained in
Gateshead. This approach needs to be supported by a competitive portfolio of
employment land and an appropriate policy and regulatory framework.
Continued diversification of the skills base is essential to meet the needs not
only of Gateshead businesses, but also businesses across the NELEP area where
residents work accessing knowledge based jobs.
There is a need to continue to develop jobs at all skills levels to meet the current
skills base of the population. This will help reduce poverty, including child poverty
and improve the sustainability of local communities.
Thriving rural communities are essential to the economic vitality of the borough
and the wider NELEP area. The growth of rural businesses is essential in helping to
create sustainable rural communities and establish jobs in these areas.
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Economic inclusion
●●

●●

●●

There is a need to tackle worklessness, improve skills levels and attract talented
people to satisfy the predicted long-term employment growth.
Youth unemployment has increased by around 75% in the last four years. There
is a need to provide innovative approaches to help the 2,050 unemployed young
people aged 18-24 to find suitable work and training opportunities.
Promoting financial inclusion will improve economic wellbeing and enhance life
chances. Reducing illegal money lending and addressing issues such as child
poverty will help create sustainable communities.

Economic infrastructure
●●

●●

●●

●●

●●

●●

The low carbon economy offers significant growth potential for manufacturing and
construction. Opportunities to develop a town centre district heating scheme and a
major low carbon housing retrofit scheme known as ‘Green Deal’ are being explored
by the council.
Proposals to develop 36,000 new homes will help to deliver the long-term
aspiration of a combined Gateshead and Newcastle population of at least 500,000.
Next Generation (broadband) Access (NGA), with superfast speeds is essential if
local businesses are to compete globally over the longer term.
The reduction in public funding for infrastructure projects requires us to work
in different ways to promote physical regeneration. There is a need to develop
new financial instruments, such as Accelerated Development Zones, Community
Infrastructure Levy and Tax Incremental Finance Initiatives (TIF’s), whilst
working with developers to access NELEP loan funding to overcome “blocked”
developments.
Improving the accessibility of NewcastleGateshead’s urban core and improving the
capacity of the A1 at key pressure points will be important to tackle congestion on
key corridors and improve regional, national and international links, which support
regeneration.
Regenerating our local centres is an essential part of developing services within
communities and maintaining neighbourhood sustainability.

The global economy
Any analysis of the local economy needs to reflect global trading conditions:Whilst the 2009 global economic crisis saw the first fall in world Gross Domestic
Product (GDP) for 40 years, emerging economies such as China (9.70%) and India
(7.80%)1 have returned to growth rates that would be the envy of many western
economies. Recently, Japan has seen (annualised) GDP growth of 6% recovering from
the earthquake and tsunami of March 2011, whilst recessionary fears have eased in the
USA with a 2.0%2 (annualised) 3rd quarter rise in GDP.
1
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Business Insider – April 2011
BBC News – November 2011

The sovereign debt crisis within the Eurozone saw GDP growth of only 0.2% in Q3
of 2011. Whilst individually, Germany and France have performed better, austerity
measures have affected many of the smaller economies such as Italy, Greece and
Ireland. Greece has seen a 5.5%3 decrease in GDP in the last year. The uncertainty
surrounding the Eurozone economy continues to undermine global economic recovery.

The UK economy
The UK saw 2% GDP growth in the eighteen months to June 2011, regaining around a
third of the 6% lost during the recession in the 18-month period to September 2009.
Whilst growth increased to 0.5% in Q3 of 20114, underlying performance is weak and
fears of a further recession remain due in part to the difficulties in the Eurozone.
The British Retail Consortium5 highlighted a 0.6% year on year fall in retail sales in
October 2011. Spending continues to be subdued due to high unemployment, high
living costs, low wage growth and a lack of economic confidence. Interest rates remain
low to help stimulate recovery; conversely, for savers a low return on savings dampens
individual spending power and contributes to poor levels of economic growth.
In October 2011, the Bank of England6 announced an additional £75bn of quantitative
easing, adding to the £200bn programme introduced since the financial crisis began.
This will buy government stocks and bonds to aid liquidity and boost demand.
The UK is a net importer of goods and services, and its share of global exports has
fallen over the last decade from 5.3% in 2000 to 4.1% in 2010. Germany’s share has
increased from 8.9% to 9.3%7 in the same period.
Some 20,000 more businesses ‘died’ in the UK between 2009 and 2010, at the same
time there were 1,000 fewer business ‘births’. In all, as many as 235,000 businesses
were created in 2010 whilst 297,000 failed - equating to a death rate of 12.9%; up
from 11.8% in 20098.
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QUARTERLY NATIONAL ACCOUNTS: 1st Quarter 2011 (Provisional) - Piraeus: Hellenic
Statistical Authority. 9 June 2011.
BBC News Website / ONS statistics – November 2011.
The Press Association – calls to ease business tax burden – November 2011
Bank of England - October 2011
Winning overseas- boosting performance export overseas. CBI/Ernst & Young Nov 2011.
Business Demography 2010 – Office for National Statistics
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Employment
The UK employment rate fell to 70.2% in the quarter to September 2011; this is a reduction
of 197,000 people in work. Currently there are just over 29m people in employment9, which
is similar to the pre-recession figure in 2007.

Unemployment
UK unemployment rose by 0.4% or by 129,000 people to 8.3% in the three months
to September 201110, with 2.62 million people being the highest since 1994. Youth
unemployment is a particular problem and reached 1.02m in October 2011 (aged 16-24),
the highest since comparable records began 19 years ago.

The North East/North Eastern LEP area
The NE economy has changed significantly in the last 30 years. From a few large employers
within traditional industries, a more flexible business base has developed, with a desire to
encourage private sector growth to improve economic performance.
Local Enterprise Partnerships (LEP) have been established to stimulate further private sector
growth. The North Eastern LEP, which covers Tyne and Wear, Northumberland and Durham,
encompasses the entire Tyne and Wear City Region (T&WCR) and drives the economic
performance of the LEP area.
The former T&WCR saw exceptional growth in the period from 2000 – 2008, reducing the
performance gap with neighbouring city regions. This is important to Gateshead as it creates
business opportunities and high quality employment opportunities for residents who are
prepared to commute for work. Compared with other city regions, the area has larger public,
manufacturing and specialist sectors (such as automotive) and a smaller private sector such
as professional and business services and creative and digital industries.

Exporting in the North East
●●

●●

●●

●●

6

Q2 of 2011 saw North East exports of £3.112bn11, contributing to a record year
of £12.904bn. This is 21% higher than the previous 12 months (to June 2010)
and compares to a national increase of 15%. Q4 output balances were positive in
the North East, with 12% of companies reporting increased output in the last 12
months12.
Exports to Russia increased by £591m, or 177% over the past 12 months, making it
the fastest growing single market for the region.
The USA remains the largest single market with a 12-month export value of
£2.08bn, an increase of 20% on the previous 12 months.
Sales to Europe continue to perform well, with Germany and France among the
highest growth markets. Of the top 20 markets, only Spain, Belgium and Japan
recorded relatively modest falls in value.

The Tyneside Enterprise Zone will support the growth of low carbon industries,
especially in South East Northumberland and on the north bank of the Tyne, whilst
a new technology park is proposed for a site next to Nissan. These will create
opportunities for residents and businesses within Gateshead.
In the last year, the workforce in the public sector in the region has reduced by 32,00013
and further reductions are expected. In part, this is due to funding reductions to help
deficit reduction, although enhanced commissioning will increasingly affect public
sector job opportunities.
One of the key economic growth sectors is likely to be renewable energy, which has the
potential to attract significant investment into the region over the next two decades.
Natural resources such as water, wind power and coal reserves (that could encourage
the development of clean coal technologies in the North East), can help to drive green
growth and build a low carbon economy.
The North East economy will also benefit from investment in emerging technologies
such as a nanotechnology knowledge transfer network based in Gateshead, which
incorporates work with the North East’s universities.

NewcastleGateshead
The 1PLAN offers a unique approach to the regeneration of the economic LEP area’s
heartland. This will enhance opportunities for businesses and residents in emerging
knowledge sectors such as advanced manufacturing, science, health, technology, digital
and creative industries.
The regeneration of the Quayside and Gateshead Quays area offers significant potential
for retail, leisure and cultural facilities and new housing options, which in part, aims to
reduce congestion by developing new approaches to urban living for knowledge workers.

Gateshead
Population
Gateshead’s population is 191,70014, which has reduced by 21,000 since the 1980’s
(213,000). An ageing population raises issues regarding the long-term ability of the
borough to meet labour supply needs.
Business
GVA per head is measured against the UK average of 100. Since 1995, Tyneside has
had the strongest GVA per head performance in the region. The figure of 92.1 compares
favourably to the North East figure of 77.6. However, areas such as London (170.9) and
the South East (105.6)15 outperform Tyneside, illustrating the underlying weakness of
many Northern economies.
9
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Economically Active – Office for National Statistics
Unemployment - Office for National Statistics
HMRC – September 2011
EEF Business Trends Survey - Manufacturing Outlook Dec 2011
IPPR/The Journal Live Website – 7th Nov 2011 – Year to Summer 2011
2010 Mid year population estimates – Office for National Statistics
ONS - GVA at NUTS 3.3 - 2008
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The business base comprises mainly small businesses, with 86% of firms employing
fewer than 20 people, although 2.2% of businesses employ more than 100 people,
compared to a national average of 1.5%. Whilst start up rates are good in the rural area,
a lack of suitable business premises limits progress.
In 2010, there were 5,065 active businesses in Gateshead, with business births being
significantly below the number of deaths. Since 2004, the business base has grown by
9% or 420 businesses. One-year survival rates have been over 90% since 2004, from
91.8% in 2008 to 93.5% in 200916.
In 2000, around 5,000 people were self-employed, this increased to 8,400 in March
2010. Statistics to date for 2011 suggest that this dropped to 7,500. It should be noted
that these figures fluctuated considerably, as in the year to March 2011, they had been
as low as 6,60017.
There were 953 new business bank accounts registered in Gateshead during the first
nine months of 2011, a 1.4% increase on the corresponding period of 2010. However,
Gateshead’s rate of new bank account registrations is less than half that of Durham and
much less than Northumberland, Newcastle and Sunderland.
The vast majority of Gateshead’s employment space is industrial (91%), with office
use accounting for just 9%, the lowest proportion in Tyne and Wear. This suggests an
unbalanced economy. The prime retail location is MetroCentre18.
The borough has around 99,000 jobs. The number of jobs/working age population (or
Job density) is 0.80, which is much higher than the regional and GB average , illustrating
the borough’s ability to attract and create jobs.
Despite spending cuts, the public sector continues to be a major part of the local
employment base, although in overall terms the public sector has a smaller proportion
of local jobs than in many other areas20. Appendix 1 highlights employment by industry
in Gateshead.
There were 954 notified vacancies in the borough in December 201121, which is
significantly less than the 1,572 of three years ago in December 2007. Whilst regionally
there were around 10,000 vacancies in December 2011, this compares unfavourably to
the 17,500 of December 2007, clearly illustrating the continuing economic difficulties
facing the area.
Whilst manufacturing is expected to continue to contract, it will be at a lower rate and
will continue to provide a substantial proportion of employment.
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ONS – Business Demography 2010
ONS Annual Population Survey via NOMIS – January 2012
Employment Land Review (LDF) – Nathanial Litchfield and Partners December 2009 – pg 35
Office of National Statistics – 2009
ONS data, including APS, Labour Force Survey etc 2008-2010
Job Centre Plus notified vacancies December 2011

Case Study - Rural Economy
In 2012, Gateshead Council produced its first Rural Economic Strategy (RES) to help
address the economic issues facing its rural communities. The strategy clearly aligns
with strategies such as the 1PLAN and the aspirations of the NELEP, including the
need to encourage low carbon growth.
Research has highlighted that people living in rural areas face many of the same
economic and social issues as their urban neighbours, such as pockets of (relative)
deprivation, poor skills levels and a lack of business finance. However, rural
communities face particular constraints, such as limited markets, lack of suitable
business premises, transport issues and a lack of skilled residents to access the
available jobs.
However, people living in Gateshead’s rural area have a good quality of life and
are generally less deprived than residents of neighbouring urban areas. A high
proportion of people commute into Gateshead and Newcastle, where better-paid,
“knowledge based” employment is clustered.
The strategy has highlighted the need in our rural communities to:Maximise the potential and competitiveness of business - helping to ensure that
existing businesses are growing and becoming more competitive.
Develop the local labour market to meet the needs of the rural economy - by
encouraging new business growth, whilst helping more local people access
work, especially higher level jobs. It highlights the need to raise young people’s
awareness of and participation in higher level learning, if the knowledge economy
is to prosper.
Create successful and resilient rural communities – such as increasing the number
and availability of affordable homes, whilst continuing to improve the condition
and use of the existing housing stock. It recognises the need to encourage the
development of an increased number of viable locally based services. Addressing
financial exclusion will also help create sustainable communities.
Research suggests that business growth based on tourism, food and drink and land
& property assets should be encouraged. An action plan to develop these areas
arising from the strategy will be published shortly.
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Housing infrastructure
Improving the housing mix will contribute to the sustainability of local communities
and neighbourhoods and help attract and retain residents. To help drive economic
growth 36,000 new homes are required across NewcastleGateshead by 2030. The
majority of new housing (around 25,000 new homes) will be accommodated in our
neighbourhood areas, with around 5,000 being built within the urban core.
Nationally the low carbon economy offers significant growth potential for UK business
and industry. Investment in low carbon and renewable energy such as district energy
schemes can provide both environmental and economic benefits. The Council is
exploring such opportunities in relation to a town centre district heating scheme and
a major low carbon housing retrofit scheme proposed by the Government known as
‘Green Deal’. Should these initiatives be developed in Gateshead, they will create job
opportunities, improve the resilience of businesses and households to rising energy
prices and make a significant contribution to reducing Gateshead’s carbon footprint.

Transport
The A1 (M) in Tyneside is one of the most congested strategic routes in England,
particularly through western Gateshead where the priority is to improve several
junctions to deal with both current levels of traffic and future demand from
development along the route (e.g. MetroGreen, Team Valley). Park and ride facilities
linking Gateshead and Newcastle are also proposed.
Despite an extensive well-used public transport network in NewcastleGateshead, there
are outlying areas in the East of Newcastle and the West of both authorities, where
accessibility is more limited, with few direct services into the urban core or north south
links to other communities.
There is also a need to manage the high volume of traffic that passes through the
urban core, often unnecessarily. Associated with this, is the A167, which dominates and
divides the eastern edge of Gateshead town centre and then passes through Newcastle
as the central motorway creating a barrier between the town and city centres and
communities to the east22.

22

10

Evidence to the Northern Economic Futures commission – Gateshead Council October 2011

People and communities
The annual UK Poverty and Social Exclusion report23 sets the context in which to
examine economic and social deprivation. Whilst the rate of child poverty in the UK fell
for the second year running, 29% of children remain in poverty. The proportion of UK
working-age adults without dependent children in poverty increased to 20%. Poverty
amongst pensioners, despite being around half the rate of 1997, stands at 16%.
In mid 2011, six million people in the UK were either unemployed but wanting work or
working part-time because no full time job was available. Though this was no higher
than the previous year, it was two million higher than in 2004. The number of court
orders for mortgage repossessions in England and Wales rose to 21,000 in the first half
of 2011, the first significant rise for three years.
In terms of multiple or overall deprivation, the 2010 Indices of Multiple Deprivation
(IMD) ranked Gateshead as the 43rd most deprived local authority (of 326) in
England24. Whilst it is not possible to directly compare one IMD with another,
Gateshead was ranked 26th of 354 authorities in IMD 2004 and 52nd of 354
authorities in IMD 200725. Although the relative position of Gateshead in the index has
worsened since 2007, an analysis of the indicators used to create the IMD suggests
that the level of deprivation in Gateshead has reduced, although at a slower rate than
in other areas. There was a small reduction in the proportion of the population living in
the most deprived areas relating to income and employment, which is most likely due
to a reduction in the most acute levels of deprivation.
Deprivation worsened in the domains of both health and disability and education, skills
and training, although this is likely to be in relative rather than absolute terms, whereas
deprivation levels in relation to crime improved.
In Gateshead, areas such as Deckham (18%), Felling (18%), and Saltwell (16%) have
seen a significant reduction in the proportion of residents within the 10% most
deprived category (in England), although 10 of the borough’s 22 wards have over half
of their population living within the 20% most deprived areas. Since 2007, the Bridges
ward has seen a 16% increase in the proportion of its population within the 10% most
deprived category.

23
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Monitoring Poverty and Social Exclusion –– NPI / Joseph Rowntree Foundation. - Dec 2011
2010 Indices of Multiple Deprivation – CLG 2011
2007 Indices of Multiple Deprivation
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Key statistics include●●

48% of households have an income of less than £20,000 per annum26.

●●

The average house price was £128,086 in March 201127.

●●

●●
●●

Personal insolvencies were 50.5 per 10,000 residents in 2009, significantly higher
than the 30.4 per 10,000 for England and the highest in the region28.
Male/Female life expectancy is up to two years worse than the national average29.
Gateshead is one of four areas in the country where over 30% of adults are obese,
with a Body Mass Index (BMI) of over 30. This compares to the England average of
23% (24% for women and 22% for men30.

The Jewish Community
The Jewish community is experiencing year on year population growth of around 5%,
compared to a growth rate of less than 1% for Gateshead. Many households are larger
than the Gateshead average and have a lower annual income, with 64% having four
or more children and 28% earning less than £20,000 per year (Gateshead average
is £27,430). In total 63% of the working age Jewish population are in employment,
although over half are employed part time. A high proportion of residents work in
schools or further education colleges within the community. Large numbers (19%)
look after the home on a full time basis, compared with 6% for Gateshead. The main
barrier cited in seeking employment or training is lack of available childcare. Skills
levels of the community are, on average, higher than the Gateshead average with 64%
aged 16 or over achieving 5 or more GCSE’s at A* - C or equivalent, compared with a
61% Gateshead average and 13% of adults within the resident community engaged
in full time higher education, compared with 6% for Gateshead31. Lack of external
accreditation of many of the qualifications gained through the community’s own FE
and HE institutions presents barriers to wider employment opportunities, although this
issue is being increasingly addressed.

26
27
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30
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Acxiom 2009
Source: Land Registry – September 2011
Personal insolvency Statistics, 2009 - ONS
National Centre for Health Outcomes Development 2005-07].
Department of Health – Obesity Report
Gateshead Jewish Community Household Survey 2010

Case Study - Financial Inclusion
With 38% of residents living in the most deprived communities and only 7% living
in the least deprived areas , Gateshead is one of the most financially excluded areas
in the UK. In 2009, approximately 11% of households had an income of less than
£5,000 per year, almost double the national figure of 6.2%33.
Limited access to bank accounts and credit facilities can leave residents being
financially excluded, facing higher living costs and exposed to illegal money
lenders. Payment via direct debit can often be a cheaper payment option, whilst
many residents are unable to access home contents insurance, leaving them more
vulnerable in times of need. In addition, people on fixed or lower incomes often
find it more difficult to save.
Financial exclusion makes it difficult for many people to access jobs, due to a lack
of appropriate qualifications, skills or work experience. This limits their financial
status and impacts on family wellbeing, often leading to a cycle of deprivation.
Reducing illegal money lending is not only an essential part of reducing poverty
it will reduce the fear of intimidation and support the sustainability of local
communities. In December 2011, Gateshead Council and H.M. Treasury’s Illegal
Money Lending Team (England) launched an Illegal Money Lending Protocol, which
through joint working with partner agencies such as Job Centre Plus, the Police,
housing associations and the voluntary sector seeks to reduce the influence of loan
sharks and encourage other forms of affordable credit.

32
33

Gateshead Health Profile – Association of Health Observatories – 2009
Acxiom Ltd – 2009 Household Income Data
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Labour market
Employment
Whilst the total number of employee jobs in Gateshead (or jobs in workplaces) rose
to 92,400 in 2008, the number of working age people in employment decreased from
69.6% in December 2004 to 66.9% (83,700) in December 2010. Confidence intervals
may however mean that this change may not be significant.
Statistics from the Annual Population Survey for the five years to March 2011 suggest
that six of the nine occupational sectors have seen increasing numbers of jobs. These
are; managers and senior officials; admin and secretarial; associate professional and
technical; elementary; personal services; and process plant and machine operatives.
Skilled trades have seen the largest decreases. Unfortunately, confidence levels make it
impossible to state whether these increases/decreases are significant34.
The Business Register and Employment Survey, which provides a guide to labour
market changes, have superseded the Annual Business Inquiry. This highlights that
between 2008 and 2010 the number of employee jobs in the manufacturing sector
has continued to decline, whilst public administration and health jobs have increased.
However, this data reflects the labour market position before the true impact of the
number of public sector job cuts was realised35. The importance of manufacturing to
the Gateshead economy remains undiminished.

Unemployment
There were approximately 16,000 people in receipt of Job Seekers Allowance (JSA) in
August 1983, by late 2007 this had reduced to 3,080. The recession saw JSA rise to
6,458 by Feb 2010, although it had reduced by around 1,000 people by the end of the
year. In response to further economic weakening, JSA rose sharply again in 2011 to
6,33636, back to the levels seen at the height of the recession.
The make up of the register has changed significantly, with people considering
“underemployment” (or reducing their career expectations – even in the short term) to
get back into work, making it more difficult for unskilled people to return to the labour
market. Whilst this 6,000 figure is much higher than the historic low of 2007, it does
illustrate the progress made in the economy since the early 1980’s, with better skills
levels and transferable skills helping people get back to and stay in work.
In July 1994, 4,580 residents (41.2% of the jobless total) had been unemployed for
12 months or more37. In December 2011, this was 1,100 (17.4%). This is significantly
higher than the figure of 320 for December 2008 and further highlights the impact of
the recession. People aged 50+ and unemployed has followed a similar pattern, with
pre-recession figures of 465 increasing to 945 in December 201138.
34
35
36
37
38
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Annual Population Survey, ONS
Annual Employment Statistics (Business Register Employment Survey) 2008 and 2010
NOMIS JSA Claimant count – December 2011
NOMIS JSA Claimant rate – long term time series – Nov 2010
NOMIS – Claimant count age and duration 1992 & 2011

The full extent of youth unemployment is estimated to be around 27% of economically
active 16-24yr olds39, which is the second highest in the region behind Middlesbrough.
Other comparators include NE 23% and England 19%. Confidence intervals mean that
we are unable to ascertain if this is a significant difference.

Out of Work Benefits
Whilst high numbers of JSA claimants clearly illustrates a lack of suitable employment
opportunities, wider issues such as ill health also highlight the structural difficulties
within the workforce. Currently 11,140 claim Incapacity Benefit (IB)/Employment
Support Allowance (ESA) in Gateshead, which when added to those claiming JSA (and
a small number of other benefits) means that almost 24,00040 people, 1/6 of the
working age population, are claiming out of work benefits. This has implications for
economic performance, but also the economic resilience of local communities, with low
levels of household income limiting economic growth and business formation and the
sustainability of local communities.
A passive benefit regime41 has meant that once an entitlement to incapacity benefits
was established there was little expected of claimants, with no interventions to help
those who were interested in returning to work. Around 1.5 million of the current
caseload has been in receipt of incapacity benefits for over five years. For many this will
stretch into decades, and a return to work seems a near impossibility.
The cost to the public purse of each incapacity benefits claimant is roughly £5,250 per
year, plus likely Housing Benefit costs of at least a further £500. Using a conservative
gross wage assumption of £11,250 per year, the net saving to taxpayers of moving
people from incapacity benefits to work or helping someone remain in work is almost
£3,000 per year42.

39
40
41
42

LFS/APS Apr 2010-March 2011, ONS
NOMIS – Out of work benefit claimants – May 2011
Working for a Healthier Tomorrow – March 2008 – Dame Carol Black
DWP employment programme cost benefits analysis

15

Case Study - Child Poverty
A report by Save the Children Fund 43 has highlighted the extent of severe child
poverty in communities across Great Britain. Using this and local level data
measuring overall child poverty44, the following analysis has been able to highlight
the impact on Gateshead and the surrounding areas.
Gateshead has one of the lowest Child Poverty levels in Tyne and Wear, with
around 8,500 or 23.6% of children seen to be living in poverty (defined as having
a household income of less than 60% of median earnings). Despite Newcastle
having a much larger proportion of knowledge jobs than Gateshead, it has 14,700
or 30.2% of the total number of children living in poverty. In percentage terms,
25% more children living in Newcastle are seen to be living in households with
below 60% median earnings than in Gateshead.
The Council’s analysis of the data concludes that improving the skills levels of
residents without increasing the availability of higher-level employment does
not necessarily lead to a reduction in Child Poverty. Newcastle’s base skill level is
significantly higher than Gateshead’s, but so is the level of child poverty. This is
generally true across all skill levels, but in particular those with NVQ2 and NVQ3.
Whilst increasing the number of knowledge-based jobs will support GDP growth,
improve the standing of the borough and increase the number of residents working
within the knowledge sectors, it will also increase the (mainly) regional competition
for these jobs. It is therefore also likely that a significant proportion of the improved
performance will “leak” across the NELEP economic geography.
Therefore, if there is to be a real impact on reducing child poverty, we must
continue to develop higher-level jobs at Level 4 in Gateshead (and across the
region) and encourage employers to appoint the growing number of Gateshead
residents with these higher-level skills to them. However, as it will be some years
before the majority of people in the borough have higher rather than lower level
skills, we must continue to encourage the growth of jobs in the borough at all skills
levels to mirror the current low skills attainment of the population.

Skills
Whilst Gateshead’s population has stabilised in recent years, this masks the outmigration of younger people and the increase of older people in the borough. This
raises long-term concerns relating to the skills demand and labour supply needs of the
area.
The number of young people in the borough has reduced by around 4,000 since 2001,
whilst those aged 45-65 has increased by a similar amount. In the longer term, these
demographic changes will reduce the number of local people in the labour market at a
time when employment projections suggest that the number of jobs will increase.
43
44
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Severe Child Poverty: An Update Save the Children / New Policy Institute. Feb 2011
HMRC NI116 Child Poverty Data 2006-2008

Young People
Level 2 attainment at Year 11, excluding Maths and English, has risen steadily in the
borough in recent years. The 2011 Gateshead average of 87.9% is far higher than the
national average of 78.8% and the North East average of 84.3% and is one of the top
ten best performing areas in the country. The borough also performs highly with Maths
and English included, with 60.1% of young people achieving five or more GCSE’s A-C
grades, in comparison to 58.3% nationally and 56.5% regionally.
The percentage of candidates achieving three or more A*/A grades at A Level or similar
higher-level awards in the North East was only 7.6% in 2010/11, the lowest region in
the country. Gateshead does however, perform slightly better than the regional figure
with 7.9% achieving three or more A*/A grades and out performs all other Tyne & Wear
authorities, with the exception of Sunderland, also performing at 7.9%. However, this
compares poorly against 12.8% in England, 10.6% in the North West and 11% in the
highest performing region, the South East45.
The proportion of 16-18 year olds who are in employment, education or training (EET)
has risen to 89.7% or by 10% since 2006. However, the proportion achieving a further
education (FE) and/or skills qualification decreased by 3% between the 2008/09 and
2009/10 academic years. Whilst Tyne & Wear saw a similar decrease, this is against an
increase of 1.5% in the region and 4.8% nationally46.
An analysis of Skills Funding Agency (SFA) data suggests that only 12.7% of learners
under the age of 19 in 2009/10 achieved a qualification in one of the growth sectors
for Gateshead. This is an increase from the previous academic year, which stood
at 10.5%47. However, it should be noted that the data available from the SFA has
limitations due to a high proportion of qualifications recorded by the individual as
unknown.
In August 2011, 11.4% (723) of 16-18 year olds were not in employment, education or
training (NEET), one of the highest levels in recent years. Whilst this peak is seasonal,
as young people leave education to seek employment or further education, it remains
above the national average of 7.6% in the same timeframe. NEET levels in Gateshead
mirror the levels of deprivation, where, for example in Bridges, Felling and Saltwell
wards, over 10% of 16-18 years olds are NEET compared to approximately 3% in
Chowdene, Dunston Hill & Whickham East and Low Fell wards.
There has been a 29% increase in the number of residents in apprenticeships in
Gateshead in the 2010/11 academic year. Those completing apprenticeships increased
by 71% on the previous year, more than double the regional increase of 32%.
Participation rates of 16-18 years olds increased by 19%.
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46
47

DfE: GCE/Applied GCE A/AS and Equivalent Examination Results in England, 2010/11 (Provisional)
SFA Data Service – accessed October 2011
SFA Data Service by SSC 2008/09 & 2009/10
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An analysis of undergraduate entry into University by Parliamentary Constituency in the
academic years of 1997/98 and 2008/09 shows a 13.1% increase in students from the
former Gateshead East and Washington West constituency and 10% from the Blaydon
constituency. This compares very unfavourably with the average increase for England
of 43.6% and, for example, other northern constituencies, such as Leeds Central
constituency, which saw a 168.4% increase48.

Adults
A significant proportion of Gateshead’s adult population has literacy and numeracy
skills below government benchmarks. 22% of adults have ‘poor’ literacy skills
compared with a national average of 16% and 63% have ‘poor’ numeracy skills, again
compared with a national average of 46%49.
An analysis of people with no qualifications by parliamentary constituency highlights
that the borough’s two constituencies of Gateshead and Blaydon are within the 20%
worst performing areas in the UK50. Gateshead is ranked 55th (of 632), whilst Blaydon51
performs slightly better at 101st.
The Gateshead constituency has 18.3% of adults with no qualifications, whilst Blaydon
has 16.1%. This is well above the national average of 11.3% and the regional average
of 12.9%. In the region, only Middlesbrough has a higher proportion of adults with no
qualifications than Gateshead52. High levels of people with no qualifications impacts on
economic performance.
Constituency
% with no qualifications
			
Middlesbrough

20

31

Gateshead

18.3

55

Blaydon

16.1

101

Tyne & Wear average

12.9

N/A

Northeast average

12.9

N/A

GB average

11.3

N/A

48
49
50

51
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National Rank
(out of 632)

52

Higher Education Statistics Agency – accessed via www.guardian.co.uk October 2011
English & Maths data – DfE 2004
Gateshead Constituency consists of – Bridges, Chowdene, Deckham, Dunston & Teams,
Felling, High Fell, Lobley Hill & Bensham, Low Fell, Saltwell and Windy Nook & Whitehills
wards
Blaydon Constituency consists of – Birtley, Blaydon, Chopwell & Rowlands Gill, Crawcrook
& Greenside, Dunston Hill & Whickham East, Lamesley, Ryton, Crookhill & Stella, Whickham
North, Whickham South & Sunniside and Winlaton & High Spen wards.
Annual Population Survey 2011, via University & College Union Research

Almost half (48.3%) of the working age population in Gateshead is qualified to GCSE
level with grades A-C or to GCE A level or equivalent. However, in terms of Level 2 and
Level 3 attainment, information from Nomis has suggested that the gap has widened
significantly both regionally and nationally, with 7.5% having higher education below
degree level and a further 15.6% having a degree or equivalent and above. In England
as a whole, 22.9% have a degree or equivalent and above. Given an increasing reliance
on computers in even elementary occupations, it is important that all residents are
computer literate.
Those aged over 19 years and achieving a FE and/or skills qualification has increased
by 8% between the 2008/09 and 2009/10 academic years, which is significantly
better than the regional and national average53. Whilst records only show outcomes
for 50% of learners, only 9.1% achieving qualifications did so in strong sectors within
Gateshead’s economy.

Higher Level Skills
Whilst poor (and low) skills levels impact on economic performance, a small number of
adults with higher-level skills also impacts in terms of growing the economy, especially
ensuring the skills to attract, retain and develop knowledge businesses. Gateshead has
a lower proportion of knowledge businesses in the business base than Newcastle and
the UK average, and has one of the smallest knowledge based sectors in the region.
Despite the increase in the number of higher quality jobs in recent years, (see labour
market section) there has been little change in the percentage of the working age
population qualified to NVQ level 4 and above since 2004. This figure has been
consistently around 22% whereas GB and the North East, have seen significant
increases in that time54. There is a need to continue to increase the number of highly
skilled residents to meet aspirations for growing a knowledge-based economy.
The Business Winning NewcastleGateshead 2010 Report, compiled for 1NG by OCO
Global, details the high, medium and low sectors for potential inward investment in the
coming years.

53
54

SFA Data Service – accessed October 2011
ENOMIS Annual Population Survey – Jan – Dec 2010
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l

l

l
l
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l

LOW

l

LOW
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Retail
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Ageing & Health
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l

Molecular
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Digital Media offer)
Sports & Recreation
(mainly Sports
Science Offer)

Population Projections
Gateshead’s population55 is predicted to rise to around 205,000 by 2033. Whilst this
is an increase of around 15,000, the working age population is predicted to flatline,
showing zero growth in the same period. This is due to the ageing of the population
and has implications for the economy. It should be noted that these 2011 projections,
which are the latest available, take into account the changes in retirement age.
Revised economic growth predictions,56 prepared as part of ongoing work in developing
the LDF/One Core Strategy, have taken into account the changing economic situation.
Whilst these are only projections, they suggest that in the 2010-2030 period there will
be growth of around 20,00057 jobs across Gateshead and Newcastle, with around 5,000
of these being in the borough. Work to identify change in specific sectors is currently
being undertaken.
Whilst in-migration from other parts of the UK or abroad, graduate retention and
reducing out-migration from the region need to be taken into account, it is unlikely that
Gateshead will be able to help address the labour needs of new businesses developing
in the borough from indigenous sources.

55
56

20

57

ONS Population Projections – 2008
ONS- 2008 with further collaboration provided by Cambridge Econometrics/St Chad’s Coll.
Durham
ONS/Cambridge Econometrics

This reinforces the need to help people who are of working age but not in work, (such
as those in receipt of out of work benefits including IB/ESA), to return to work where
possible. This will help ensure that businesses have the workforce to meet their
operational requirements, reduce the take up of benefits and improve competitiveness
and productivity in the local economy.
Due to a static working age population, in-commuting from other North East authorities
is likely to have to contribute significantly to jobs growth in Gateshead.

21

Growth prospects 2012
The International Monetary Fund (IMF) predicts world GDP growth of around 4% in
201258, with good performance in emerging economies offset by weak growth in
established markets. The Organisation for Economic Co-operation and Development
(OECD) has a slightly more pessimistic forecast of 3.4%59.
The OECD forecasts US economic growth of 2%, with the continuing economic
difficulties facing the 17-nation Eurozone economy expected to limit growth to
0.2%. China is expected to continue to see strong growth at around 8.5%60, whilst it
is thought that Japan will continue to recover from the March 2011 earthquake and
tsunami with growth of 2.0%. The European Union has cut its own Eurozone growth
forecast to 0.5%, highlighting a continuing risk of recession.
The economic volatility in Europe has led many forecasters to revise down their UK
economic forecasts in recent months. Whilst the IMF is predicting growth of around
1.6% in the UK in 2012, the Bank of England forecast has been reduced to 1% (from
2.2%)61, reflecting the difficult trading conditions in Europe, which remains the UK’s
largest overall trading partner. The CBI predicts a similar growth figure for the UK
economy of 1.2% .
The Office for Budget Responsibility (OBR) expects UK growth of 0.7% in 201263,
significantly less that the March 2011 forecast of 2.5%. However, this prediction is
based upon the economic situation in the Eurozone stabilising, if this is not the case
the UK is likely to move into recession. It also predicts that unemployment will rise from
8.1 % of the workforce to 8.7% in 2012 before reducing to 6.2% in 2015.
Other forecasts reinforce the view that growth in the UK economy will be below
normal trend growth in 2012, with the British Chamber of Commerce at 0.8% and the
Engineering Employers Federation at 0.9%, illustrating similar forecasts.
Interest rates are expected to remain at a historic low for some time, due to the weak
global economy and UK austerity measures, with many commentators not expecting
rates to rise significantly until well into 2012 and possibly 2013.
Experian has predicted GVA changes at local authority level in the three-year period to
201264. The South and East are expected to recover from recession faster than outlying
areas such as Wales and the North.

58
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IMF World Economic Outlook – September 2011
OECD90 Economic Outlook 28/11/11
BBC News – 31 October 2011
Bank of England – 16 Nov 2011
CBI Quarterly Economic Review – Nov 2012
Autumn statement 29th November 2011
Experian Insights Q4, 2009

The UK’s core cities will drive recovery, although London, Leeds, Manchester, Edinburgh
and Cardiff are predicted to recover much faster than others do. Gateshead is predicted
to see a 0.2-0.4% GVA increase, well below London’s rise of between 1% -1.4%.
Growth sectors are expected to include retail and construction; public administration
and defence; wholesaling; hotel and catering and business services, whilst machinery
and equipment and paper, printing and publishing are predicted to see the largest
decline in jobs.

Industry

% Workplaces

Agriculture, forestry and fishing (A)

0.1

Mining, quarrying and utilities (B,D,E)

0.5

Manufacturing (C)

7.4

Construction (F)

11.3

Motor trades (Part G)

3.6

Wholesale (Part G)

6.3

Retail (Part G)

14.7

Transport and storage (H)

3.6

Accommodation and food services (I)

7.1

Information and communication (J)

3.6

Finance and insurance (K)

2.4

Property (L)

3.9

Professional, scientific and technical (M)

9.9

Business administration and support services (N)

9.6

Public admin and other (O)

0.8

Education (P)

2.8

Health (Q)

5.9

Other (R-U)

6.5
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Policy context
Economic
Economic policy is seeking to rebalance the economy by encouraging private
sector growth, whilst reducing the size and influence of the public sector. Proposals
include increasing the commissioning of public sector services, whilst increased
decentralisation will promote greater local accountability65 and improve competition.
Austerity measures are seeking to reduce the budget deficit caused by the global
banking crisis of 2008 to manageable levels by 2016-2017. Maintaining the UK’s
triple-A credit status is essential to keeping borrowing costs low, retaining investor
confidence and encouraging long-term prosperity. However, in the North East, where
public spending is a larger proportion of GDP than in many other regions, these
austerity measures are likely to limit economic performance.
Natural economic areas, based loosely around travel to work patterns, are replacing
the regional economic agenda of the previous government. As mentioned earlier
in the report, Gateshead is part of the North Eastern Local Enterprise Partnership
(NELEP), whose role includes the preparation of local economic plans, promoting
closer collaboration between business and the local authority and developing new
approaches to funding physical regeneration. LEPs will, for example, oversee the
Growing Places fund, which will provide loans to developers for infrastructure work
to help kick start new developments, stalled as part of the economic downturn. The
closure of 1NG will lead to both Gateshead Council and Newcastle City Council taking
more of a leadership role in the physical regeneration activities on Gateshead Quays
and the Newcastle Quayside.
Although the North Eastern Enterprise Zone (EZ) will not be Gateshead based, it offers
opportunities for the people and businesses of the borough. Proposals include the
growth of low carbon industries, especially in SE Northumberland and on the north
banks of the Tyne, whilst there is a proposal to develop a new technology park on a site
next to Nissan that will be within easy reach of Gateshead commuters and may create
trading opportunities for Gateshead businesses. The proposed incentive of 100%
capital allowances within the NELEP EZ66 has the potential to impact on businesses
locating to and developing in Gateshead.
The Council is also working with the neighbouring authorities in Northumberland and
Durham to explore a Rural Growth Network application, which offers tax and other
incentives similar to Enterprise Zone status for rural communities. Regardless of
whether this approach is successful, the work - including the development of the rural
economic strategy - will enhance opportunities for the rural economy and promote
links with the rural aspirations of the LEP and other partners.

65
66
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Local Growth: Realising Every Place’s Potential – HM Govt October 2010
Autumn Statement H.M. Treasury 29 November 2011

Housing
The move from regional geographies has dispensed with the need for strategies such as
the Regional Spatial Strategy. The Government is to abolish regional housing targets67
as these are thought to drive up land prices, limit housing supply and restrict access to
the housing market by first time buyers.

Planning
Strategic planning decisions need to be more closely aligned with realistic growth
assumptions in terms of employment levels and the right sectoral mix to ensure
effective policy measures and targeting of resources. This should be reflected within
the Local Development Framework and other regeneration policy measures such as
Accelerated Development Zones.
The Government considers that there is an urgent need to restructure the economy,
meeting the twin challenges of global competition and low carbon future and considers
that planning should not act as an impediment to development. The Draft New Planning
Policy Framework proposes “presumption in favour of sustainable development” to
encourage economic development. However, the Environmental Audit committee, an
influential group of MP’s, suggests that the changes are contradictory and confusing
and weights too highly the economic benefits over social and environmental factors.
Planning policies and decisions should take account of local circumstances and
market signals and be flexible to economic changes. Without clear and up to date
plans there is likely to be an onus to award planning consent. Whilst the draft national
policy encourages the local authorities to plan for new or emerging sectors, long-term
protection of employment land should be avoided. The Government also consulted
upon potential changes to the use class order to make it easier to convert commercial
premises to residential use and would mean that classes B1, B2 and B8 (business
general, industrial and storage) could become class C3 (residential) without any
additional planning consent. The Draft NPPF no long identifies office development as
a town centre use, which will provide further scope for out of town business parks;
although the Government continues to promote the vitality and viability of town
centres for retail and leisure uses.
Whilst these proposals may be positive in terms of encouraging economic growth that
responds to market demands, this deregulation may have wider social implications
on local communities and sustainability. However, a commitment remains to maintain
Green Belt, Sites of Special Scientific Interest and Areas of Outstanding Natural Beauty
(AONB), although previously developed land targets will be abandoned,
The Government encourages the greater use of Local Development Orders (LDOs) to
relax planning controls and boost enterprise and a new approach of Neighbourhood
plans68 to give local communities direct power. An example of each is proposed in
Gateshead, a LDO within the Team Valley Trading Estate, and a Neighbourhood Plan in
Felling.

67
68

Plan for Growth – HM Treasury and BIS – look for date
Plan for Growth – HM Treasury and BIS – look for date
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Labour Market/Benefits
The “Universal Credit” is to replace many existing benefits in 2013, seeking to simplify
the benefit system and make work pay. There are however concerns that reductions
in Housing Benefit will encourage people currently living in expensive areas of the
country to relocate to areas with lower housing costs, increasing levels of poverty,
homelessness69 and the difficulties facing disadvantaged communities.
Under occupation is a significant problem for Gateshead, especially for single tenants
of working age, who may have to consider moving to smaller properties or face a
reduction in benefits that will require a larger proportion of their disposable income to
be spent on housing costs. This will further dampen growth in the economy and is likely
to increase levels of poverty. Whether there are sufficient smaller local properties is
also an issue.
The Institute of Fiscal Studies has suggested that the Universal Credit should reduce
the number of children in poverty in the UK by 450,000 and adults in poverty by
600,000 by 2020-2021. However, this will be “more than offset” by other planned
reforms, such as using the Consumer Prices Index (CPI) rather than the Retail Price Index
(RPI) to set means-tested benefits. As a result, absolute child poverty is expected to rise
and by 2020-21 will be at its highest level since 2001-0270.
Reducing high levels of claimants on out of work benefits - Job Seekers Allowance (JSA),
Employment Support Allowance (ESA), Incapacity Benefit (IB) etc. will help improve
productivity and help overcome the potential medium term labour force shortages of
an ageing population. However, for these reforms to be successful there need to be
suitable jobs available. Vacancy rates are currently running at a third of 2006 levels.
Those on IB/ESA thought capable of working (following Work Capability Assessments)
will be moved on to JSA and helped to find work. For some this is likely to lead to a
reduction or loss in benefit, especially for those who have partners who are working. A
proposal to restrict ESA to 12 months is also under consideration.

Government Youth Skills and Employment Policy
The Government, in late 2011, announced a range of policies aimed at addressing rising
levels of youth unemployment. These are targeted at 14 – 25 year olds but include
a new education, training and work participation strategy for 16-25 year olds called
“Building Engagement; Building Futures”. The strategy has five key areas of change;
raising educational attainment; helping local partners work with the most vulnerable
young people; incentivising employers to increase apprenticeships; ensuring work pays
through personalised support and introducing the Youth Contract worth almost £1bn
over three years.
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BBC News Housing Benefit Changes – who will be affected – 31/3/11
BBC News online – accessed 11/10/11

The Department of Work and Pensions Youth Contract includes a range of new
measures for employers to encourage them to offer work and training. Over three years
from April 2012, the Youth Contract will provide at least 410,000 new work places
for 18 to 24 year olds, including 160,000 wage subsidies, 250,000 work experience
placements and at least 20,000 additional incentive payments to take on young
apprentices.
The DWP has introduced a mandatory Work Programme71, which targets the 10% of
unemployed residents thought most in need of assistance. Whilst public sector reforms
have given local authorities greater flexibility in how they allocate their budgets, in
essence, the loss of the Working Neighbourhoods Fund is significantly curtailing the
ability of the Council and its partners to respond to the needs of the other 90% of
residents.

Other
Proposals relating to Localism and the Big Society are part of the wider approach to
devolve power from central government to local control. The aim being to encourage
services delivered at the right level by the most appropriate body, including residents
groups. In addition to promoting public sector mutual bodies able to compete for
commissioned contracts, the approach includes, for example, Free Schools that operate
outside of local authority control. The Big Society Bank will use dormant bank accounts
and private sector finance to support the development of social enterprises seeking to
run public sector provision.
Proposed NHS reforms72 seek to encourage greater local commissioning and enhance
the role of GP’s in the management of local heath provision, which will diversify the
provider base. Public Health is to become a local authority responsibility from 2013
and is a good example of the changing role of the public sector as it moves from
being a deliverer of services to a place-shaping role. Further detail regarding health
and disability will be covered in a later assessment following implementation of the
forthcoming reforms.
Since the first Local Economic Assessment was prepared last year Gateshead Council
has developed a Rural Economic Strategy, which aims to enhance the economic
performance of Gateshead’s rural area by promoting the development of businesses
in Tourism and Food and Drink, whilst maximising the economic potential of the rural
area’s land and property assets. The Strategy will directly link to the wider aspirations
for the development of Gateshead and the NELEP area.

71
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Department of Work and Pensions
Health and Social Care – December 2011 – Ongoing
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For more information contact Gateshead Council’s Economic Development Service
0191 433 2030
The full report is available on the Council’s website:
www.gateshead.gov.uk
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