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Summary 

Manufacturing plays a fundamental role in the economy of the North East of England. 
This needs to be appropriately valued. According to some employer’s associations 
manufacturing is under-resourced by central Government in favour of industries, such as 
those in the public and financial sectors. The belief expressed was that Government’s 
industrial activism policy will help to rebalance this with a fresh focus on the importance of 
manufacturing. This will be supported by manufacturing industries in the region 
continuing to innovate to attain and thus maintain global competitiveness. This 
opportunity exists and is being pursued in the development of a new generation of 
industries that develop and utilise renewable and fossil-fuel based technology in a clean 
and sustainable way. 

Innovation is essential to the UK’s future prospects. The UK’s world-class research base 
and product development is regularly lost because of a funding gap that exists between 
research, innovation and product development. It is clear that some products that are 
invented in the UK are developed abroad, leading to a loss of benefit for the economy. 
Thus the UK’s research capabilities need to be matched by a financial system that supports 
the development of ideas into new and innovative products, processes and services, in and 
for the marketplace. Government has a serious role in supporting this activity and 
persuading banks and venture capitalists to respond in a pro-active manner to this essential 
need.  

A concern was expressed in reference to the serious difference in the amount of research 
and development investment that occurs in the North East, in comparison with funding 
within the ‘golden triangle’ bounded by Oxford, Cambridge and London. The Government 
needs to examine with urgency the means by which bids for research and development are 
rewarded, with a view to ensuring an appropriate balance across all the UK’s nations and 
regions. 

The North East has the potential to be a global leader in the development of renewable and 
clean energy. The work done at the New and Renewable Energy Centre (NaREC), 
supported by Newcastle University, has helped put the region on the map with regard to 
offshore wind energy by the testing of wind turbines. A welcome was expressed for the 
work done in developing greener vehicles with the research and investment conducted by 
Nissan, supported by Sunderland and Durham Universities, in the production of an 
electric car and battery. The North East Process Industry Cluster (NEPIC), with the 
University of Teesside and research-based industries is developing a leading role in the 
development and production of biofuels and bioresources. Major research has been done 
and opportunities exist for clean-coal technology with the necessary carbon capture and 
storage—supported by Teesside and Newcastle Universities. The belief is the Government 
must act quickly to support this development, and the delivery of all green energy, as a 
window of opportunity exists for pioneers to emerge in this field of renewable energies. 
The fact is that the UK faces serious competition in this field from China. The type of low 
energy organic lighting and low cost flexible solar cells at NETPark are amongst those that 
could be lost to other countries. The Government’s prime role is to establish clear policy  
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priorities. This will engage private investors in the new and emerging renewables and clean 
industry. 

A concern tabled was that the present economic turmoil had presented serious barriers to 
those who want to invest in the region. Incentives to counter the financial insecurities that 
exist need to be available if the positive development of renewable and clean industries and 
all manufacturing is to take place. The Government has responded in part to this by its 
policy focus on industrial activism. Learning from continental Europe, where communities 
often benefit directly from the proximity of an onshore wind farm should be explored by 
Government, for example, by reducing energy bills. A further barrier reflects planning 
regulations. The clear request from industrialists is that planning frameworks should be 
clear, simplified and efficiently completed. The Government should take a lead by 
establishing clear national and regional strategies. This will achieve an effective response by 
industry. Concern was expressed about some of the poor transport links that hamper 
investment, as does the capability of the National Grid which must be improved to create 
the capacity for the connection of new energy facilities. 

Like all regions, the North East has been adversely affected by the economic downturn, but 
witnesses have stated that it is better placed than most to emerge from it. Every business 
sector has been affected, but the effects have been worse for some than for others. The 
ability of businesses to access adequate finance remains a significant issue: witnesses spoke 
of bank lending practices making it more difficult for businesses to access finance, thus 
putting them at risk. Once again it was thought that Government must insist that banks 
work more closely with the region’s business groups to ensure that lending practices and 
charges are appropriate and supporting North East business through the current economic 
climate.  

One North East has taken positive and effective steps to provide support for business, 
ensuring that collaboration between companies in the north and south of the region and 
the universities takes place, achieving good outcomes. Witnesses welcomed the co-
ordinated approach it has taken with the Government Office for the North East, Business 
Link and Jobcentre Plus in co-ordinating marketing and promotional efforts. One North 
East is the first Regional Development Agency to adopt this approach, and has allowed 
much-needed help to be quickly accessed by those requiring support. 

A lack of clear communication by the Government resulted in confusion about the lending 
opportunities available under the European Finance Guarantee Scheme. The request made 
was that when such schemes are introduced to assist business during the current economic 
climate, adequate pre-briefing and pre-training takes place before they are rolled out to the 
industry. 

Constant reference was made to the belief that low skill levels act as a barrier to economic 
participation and hinder productivity. The North East has a lower proportion of adults 
qualified to Level 3 and 4, and of those without qualification, than is the case for England 
and Wales as a whole, although the position has been improving in recent years. The 
conclusion of many employers reflected the belief that the skills of school leavers must 
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improve. This group must be given the opportunity to develop clerical, creative, 
administrative, technical, and also entrepreneurial skills, essential for creating businesses in 
the region.  

Train to Gain is a national skills service that supports employers of all sizes and in all 
sectors to improve the skills of employees. The concern expressed is that small business 
and some sectors remain unaware of its benefits. From all, concern was expressed about 
the current economic climate, which is adversely affecting all training opportunities and 
specifically the number engaged in apprenticeships.  

It is disappointing to note that many witnesses stated that engineering and manufacturing 
have a poor image. This means that employers and government have difficulty in attracting 
the best school and university leavers to work in innovative science-based manufacturing 
in the region. The conclusion drawn was that manufacturing and engineering needs to be 
promoted as a viable career path and the industry realistically portrayed as attractive to 
school leavers and graduates.  
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1 Introduction 

Background to the Committee 

1. The North East Regional Committee is one of the eight Regional Committees 
established in November 2008 on the recommendation of the Modernisation Committee. 
That Committee argued that “there is clear evidence of an accountability gap at regional 
level”, and that although Regional Development Agencies and other bodies were 
accountable to Ministers, “many of their activities in the regions are not subject to regular, 
robust scrutiny”. 1  

2.  The Regional Committees were established by the House of Commons on 12 November 
2008,2 to “examine regional strategies and the work of regional bodies”3 in their region. 
Only Labour members were appointed to the Committees, as other political parties 
declined to nominate members to take up their allocated places. The North East Regional 
Committee has attempted to follow the practice of other select committees in carrying out 
its work impartially. We hope that political disagreements regarding the establishment 
of Regional Committees will be resolved so that opposition Members will be able to 
participate in the work of the North East Regional Committee. 

3. We have decided that our evidence-gathering meetings should take place around the 
region, and by the time we complete our planned first year’s work we hope to have met in 
every broad geographical area. The only exception to this approach is when we take 
evidence from ministers and some official bodies, when the meetings may be held in 
Westminster. 

Inquiry 

4. On 15 April, we announced an inquiry into Innovation and Industry in the North East 
of England. Our terms of reference were: 

• The role of One North East and the Government Office in supporting industry and 
innovation in the current economic climate; 

• The place of manufacturing industry within the region; 

• Training and skills across industry in the region; and 

• The role of renewables in the North East economy. 

We have to some degree seen this as a state of the region report. 

5. We received submissions from organisations around the region. We took oral evidence 
from CBI North East, Federation of Small Businesses North East, Engineering Employers 

 
1 Select Committee on Modernisation of the House of Commons, Third Report of Session 2007-08, Regional 

Accountability, HC 282, 2 July 2008 

2 The establishment of a ninth committee, for London, was agreed by the House on 25 June 2009. 

3 Standing Order 152F 
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Federation, North East Chamber of Commerce, GMB, Unison, UNITE, the Trades Unions 
Congress (TUC), Alliance and Leicester Commercial Bank, Barclays, HSBC, Learning and 
Skills Council North East, Centre for Process Innovation Ltd. (CPI), New and Renewable 
Energy Centre (NaREC), One North East (ONE), Government Office for the North East 
(GONE), Department for Business, Innovation and Skills (BIS) and the Rt Hon Nick 
Brown MP, Minister for the North East. We are grateful to everyone who provided oral 
and written evidence to our inquiry. We also visited the New and Renewable Energy 
Centre at Blyth, Alcan at Lynemouth, NETPark in County Durham, Nissan at Sunderland 
and the North East of England Process Industry Cluster (NEPIC) on Teesside. 
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2 Manufacturing Industry in the North East 

North East Economy 

6. The State of the Region report (2008) identifies the dominant sectors within the North 
East economy as manufacturing, business services and the public sector.4 Manufacturing 
accounts for 19% of the North East economy output; the national average is 14%.5 The 
business services sector accounts for 23% of the regional economy, compared with 33% 
across the UK. Conversely, the public sector accounts for 29% of the North East economy, 
compared with 24% nationally. Other sectors of the region’s economy broadly follow the 
national picture. 

7. Witnesses commented on the “long-term restructuring of the North East’s economy” 
over the past 50 or 60 years.6 The Minister for the North East noted that the region’s 
economy has undergone a “dramatic journey […] over the last two decades away from the 
over-reliance on coal, shipbuilding, ship repair, heavy engineering and perhaps 
manufacturing more generally to […] a broader private sector base”.7 The Government 
Office highlighted in its written evidence that the region was one of the fastest growth 
economies in the UK, in 2005 and 2006. The most recent statistics (2007) showed that the 
economy had grown by almost 50% (£12.7 billion) over the previous 10 years, with total 
output of more than £38 billion. Despite this, the region has the second lowest output per 
head in the UK at 79% of the UK average, and the region has the lowest rate of 
employment: 71.5% compared to 74.5% nationally.8 

8. Concerns were further expressed at over-reliance on the public sector.9 Andrew Sugden, 
Director of Membership and Policy from the North East Chamber of Commerce, 
commented: 

We have a very uneven economy and an economy that is quite different from that in 
many parts of England in particular. We have a substantial reliance on public sector 
employment, and that will obviously be more of a concern as public sector finances 
become increasingly stretched.10 

The Engineering Employers Federation (EEF) reported that structural imbalances in the 
UK, reflected in the North East economy, had been highlighted by the recession: 

Recent UK economic expansion has been driven by a financial services boom, the 
growth of easily available credit and rises in public spending. Now that these engines 
of our economy have gone into reverse there is a question mark about where future 
growth will come from. This question is especially pertinent in the North East which, 

 
4 State of the Region 2008, North East Regional Information Partnership 

5 Ev 114 

6 Q 120 

7 Q 149 

8 Ev 106 

9 Q 1, Q 26 

10 Q 1 



10    Industry and Innovation in the North East of England 

 

 

through both the collapse of Northern Rock and the region’s high preponderance of 
public sector employees, is worryingly exposed to these imbalances.11 

Place of Manufacturing Industry within the Region 

9. Manufacturing has played a fundamental role in the economy of the North East of 
England for the past 150 years. The regional economy relies more heavily on 
manufacturing than the UK as a whole. Figure 1 (below) shows that the manufacturing 
industry formed the second largest part of the regional economy in 2006. 

Figure 1: Gross Value Added by Industry Groups, 2006 

Real estate, renting and
business activities
Manufacturing 

Wholesale and retail
trade
Health and social work 

Education 

Construction 

Public administration
and defence
Other  

Source: Office for National Statistics 

10. The two largest manufacturing sectors in the region, as identified in the Regional 
Economic Strategy, are: 

• Chemicals and Pharmaceuticals: The process industries sector produces £1.4 
billion of GVA12 for the region per annum. Approximately 58% of the UK 
petrochemical industry is located in the North East, as is 35% of the UK 
pharmaceutical industry. The sector supports around 34,000 employees in the 
region. 

• Automotive and Advanced Manufacturing: The automotive sector contributes 
around £1 billion per annum to the GVA of the region. Knowledge based 
manufacturing, such as that at Nissan, is at the forefront of technical innovation 
and efficiency. The Nissan site in Sunderland is one of the most productive car 
plants in Europe. Some 26,000 people are employed directly in the automotive 
industry in the region. The Printable Electronics Technology Centre (PETEC) 
supports advanced manufacturing in the region, leading the way in flexible plastic 
electronics.13 

 
11 Ev 112 

12 Gross Value Added (GVA) measures the contribution to the economy of each individual producer, industry or sector 
in the United Kingdom 

13 Leading the Way, North East Regional Economic Strategy 2006–2016 
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11. EEF also highlighted the importance of manufacturing: 

Manufacturing always has and always will be an important sector in the North East 
economy. The sector accounts for nearly 19% of our GVA and we are a net exporter 
of our goods. Marquee names such as Nissan, BAE systems, Rolls Royce, Siemens, 
Komatsu, Caterpillar, and GSK remain major employers in the region. And the 
North East is host to a range of vibrant and often innovative supply chain companies. 
Oil & Gas, defence, automotive, marine design, higher skilled precision engineering 
are the major sectors of our manufacturing base.14 

12. The considerable pressures that manufacturers had faced over the last 30 years have 
also been highlighted, with the region losing more than 110,000 jobs in primary and 
manufacturing industries between 1981 and 1997. In particular, the industry had suffered 
in the past year because of reduced demand and increased costs. The Federation of Small 
Businesses (FSB) noted: 

Many of the increased costs including increased fuel prices, increased material costs 
and a fluctuating exchange rate have been absorbed by manufacturers as consumer 
and business demand has dropped. These challenges have been supplemented by the 
increased challenges on labour costs and move to higher value manufacturing led by 
China, India, Brazil and Russia.15 

Tony Sarginson, External Affairs Adviser from the EEF, commented: 

The manufacturing in this region had almost been dismissed. It was the other 
industries—the public and finance sectors—that were being supported.16 

13. Despite the current problems, there was some optimism about the future of 
manufacturing in the region and its continued importance to the long-term growth of the 
North East economy.17 However, as the North East Chamber of Commerce (NECC) noted, 
“it is clear that manufacturing industries in the region must innovate to maintain global 
competitiveness in the future”.18 CPI also commented that “the nature of the 
manufacturing industries will change over the coming 20 years to move away from 
traditional fossil fuel based manufacturing to the next generation of process industries”.19 

14. Manufacturing plays a fundamental role in the economy of the North East of 
England. This needs to be appropriately valued, but according to some employer’s 
associations manufacturing is under-resourced by central Government in favour of 
industries, such as those in the public and financial sectors. In particular 
manufacturing has suffered in the past year from reduced demand and increased costs. 

 
14 Ev 112 

15 Ev 114 

16 Q 26 

17 Ev 95 

18 Ev 1 03 

19 Ev 117 
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15. The Government must reassert the importance of manufacturing industry. It is 
clear, however, that manufacturing industries in the region must innovate if they are to 
attain and maintain global competitiveness. We encourage the development of 
manufacturing industries away from traditional fossil fuel-based manufacturing 
towards the next generation of industrial development. 

Role of One North East 

16. The North East Development Agency, One North East, was created in April 1999 to 
“drive and co-ordinate regional economic development and regeneration” and “to improve 
their [region’s] relative competitiveness and reduce imbalances within and between 
regions”.20 It has five statutory purposes: 

• To further economic development and regeneration; 

• To promote business efficiency, investment and competitiveness; 

• To promote employment; 

• To enhance the development and application of skills relevant to employment; and 

• To contribute to sustainable development. 

17. One North East published Leading the Way, its Regional Economic Strategy, in 
September 2006, and it covers the period 2006–2016. It states that ONE’s vision is to create 
a “vibrant, self reliant, ambitious and outward looking region featuring a dynamic 
economy, a healthy environment, and a distinctive culture. Everyone will have the 
opportunity to realise their full potential”. Leading the Way identified three economic 
challenges for the region: 

1. Increasing the number of new businesses; 

2. Raising the levels of productivity of North East businesses; and  

3. Improving the region’s responsiveness to, and application of new technology. 

18. One North East was generally praised in the written and oral evidence received by the 
Committee for the way in which it has performed its role. This has not uniformly been the 
case with regional development agencies elsewhere in England. The North East Chamber 
of Commerce commented: 

In the context of the North East, it is critical that strategic economic development 
takes place at regional level. With a population of a little more than 2.5m, this is 
comparable to the city regions of Manchester, Leeds or Birmingham. In order to 
constitute sufficient critical mass to compete, it is important therefore that the North 
East is not sub-divided when it comes to strategy development.21 

 
20 Governance of Britain, para 115 

21 Ev 103 
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Andrew Sugden, Director of Membership and Policy from the NECC, reiterated his 
support in oral evidence to the Committee, highlighting that “we have a Regional 
Development Agency [RDA] that has a strong business backing, which is not shared across 
the country”.22 

19. The North East Development Agency (One North East) has a key role in driving and 
co-ordinating regional economic development. We note the general level of support for 
its role in the region. The Regional Economic Strategy drawn up by One North East sets 
out a vision to create a “vibrant, self reliant, ambitious and outward looking region 
featuring a dynamic economy, a health environment and a distinctive culture”. We 
commend its regional priorities and fully support its vision and ambition. 

Additional responsibilities 

20. Since their creation in 1999, the responsibilities of RDAs have increased, and they have 
taken on the administration of regional development grants (April 2002), research and 
development grants (April 2005), Business Link (April 2005), the economic and social 
funding elements of the Rural Development Programme (April 2006), European Regional 
Development Funds (EDF) 2007 and the Manufacturing Advisory Service (MAS). 

21. Business representatives expressed concern that One North East may have widened its 
focus too far and the phrases “scope creep” and “mission creep” were used to characterise 
that process.23 Witnesses commented that there was a need for One North East to maintain 
a focus on business needs and economic development. The North East Chamber of 
Commerce stated: 

Government must resist allocating responsibility to One North East for projects 
which are not directly related to economic development. Examples could include 
environmental policy, equality and diversity and social inclusion.24 

22. Alan Clarke, Chief Executive of One North East, acknowledged that the agency has 
been asked by the Government to take on extra responsibilities, but commented that they 
“are all issues that are critical to the economy of the North East”.25 He further stated:  

… you cannot do empire building for the sake of it—that would not be sensible and 
that is not what I am about. But if these areas of additional responsibility are core to 
the economy, and you can make them work better, I do not think that is mission 
creep—it is just a better way of doing things.26 

23. One North East was originally established to provide strategic economic leadership 
in the region. Since its establishment, it has, at the Government’s request, taken on a 
large number of additional responsibilities and has moved beyond its original strategic 
role, becoming responsible for the delivery of a number of grants and European 

 
22 Q 5 

23 Ev 103, Q 4 

24 Ev 103 

25 Q 143 

26 Q 143 
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Development Funds. We note concerns raised by witnesses that this may cause One 
North East to lose its business focus and urge it to ensure that that focus remains its 
clear priority. 

One North East’s Budget 

24. Regional Development Agencies are funded by several central Departments—
Department for Business, Innovation and Skills (BIS), Communities and Local 
Government (CLG), Department for Environment, Food and Rural Affairs (DEFRA), 
Department for Culture, Media and Sport (DCMS), Department for Energy and Climate 
Change (DECC) and United Kingdom Trade and Investment (UKTI). Funds from the 
contributing departments are pooled into a “single pot”. The single programme allows the 
agency effectively to influence regional economic priorities and gives flexibility in 
managing available resources. The programme replaced many different funding streams 
received previously from Government Departments, which were allocated for specific 
legacy and inherited programmes. 

25. One North East’s budget will decrease over the coming years: it has £248 million in 
2008–09, £244 million in 2009–10, and £239 million in 2010–11. The tighter budget 
allocation is a result of the Comprehensive Spending Review (CSR) 2007. This called for a 
5% real reduction in overall RDA funding and a ceiling on administrative costs. RDA 
budgets have suffered further cuts. £300 million was diverted from Communities and Local 
Government’s funding stream to the single pot to establish HomeBuy Direct in September 
2008; the Winter Supplementary Estimate 2008–09 made further reductions; and DEFRA’s 
contribution to the single pot was reduced by £17.088 million owing to DEFRA’s need to 
set a balanced budget for 2008–09.27 

26. Alan Clarke, Chief Executive of One North East, spoke of the short notice that One 
North East sometimes received in advance of departmental withdrawal of funds.28 He 
underlined the difficulty this caused in managing corporate planning and forward 
planning: 

… it makes it genuinely more difficult to manage your corporate planning and 
programmes, and also the reputation that you have with key partners with whom 
you have been involved in a series of discussions over time. The size of the cut and 
the speed with which it happens just makes it more difficult for me as chief executive, 
and Malcolm Page, our deputy chief executive who looks after finance, and the board 
have to reprioritise at short notice.29 

Andrew Sugden, North East Chamber of Commerce, pointed out: 

The RDA has additional responsibility today that it did not have when the Regional 
Development Agencies Act 1998 came into force. Slightly more fundamentally, those 

 
27 Business and Enterprise Committee, Fourth Report of Session 2008-09, Regional Development agencies and the Local 

Democracy, Economic Development and Construction Bill (HC 89-I) 

28 Q 127 

29 Q 129 
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responsibilities have been added with a degree of budget, so that when budget raids 
happen, the responsibilities do not shrink.30 

27. We welcome the Single Programme Grant in Aid which allows One North East to 
influence effectively regional economic priorities and which gives greater flexibility in 
managing available resources. The agency’s effectiveness is harmed, however, by 
reductions in its budget. These reductions can be made at short notice, which affects 
expenditure already allocated. We recommend that One North East suffers no further 
short or immediate-term budget reduction in order to enable it to take strategic 
decisions for the good of the region on a stable and agreed financial footing. 

 

 
30 Q 6 
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3 Innovation 

Department for Business, Innovation and Skills 

28. The Department for Business, Innovation and Skills (BIS) is a new Department created 
by machinery of government changes in June 2009. BIS’s role, outlined on its website, is to 
“make sure that Britain is the best place in the world to run an innovative business or 
service—this is critical to the UK’s future prosperity, our quality of life and future job 
prospects. Boosting and focusing investment in innovation in areas where the UK has 
strength and potential future competitive advantage must be a key element of Government 
action during the downturn to ensure a successful recovery”.31 

29. Fergus Harradence, Deputy Director of Innovation Policy from BIS, commented that : 

… the creation of BIS represents a real opportunity for us to increase the co-
ordination across all the different elements and activities that government performs 
that benefit business. For the first time we are consolidating in a single Department, 
under a single Secretary of State, responsibility for science and innovation, the other 
business support programmes that are beneficial to industry, such as the Business 
Link service and sponsorship of the RDA’s Manufacturing Advisory Service, and 
people who are responsible for funding activities in universities—including 
knowledge transfer activities—and skills.32 

The Regional Minister noted that the structure of the new Department was “wholly 
beneficial” to the North East: 

The link between skills and our industrial base is probably more pronounced now 
than it has ever been in our past, because of the older model of the region’s industrial 
structure, where the specific training schemes and the older apprenticeship schemes 
related directly to almost monolithic employment in certain sectors.33 

White Paper: Innovation Nation 

30. On 13 March 2008, the Government published the White Paper, Innovation Nation,34 
which sets out the Government’s aim to make the UK the best place in the world to run an 
innovative business or public service. The Government argues that innovation is essential 
to the UK’s future prosperity and ability to tackle major challenges such as climate change, 
and that the power of Government spending must be harnessed to create demand for 
innovative products and services. In the White Paper, the Government considers how it 
can invest in innovation through: 

• people and knowledge, unlocking talent at all levels; 

 
31 http://www.berr.gov.uk/ 

32 Q 152 

33 Q 151 

34 Department for Business, Innovation and Skills, Innovation Nation, March 2008 
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• research and exploitation of knowledge; and  

• regulation, public procurement and public services, shaping the market for 
innovative solutions. 

Industrial activism 

31. In December 2008, in a speech at the Royal Society for the encouragement of Arts, 
Manufactures and Commerce (RSA), the Secretary of State for Business, Innovation & 
Skills, Lord Mandelson, talked of the need for “industrial activism”—putting in place the 
conditions to help British business success in a global economy. This would, he said, best 
be done through encouraging innovation, developing the skills needs of industry, and 
shaping globally the institutions that manage globalisation. In particular, there was an 
emphasis on low carbon economy. 

32. Lord Mandelson stated that this approach was rooted in five core principles: 

• Industrial activism does not mean propping up failed companies or running industries 
from Whitehall. No protection of industry from international competition. 

• Industrial activism means being pragmatic about the ability of markets to enable 
companies and people to succeed in a rapidly changing global economy. Policy should 
be activist in the sense that it recognises that government can and must complement 
market dynamics to get the best outcomes for our society and economy. 

• Industrial activism is shaped not just by what we conventionally label industrial policy 
but by all government policies—regulation, planning policy, migration policy, 
transport policy and a range of others—as well as the way government spends money 
and encourages innovation and entrepreneurship. The central point about industrial 
policy is how successfully it aligns all these relevant policies to target and deliver 
industrial outcomes. 

• Industrial activism means looking strategically at each sector in the economy, not in 
order to apply top-down political patronage to companies in these sectors but to assess 
how horizontal policy can secure maximum benefits across all sectors and reinforce our 
particular strengths. 

• Industrial activism means engaging in Europe and globally to shape the institutions 
and policies that manage globalisation and global regulation and making sure British 
companies are exploiting open markets.35 

33. Witnesses broadly welcomed this policy announcement. Kevin Rowan, TUC Regional 
Secretary stated: 

We have suggested that the Government could and should have been much more 
interventionist in its industrial policy since 1997 and before. The question for us is 
how it is applied; moving forward, we see significant opportunities in key sectors that 
are sustainable and likely to offer good numbers of high-quality jobs in this region. 

 
35 Royal Society for the encouragement of Arts, Manufactures and Commerce, 17 December 2008 
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We are anxious to make sure that all other colleagues, including central Government, 
play their full role in making sure that the region maximises the opportunity. That is 
the kind of language that we use when we talk about industrial activism. It is about 
making sure that government at all levels intervenes in a coherent and meaningful 
way to develop sustainable economic and industrial bases around the regions. That 
needs to be done, we might add from a regional perspective, in a regionally sensitive 
way. It is about managing a national policy through a coherent local, regional and 
national intervention approach.36  

34. The Government’s reassertion of the importance of manufacture in rebalancing the 
economy was also welcomed. As Northern TUC commented: 

Investing in developing the manufacturing industries of the future would arguably 
promote a better model of sustainable development by helping to stimulate growth, 
facilitate the creation of good quality, well paid employment and minimise the 
detrimental effects of economic activity on the environment.37 

Tees Valley Joint Strategy Unit expressed its concern about the “the Government’s attitude 
to traditional industries which are still the bedrock of the manufacturing economy, 
particularly chemicals and steel”.38 

35. We welcome the Government’s recognition that innovation is essential to the UK’s 
future prosperity. We agree that a policy of industrial activism, with the Government 
taking a leading role in supporting the development of innovation and investment, is 
essential to the future growth of our economy. 

36. The manufacturing industry is essential to the rebalancing of our economy. The 
Government must ensure that it plays to the strengths of the North East region, 
working with One North East and local partners to enable economic development. 
While the Government recognise the importance of innovation, they must also ensure 
that traditional industries in the manufacturing economy are not forgotten and are 
helped to innovate. 

Innovation in the Region 

37. The White Paper states that innovation is a key driver of economic performance at 
local and regional level and on a wider national and global scale. Each region is affected not 
just by local policies and conditions but by wider national and international policies.39 The 
Paper describes how Government, devolved Administrations, RDAs, universities, local 
authorities and other public bodies can develop and implement innovation policies 
appropriate to different places. 

38. RDAs lead for the Government on innovation in the regions. The Regional Economic 
Strategy for the North East identifies the need for investment to take advantage of 
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39 Department for Business, Innovation and Skills, Innovation Nation, March 2008 
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increased opportunities in scientific and technological developments. It states the intention 
of concentrating investment on emerging technologies in “Three Pillars”: 

i. Energy and the Environment—building on achievements in new and renewable 
energy, such as wind and solar power, and emerging areas like biofuels and 
hydrogen fuel cells; 

ii. Health care and health sciences—turning biological research into new treatments 
and medical devices; 

iii. Process industries—with chemicals and pharmaceuticals at the core, there is room 
for growth. 

39. The focus on these three pillars was broadly welcomed. The North East Chamber of 
Commerce stated that: 

The focus on the ‘three pillars’ for science-led economic growth has been welcomed. 
In energy, health sciences and process innovation, One North East has identified 
three sectors where the region’s businesses already are or have significant potential to 
be global leaders.40 

40. One North East plays a key role in developing and implementing innovation 
policies. We welcome its focus on the Three Pillars where the region has significant 
potential to be a global leader. 

Role of NEPIC and NETPark 

41. One North East has established a number of schemes “focused on particular areas of 
scientific strength, with the aim of stimulating regional growth”.41 One such scheme is the 
North East Process Industry Cluster (NEPIC), which represents more than 500 industrial 
chemical, pharmaceutical, speciality polymer and biotechnology companies operating in 
the region, which produces a total of £10 billion GDP42. As part of our inquiry we visited 
NEPIC and learned of its role in providing a focal point for companies to share best 
practice, discuss and co-ordinate planned investment, access training and retain skilled 
employees. One North East described it as “a significant contributor to the region’s 
economy”, with the sector itself investing around £7 billion into the region by 2015.43 

42. NETPark (North East Technology Park) is the North East’s science, engineering and 
technology park for the commercialisation of cutting-edge research and development. It is 
one of the fastest growing Science Parks in the UK and encourages the development and 
growth of plastic electronics, microelectronics, photonics and nanotechnology businesses. 
During the visit to NETPark, an inspection took place of the work being done in the area of 
electronics, including the work under way at Kromek and at the Printable Electronics 
Technology Centre (PETEC), which is managed by the Centre for Process Innovation. 

 
40 Ev 103 

41 Ev 106 

42  Gross Domestic Product (GDP) is a basic measure of a country’s overall economic performance. 
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These include new printed lighting systems and prototype security scanning technology 
which can differentiate between different liquids in bottles, rather than simply identifying 
the existence of a liquid in a bottle as current airport and other security scanning systems 
do. 

43. We congratulate NEPIC and NETPark on the work that they are doing in assisting 
the commercialisation of cutting-edge research and developments. Such schemes 
provide technology companies with the tools, infrastructure and support to create 
financially stable, high-growth enterprises, enabling the development and growth of 
science and technology businesses in the region. 

Role of the Renewable Energy Industry in the North East Economy 

44. The renewable energy industry is becoming increasingly important to the economy of 
the North East. The region has the fastest growing renewable industry in the country. 
Based on 2007 annual growth rates, leading the way are wind (7.97%), photovoltaic 
(7.52%) and wave and tidal (6.61%) sectors.44 The North East also has an active and 
growing biofuels industry, and is home to Europe’s largest biodiesel plant as well as the 
largest bioethanol plant, recently built on Teesside. 

Wind technology 

45. The Government has identified offshore wind and marine renewables as two of the five 
low-carbon sectors with the greatest economic potential.45 In the North East, the wind 
industry is based predominantly at Blyth, which provided the location for one of the first 
innovative onshore projects and development of the first UK offshore wind farm. The New 
and Renewable Energy Centre (NaREC), based at Blyth, offers the latest techniques to 
support energy technology developers with the creation of the next generation of their 
products, and houses the largest blade test centre in the world. Dr Alan Rutherford, 
Chairman of NaREC, commented, “We are generally now acknowledged internationally as 
being at the cutting edge on wind technology, particularly with regard to blades”.46 

46. One North East commented that this had “transformed perceptions of the region as a 
centre for renewable energy”.47 The regional development agency estimated that the 
offshore wind market could generate £3 billion for the regional economy and create 
between 15,000 and 30,000 new jobs.48 Dr Rutherford outlined the “master plan for Blyth”: 

This includes education facilities, inward investment for manufacturing and some 
sites on the north bank of the Tyne for offshore wind and the servicing of offshore 
wind.49 

 
44 Innovas (2009), Low Carbon and Environmental Goods and Services: an industry analysis 

45 HM Government (2009) Investing in a Low Carbon Britain 
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47. Dr Rutherford also emphasised the importance of inward investment to the region. 
Clipper Windpower, a global renewable energy company, had already been attracted to the 
region because of the expertise provided by NaREC, but Dr Rutherford recognised the 
competition that existed for investment: 

… we are fighting in a global market and we’re not up against other regional 
development agencies, we’re up against the Germans, the Danes, the Chinese and the 
Japanese.50 

48. Witnesses commented on the current lack of a domestic industry in turbine 
manufacture in the UK, although Northern TUC recognised the skills that were available 
in the region: 

Building on an existing shipbuilding and offshore engineering supply chain, the 
North East’s ability to manufacture essential components for the offshore wind 
industry such as towers, blades, hubs, rotors, shafts and generators, and at lower 
transport cost cannot be overstated […] Securing the appropriate scale of investment 
would transform the region as a Centre of Excellence on a pan-European scale with 
the potential to open up new market opportunities.51 

The Regional Minister noted the need for a domestic industry, and drew attention to the 
new turbine construction factory to be built by Clipper Windpower on the north banks of 
the River Tyne. A further announcement in September 2009 indicated that the US 
company is looking to build on the blade factory, which will open next year, with further 
manufacturing facilities in the country.  

Low-Carbon Vehicles 

49. The North East is at the forefront of the development of greener vehicles, creating the 
infrastructure required to promote the manufacture and use of electric cars. In July 2009, 
Nissan announced its intention to invest more than £200 million over the next five years in 
a new battery factory in Sunderland. In welcoming the announcement, the Prime Minister 
said: 

Nissan’s investment in a new battery plant and its hope to start producing electric 
vehicles here in Sunderland is great news for the local economy, creating up to 350 
direct jobs and creating and safeguarding hundreds more in the associated supply 
chain […] Sunderland could now be a strong contender to produce electric vehicles 
for Nissan in Europe, and we will continue to work with Nissan to ensure this 
happens.52 
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50. The Regional Minister welcomed the work done by the then Department for Business, 
Enterprise and Regulatory Reform53 which: 

... fought our corner and have done everything they could—as have I, of course, as 
the Regional Minister, but the scale of the project is well beyond anything that we 
could do at a regional level. We need the support of national Government and have 
had it wholeheartedly.54 

Carbon Capture and Storage 

51. Carbon capture and storage (CCS) involves the removal, capture and storage of carbon 
dioxide from fossil fuels either before they are burnt (pre-combustion CCS) or after (post-
combustion CCS). Captured CO2 must then be contained in some kind of long-term 
storage, such as the features available in disused oil and gas fields. CCS has the potential to 
reduce emissions from fossil fuel burning stations by 90%.55  

52. Witnesses commented on the major opportunities that existed in the region for carbon 
capture and storage (CCS), given the region’s North Sea access, which is being developed 
in the region by companies such as Alcan in Lynemouth. While it was acknowledged that 
funding would need to be sought from the private sector and from outside the region, 
witnesses spoke of the importance of government intervention. Andrew Sugden noted: 

The private sector can go so far in clean coal technology, but so much is 
experimental and this is being done on a scale that has never been tried before. There 
has to be a balance of risk. Climate change is a national and international issue, and 
there is a role for the public sector—certainly for making public sector R and D 
investment to help those private organisations look for the best possible way to 
achieve solutions.56 

Dr Rutherford reiterated this:  

We provide the infrastructure for roads and for rail. Why can’t we provide the 
infrastructure for carbon capture and storage […] You would get movement if 
Government came forward to say they would contribute significantly to the 
infrastructure.57 

53. The Regional Minister also recognised the need for Government involvement: 

… it will require some Government support. For the pilot to be conducted solely 
with private sector resources is probably asking too much. It will be a mixture of 
things. The private sector has a vested interest in this as well, but it is a mixture of 
interest. There is huge public interest in all of this. We will need coal for the medium 

 
53 Merging of the Department for Business, Enterprise and Regulatory Reform and Department for Innovation, 

Universities and Skills, and the creation of the Department for Business, Innovation and Skills announced in June 
2009 

54 Q 149 

55 Department for Environment, Food and Rural Affairs, Science Note 6, Carbon Capture and Storage, March 2009, p 6 
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term—that is my best assessment based on the information available to me. It that is 
the case, we have a responsibility to ensure that it is clean coal.58 

54. Dr Rutherford spoke of the need for the region to move quickly in the development of 
this area: 

It is desperately important that we can move more quickly […] We had the lead on 
[carbon capture and storage] two years ago. We are being overtaken by the 
Chinese—no doubt at all. 59 

Tony Sarginson identified the competition that existed with other regions in the UK: 

What worries me is that we are in competition with other parts of the UK. Yorkshire, 
for some reason, seems to think that it can do this, when, in fact, we have the natural 
assets. Therefore, we have to move fast and quickly because others might get in 
before us.60 

55. While witnesses recognised the opportunities available in the North East through the 
renewable energy industry, opinions differed as to whether the region should prioritise one 
sector over another. All agreed however, on the need for clarity from the Government on 
its policy aims, in order to encourage private monies. Sarah Green, Director of CBI North 
East, commented: 

As a region we need to be very clear about what our priorities are, how much 
investment is going in and how we can align business, because each of these 
industries has the opportunity to transform our region, but each one of these 
industries will take huge amount of investment, of skill and of resource. The time 
frame in which we have to operate, if we are going to be the pioneers and take that 
competitive advantage, is very small. The danger is that we back too many, spread 
ourselves too thin and win on none. The region now faces some very difficult 
decisions, which we all need to take part in.61 

and: 

… if the private sector is to invest, and if you are to be part of any of these supply 
chains and you are a smaller business, you need certainty, but I am not sure that we 
have it.62 

56. When asked if the North East could focus on all areas within the renewable energy 
sector, Nigel Perry replied: 

The answer is yes, but I think it requires a change in policy and a change in strategic 
intent, and I do not think it is within the gift of the North East alone. I think it has to 
involve central government.63 

 
58 Q 166 

59 Q 89 

60 Q 29 

61 Q 32 

62 Q 33 



24    Industry and Innovation in the North East of England 

 

 

57. The Regional Minister also agreed on the need for priorities to be clearly defined: 

I have done my utmost to get stability and a sense of where we are going to be for the 
foreseeable future, in order to enable the private sector to plan for the medium term 
[…] It is very necessary to have as much certainty as can be had.64 

58. The North East Region has the potential to be a global leader in the development of 
the renewable energy industry. We were deeply impressed by the work done at NaREC, 
which has helped put the region on the map with regard to blade testing for wind 
turbines. We welcome the announcement that a new turbine factory will be built by 
Clipper Windpower and its commitment to the region. We also welcome the work 
being done in the region in the development of greener vehicles and the investment by 
Nissan at Sunderland in battery production. Major opportunities also exist for carbon 
capture and storage because of the region’s proximity to the North Sea and we welcome 
the research and development taking place at the Alcan facility in Lynemouth. 

59. Private industry must be given clear signals on where to invest. The Government 
must indicate its priorities and provide clear direction if the potential present in the 
region is to be realised. The Government must act quickly while a window of 
opportunity exists for pioneers to emerge in the field of renewable energies, as the UK 
faces competition in this area from other countries. We urge the Government to work 
with One North East, the business community and local partners in the North East to 
analyse the strengths of the region and to determine where future economic and 
sustainable growth exists. 
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4 Current Economic Climate 

Regional Economic Situation 

60. Witnesses confirmed that the North East region has been affected by the economic 
downturn, but were optimistic that the region was well placed to recover. The Purchasing 
Manager Index reported that business activity and output levels fell consistently during 
2008 and 2009, although the pace of the decline appears to be easing.65 In the North East, 
credit turnover fell by 7% in the year to Quarter 1 2009. The Federation of Small Businesses 
commented that approximately 45% of its members had seen trade decrease over the 
previous two months.66 

61. House prices in the region fell by 13% over the year to March 2009, while England and 
Wales saw a 16% fall. The Government Office noted that claimant unemployment had 
increased by nearly 35,000 in the year to April 2009. It now stands at 6.9% (83,000 people), 
the highest rate in the UK.67 

62. Every business sector has been affected, but the effects have been worse for some than 
for others. We received evidence from business representatives which noted that the 
automotive and construction industries have been those most severely affected within the 
manufacturing sector.68 Data from the Office of National Statistics in May 2009 indicated 
that British manufacturing output in the first three months of 2009 fell at the fastest rate for 
a calendar quarter since records began in 1948. Total production output fell 5.3% in the 
first quarter of 2009, and was down 12.1% on the same quarter in 2008.69 

63. Concerns were expressed about some elements of the process industry, which can be 
broken down into three sectors: bulk chemicals, which are petrochemical based; the 
pharmaceutical industry; and speciality chemicals. While the pharmaceutical industry is 
holding up well “because they continue to benefit from a strong international reputation 
and highly specialised technologies”,70 there was concern for bulk chemicals. Ian Williams, 
Director of Business and Industry from One North East, commented that “those that track 
the automotive and construction sectors in particular have fallen off the edge of a cliff”.71 

64. The lack of cash moving through the system has meant that firms in the supply chains 
in these sectors—“everything from earth moving equipment through to guttering and that 
sort of thing”—are struggling.72 Alan Clarke, Chief Executive of One North East, 
highlighted that, “Because of the collapse in the construction sector and the demand for 
cars, there are simply not enough orders for steel internationally. So, lots of blast furnaces 
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are lying idle at the moment, and prices have dropped”.73 Tony Sarginson, Regional 
Manager, EEF, emphasised that the supply chain of companies in the North East region 
was of “the greatest concern to me and my members”.74 

Access to Finance 

Banks and their approach to lending 

65. Respondents to the CBI’s Access to Finance Survey in May 2009 reported that the 
availability of both existing and new credit had deteriorated in the three months to May, 
but that the rate of reported decline had slowed.75 Sarah Green, Director of CBI North East, 
noted, however, that it was not getting better in absolute terms: 

There are a number of issues, such as the direct finance costs, the indirect finance 
costs, the costs of getting the loan, the arrangements fees and the terms of the loan.76 

66. In written evidence to the Committee, representatives from some of the high street 
banks stated that they had grown their commercial lending. Barclays reported that they 
had lent more money to small and medium-sized enterprises in 2008 than in 2007 “and 
this trend has to date continued into 2009”.77 Craig Iley, Regional Director North East, 
from Alliance and Leicester Commercial Bank, stated that during 2008, the bank had 
“doubled the amount of lending that we had previously done in the region,” and hoped to 
double it again in 2009.78 

67. Witnesses commented on the changes to the lending criteria, with more stringent 
qualifications, leading to the existence of a “different banking environment”.79 Andrew 
Sugden, Director of Membership and Policy from North East Chamber of Commerce, 
reported: 

Things like the emphasis on managers to provide detailed cash-flow forecasts and 
detailed management accounts to meet all of their requirements of their lending 
were perhaps not turned a blind eye to, but were not enforced as rigidly by the banks 
previously. They are now non-negotiable from the banking point of view.80 

Banking representatives recognised that they were asking for a lot more information but it 
was information that they “should have asked for over the past two or three years”.81 

68. While business representatives recognised that there could not be a return to the 
cavalier approach of the near past, Simon Hanson, Policy Manager, Federation of Small 
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Businesses, pointed out there “there is a fear that there is a blanket approach”, with all 
businesses treated the same.82 Barclays denied this, commenting that they treat each 
business on an individual basis.83 

69. Witnesses commented that banks had become “risk-averse,”84 and that there was less 
appetite for new business opportunity. Ian Williams, Director of Business and Industry 
from One North East, expressed concerns for the North East “as we clearly have to bring 
more business stock into the region”.85 We heard evidence that the terms of loans had 
become stricter, with banks requiring greater security. Simon Hanson gave anecdotal 
evidence to the Committee, commenting: 

… one of our members only wanted £5,000—only—and was told to put his £500,000 
house down as collateral to support that, to which he said that he could not go back 
to his wife and say, “Guess what I’ve done this morning?” so to speak, as most 
husbands would probably appreciate.86 

70. Respondents to the CBI’s survey reported that the cost of finance is increasing. This is 
both in terms of the arrangement fee and the amount above the Bank of England base rate 
that lenders charge as interest. Simon Hanson commented that some of the evidence he 
had received from members indicated that fees were 25% at the “start of the crisis”.87 He 
acknowledged that there were signs for optimism, but “he did not think that the conditions 
have particularly improved”.88 Amanda Shepherd, Head of Local Business Banking of the 
North East Region from Barclays, disputed that businesses were being charged higher rates 
because of the current climate. She stated that banks looked at the circumstances of each 
business individually and “the fees that we would charge a customer are based on the 
higher the risk, the higher the charge and the lower the risk, the lower the charge”.89 

71. The ability of businesses to access adequate finance is one of the significant issues 
raised during the inquiry. Witnesses spoke of lending practices making it more difficult 
for businesses to access finance. This is putting businesses at risk. The banks’ regional 
managers must work more closely with the region’s business groups to ensure that their 
lending practices and charges are appropriate for supporting North East businesses 
through the current economic climate. 

Enterprise Finance Guarantee Scheme 

72. The Enterprise Finance Guarantee Scheme was introduced in January 2009 and is 
available until 31 March 2010. The £1.3 billion scheme supports bank loans of between 
£1,000 and £1 million, and range between three months and 10 years in maturing, to UK 

 
82 Q 21 

83 Q 71 

84 Q 51 

85 Q 127 

86 Q 19 

87 Q 22 

88 Q 24 

89 Q 70 



28    Industry and Innovation in the North East of England 

 

 

businesses with a turnover of up to £25 million who are currently not easily able to access 
the finance they need. A Government guarantee of 75% of the loan is provided, to allow 
existing loans to be extended where the banks would otherwise have refused to refinance 
the loan, to support new loans where there is sufficient security, and to convert long-term 
debt held in overdrafts into loans.  

73. Witnesses commented on the lack of communication with the business community 
about the scheme. Davey Hall, UNITE Regional Secretary, reported that in a survey of 250 
UK companies, conducted by the British Chambers of Commerce in March, 90% of 
respondents were unaware of the scheme.90 Business representatives unanimously agreed 
that there had been a number of problems when the scheme was first introduced. In 
particular businesses had approached banks for information on the scheme before the 
banks had been fully briefed. Ian Williams stated that that had caused “some chaotic 
scenes”.91 There had also been confusion about the scheme itself, with businesses not 
entirely realising that the loans “are commercial loans from the banks’ point of view, and 
they are assessed the same way as any other bank commercial lending decision”.92 

74. Andrew Sugden commented that “three very simple things” could have been done 
differently to ensure that businesses were supported: 

… the banks could have been pre-briefed, pre-trained and had things, such as the 
application form, available before it was announced; organisations […] could have 
been provided with headline information on what we needed to tell our members 
about the EFGS; and the adviser community could have pre-prepared applicants for 
those sorts of lending options.93 

75. Banks agreed that the scheme could have been introduced more effectively. Amanda 
Shepherd commented: 

I would have to agree that in the early stages the communication came out and we 
then went through a period where we prepared and trained our people to make sure 
that they were fit to support our customers. Equally, from a customer perspective, 
there was a misinterpretation that this could have been a grant, rather than support 
for their business through a form of debt.94 

76. A lack of communication resulted in confusion about lending under the European 
Finance Guarantee Scheme. Bank staff were not aware of the scheme when it was 
introduced and could not provide information to interested businesses. The 
Government, in introducing schemes to assist businesses during the current economic 
climate, must ensure that adequate pre-briefing and pre-training takes place before 
they are rolled out to the public. 
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One North East  

77. On 31 March 2009, Lord Mandelson, Secretary of State for Business, Innovation and 
Skills, set out the role for RDAs in the current climate: 

I am asking the RDAs to focus, working with and through others; as an immediate 
priority, on providing assistance to business; for the medium-term, on stimulating 
the recovery and growth; and for the longer term, on restructuring and developing 
each region’s strength, supporting its growth and competitiveness in the future.95 

Ian Williams, Director of Business and Industry, One North East commented on the need 
for One North East to balance “between dealing with the issues that we are facing now and 
not losing sight of the long-term opportunities where the region has got to present itself 
going forward”.96 

78. One North East highlighted the targeted measures that it is providing to businesses in 
the region, including: 

• An extra £2.5 million is going into the Grants for Business Investment to help firms 
expand. Since September 133 companies have benefited, with grant payments 
made of just over £12.4 million. This investment will support the 
creation/safeguarding of over 2,887 jobs and provide leverage of £162 million. 

• An additional £6.25 million will go into North East Investment and Co-Investment 
Funds to provide finance for growing firms, which is expected to encourage 
around £9.5 million of additional investment funds in the region, creating or 
safeguarding 270 jobs, and assisting 28 businesses. Since 2004 One North East has 
invested £23 million, with leverage of £39.2 million. 

• The Transitional Loan Fund has been extended from £2.2 million to £9.9 million, 
because of the level of interest in it. The fund provides short-term loan finance for 
large and small companies, and 64 loans have been drawn down with a loan value 
of £6.9 million. 

• £2.4 million has been put into a business-led collaborative large company research 
and development scheme which, if matched by private investment, could generate 
£20 million sales over three years. Up to five schemes are currently being 
investigated for full application. 

Witnesses commended the role played by the RDA in the current economic climate “as the 
key driving government agency within the region, mobilising key stakeholders in 
providing a clear and co-ordinated response to the current economic conditions”.97 

79. The Real Help for the North East was launched in April 2009. This sets out the real help 
available to families and businesses, and sets out the investments in skills and infrastructure 
taking place in the region. One North East told us of the co-ordinated approach they had 
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taken with the Government Office for the North East, Business Link and Jobcentre Plus to 
ensure all marketing and promotional efforts were co-ordinated to businesses and 
individuals in the North East.98 Witnesses welcomed the co-ordinated approach which 
brought all the available help together in “an easy, readable manner”, which could be 
quickly accessed by those needing support.99 

80. Following the campaign, Business Enterprise & North East (BENE) had received 3,500 
calls and 2,170 health checks were delivered by mid April.100 One North East is the first 
Regional Development Agency to adopt this approach, which Andrew Sugden suggested 
was “way ahead of the business support simplification programme that is being rolled out 
nationally”.101 

81. One North East has taken positive and effective steps to provide support to 
businesses. We welcome the approach it has taken with regional partners to ensure that 
marketing and promotional efforts are co-ordinated in the North East. This has 
allowed much-needed help to be quickly accessed by those requiring support. 

Response Groups 

82. Throughout 2008–09 One North East instigated 94 large-scale redundancy groups, an 
increase on the 33 cases handled in 2007–08. In situations where there was a wider regional 
impact, the agency chaired a public and private sector Response Group.102 

83. Following Nissan’s announcement of plans to cut the 5,000-strong workforce in 
Sunderland by 1,200 (800 permanent jobs and 400 temporary staff), the Nissan Response 
Group met in January 2009. It was comprised of One North East, Nissan, JobCentre Plus, 
Business and Enterprise North East, Learning and Skills Council, North East Chamber of 
Commerce, CBI North East and Sunderland City Council. The Response Group set up an 
employment task force to help staff find new work and watch out for knock-on job losses 
in the supply chain. Alan Clarke, Chief Executive of One North East stated that: 

We moved very quickly with Nissan, though we were given some advance warning 
of the difficulties that they had. They are incredibly professional well-organised 
company and they had a clear plan. The Regional Minister and Fraser Kemp were at 
the very first response group that I chaired, so we moved very quickly. The key issues 
that we had to deal with and the steps that had to be taken were very clear.103 

EEF welcomed the “active and successful” role that One North East had played in bringing 
together stakeholders to deal with the difficulties at Nissan.104  
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84. We welcome the work done by One North East, the Regional Minister and regional 
partners in the Response Groups to the large-scale job losses that occurred at Nissan. 

85. The Corus Response Group met as a result of Corus’s announcement in January and 
June of the loss of more than 4,000 jobs in the UK, including on Teesside, and in 
Scunthorpe and Rotherham. This was because of falling demand for steel as the global 
recession hit the industry. The evidence received referred to the fact that trade unions, local 
authorities, the company itself, JobCentre Plus and the private sector through the chamber 
of commerce were intent on achieving a solution to the Corus situation. Unfortunately, as 
we now know, that proved not to be possible. 

86. The Committee will comment further on the situation at Corus in an emergency 
Report in the new year following this month’s announcement of substantial job losses 
and the mothballing of some facilities in the North East. 

Regional Minister 

87. Rt Hon Nick Brown MP was appointed Regional Minister for the North East of 
England on 28 June 2007, to provide a “clear sense of strategic direction for [the] region”, 
to give “citizens a voice in central government”, and to “make central government more 
visible in the regions, helping to raise its profile and generate awareness of the political 
system”.105 

88. The Governance of Britain White Paper sets out the following specific objectives for 
Regional Minister: 

i. to advise the Secretary of State for Business, Enterprise and Regulatory Reform,106 
on the approval of regional strategies and appointment of Regional Development 
Agency chairs and boards; 

ii. to represent regional interests in the formulation of central government policy 
relevant to economic growth and sustainable development in areas that have not 
been devolved to the RDAs; 

iii. to facilitate a joined-up approach across government departments and agencies to 
enable the effective delivery of the single regional strategy; 

iv. to champion the region at high-level events and with regard to high-profile 
projects (including through a programme of regional visits); and 

v. to represent the Government with regard to central government policy at regional 
committee hearings and at parliamentary debates focused specifically on the 
region. 

89. In oral evidence to the Committee, the Regional Minister stated that original desire was 
to: 

 
105  Ministry of Justice, Governance of Britain, July 2007 

106 Now the Secretary of State for Business, Innovation and Skills, following the merger of the Department for Business, 
Enterprise and Regulatory Reform and Department for Innovation, Universities and Skills, and the creation of the 
Department for Business, Innovation and Skills announced in June 2009 
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… drive up the prosperity of the region and that the key method of doing so was to 
work with the private sector to broaden our industrial base to make it look more like 
the economy of the United Kingdom of a whole. I also wanted […] to make sure that 
we have a broader private sector base.107 

He described his role in the region following the economic downturn: 

… my strategy has been two-fold. First, it has been to meet with the individual 
sectors, including the public sector but predominantly the private sector, to talk 
through the details of their problems and to see where, by intervening with 
Government Departments or, frankly, by meeting the Chancellor and the Prime 
Minister on specific problems and local issues, or more strategic issues that affect 
industry as a whole but which are particularly marked in our region, we can give real 
help now [Secondly] As the labour market has loosened, my objective has been to 
tighten it.108 

90. Witnesses commented positively on the role of the Regional Minister. Andrew Sugden, 
Director of Membership and Policy for North East Chamber of Commerce, spoke of the 
Minister as “somebody who is very clearly an advocate for the region and is very passionate 
about it”.109 Tony Sarginson, Regional Manager for the Engineering Employers Federation, 
agreed that: 

… the Regional Minister has been refreshing and great; we got a lot of value out of 
the sectoral meetings and so on and the Minister, through his energy and when he 
has gone away, has definitely solved some issues and knocked heads together. 

91. Sarah Green, Director of CBI North East, spoke of the importance of the Regional 
Minister during the current economic climate: 

… [it is] very important to the region, particularly during this period, to have a very 
strong voice through the Regional Minister; we really appreciate that. We also 
appreciate the fact that, unlike other regions that have had big, broad meetings, the 
Minister has specifically looked in detail at some business sectoral issues, which I 
think is important, because it is often the detail that matters with these things, and 
you do not get that in larger, broader, cross-sector meetings, It has been great that we 
have had that detailed sector focus.110 

92. A key role of the Regional Minister is to champion the region in central 
Government, and this has been welcomed by witnesses, particularly by those from the 
business sector. The current Minister has played an important role in the region during 
the current economic climate and has been a strong advocate for regional interests. We 
believe that the role is a valuable one which future Governments should seek to fill. 
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5 Stimulating Innovation 
93. The following activities must be present to deliver a true knowledge economy: 

i) Research and Invention: The investment required to invent new technologies and 
ideas (Technology readiness levels 1 to 3); 

ii) Innovation and Development: The action of converting those inventions into 
useable products and processes combined with proof that they can work in practical 
situation. This includes turning the innovations into commercial products and 
developing a supply chain (Technology readiness levels 4 to7); 

iii) Businesses: These create value within the economy or micro-economy and bring in 
additional value by selling the commercial products to those outside the economy 
(Technology readiness levels 8 and 9).111 

Figure 2: The Technology Readiness Level framework 
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Source: Centre for Process Innovation 

Research and Development Investment 

94. Research and Development (R&D), as defined by the Organisation for Economic Co-
operation and Development, refers to “creative work undertaken on a systematic basis in 
order to increase the stock of knowledge, including knowledge of man, culture and society, 
and the use of this stock of knowledge to devise new applications”. 

95. Witnesses criticised the “minimal” R & D investment by the Government in the 
region.112 The current market share of quality research (QR) income to the North East 
Universities is 4.4% of the national allocation. In comparison, Greater Manchester 

 
111 Ev 117 

112 Ev 103 



34    Industry and Innovation in the North East of England 

 

 

(University of Manchester, Manchester Metropolitan University and University of Salford) 
attracts 6.1% of the national allocation with the so-called ‘golden triangle’ of Oxford, 
Cambridge and London receiving 40.6%. Professor Cliff Hardcastle, Deputy Vice 
Chancellor (Research & Enterprise), Teesside University, highlighted inconsistencies in 
funding, pointing out that the University of Manchester attracts a higher volume of QR 
funding than all of the North East Universities put together.113 

96. In oral evidence to the Committee, Dr Alan Rutherford, Chairman of the New and 
Renewable Energy Centre (NaREC), commented on the experiences of the North East in 
comparison with the ‘golden triangle’: 

We are on a bit of a learning curve because, certainly compared with the golden 
triangle of Cambridge, London and Oxford, we have found that they are pretty 
professional at being able to listen to what is really needed and design their bids 
accordingly. We have learned the hard way about that. We have put together what 
we thought were exceptionally good bids, but they did not get through simply 
because we were not close enough to the people who were judging the bids.114 

97. The Regional Minister cautiously acknowledged that Whitehall’s connections to 
Oxford and Cambridge could be a disadvantage to the North East: 

If the question is whether there are academic cliques, as there are cliques in every 
walk of life, that are reinforcing, I perceive that as an issue and a problem, so that is a 
fair point that is fairly made.115 

He went on to comment: 

Are we so severely done down that we have massive cause for complaint? I would be 
a bit more cautious about that. We fight our corner pretty well.116 

98. In its written evidence, the North East Chamber of Commerce highlighted the 
advantages that an increase in R & D investment by the Government could bring to the 
North East: 

Improving this would have a significant impact on opportunities for collaboration 
building capacity within North East businesses and on the supply of high level skills 
and knowledge within the region.117 

99. Graeme Reid, Deputy Director of Economic Impact in the Science and Research at the 
Department for Business, Innovation and Skills (BIS), said that data suggested the North 
East performs well in terms of university research funding: it is fourth of 12 UK regions in 
the amount of money received per university, and sixth out of 12 on per capita funding and 
on the amount of money per unit of gross value added.118 While this is both true and 
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comparatively good news, it ignores the fact that nowhere outside of London, Oxford or 
Cambridge can expect to do much better, given that more than one third of all available 
funding goes to just four universities based within that ‘golden triangle’.  

100. Mr Reid suggested that to benchmark the performance of Durham, Newcastle, 
Teesside, Sunderland and Northumbria universities against that of Oxford, Cambridge, 
University College, London, and Imperial is unfair, since those four are among the top 
universities not just in the United Kingdom but in the world.119 This, too, is true, but it 
reflects the circular thinking that seems to surround the allocation of UK research funding: 
those who are best receive the most money, and those who receive the most money are the 
best.  

101. Mr Reid, indeed, suggested that Durham and Newcastle should be proud of obtaining 
any money at all—“We are so selective that when Durham, Newcastle or others win 
research council funding for projects, they have demonstrated quite a significant 
achievement simply by winning the funding”.120  

102. We are concerned by inconsistencies in the amount of research and development 
investment that occurs in the North East, particularly in comparison with funding 
within the ‘golden triangle’ bounded by Oxford, Cambridge and London. This has a 
detrimental effect on the abilities of businesses in the North East to increase their 
knowledge base and to work towards improving the economy of the region. We urge 
the Government to examine the means by which bids for research and development are 
rewarded with a view towards ensuring an appropriate balance across all the UK’s 
nations and regions.  

Innovation Step 

103. Witnesses expressed grave concern about the lack of innovation and technology 
development organisations in the UK, which operate from technology readiness levels 4 to 
7 (see paragraph 92). These act as a focal point for the commercialisation of science. They 
“condition” research and development so that it can be utilised for commercial purposes 
and then “put on sale” for the market place as a new and innovative product process or 
service. CPI reported that “without practical asset based facilities that can develop practical 
working processes research will be lost”.121 

104. This point was reiterated by Nigel Perry, Chief Executive Office, Centre for Process 
Innovation (CPI), in oral evidence to the Committee: 

We […] are exceptionally good—in the top four countries in the world—in scientific 
research. What we are not very good at compared with our competitor countries is 
our innovation step […] I can say that between the research step and the wealth 
creation step there are a number of steps: people call them technology readiness 
steps; they are like stairs on a staircase […] Universities occupy the first two steps in 
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the staircase, industry operates on the last two steps, and there are four steps in 
between.122 

Government Funding 

105. The Government Office for the North East reported that “funding for science and 
innovation will have more than doubled in the ten years to 2010, to £6 billion per 
annum”.123 In oral evidence, Fergus Harradence, Deputy Director of Innovation Policy, 
Department for Business, Innovation and Skills commented: 

We invest an enormous amount of money every year in support of innovation and 
technology development in the UK. The Technology Strategy Board, working with 
the RDAs and the research councils, will invest a total of £1.061 billion in supporting 
innovation and research and development in the current spending review period 
from April 2008 to March 2011[…] We provide a considerable amount of money to 
support research and development technology activities, plus there are other discrete 
streams of funding that go into knowledge transfer activity through universities and 
other knowledge-based institutions.124  

106. In contrast, CPI strongly criticized the Government’s lack of funding for innovation 
activities, stating that “innovation in the UK is jeopardised more by the funding structure 
than by the current economic climate”.125 As it noted in its written evidence, public 
investment in research is approximately £4.5 billion per year, while expenditure on 
innovation activities is approximately £500 million per year.  

107. Nigel Perry called on the Government to recognise “the need to add on to our 
excellence in science with excellence in innovation”.126 The CPI called for further 
government investment, highlighting the significant repercussions of under-funding: 

As a result many good research ideas may not develop into profitable and value 
creating businesses. In some cases UK publicly funded research is lost to the UK as it 
is developed by competitor countries.127 

Northern TUC also agreed that “Too often innovative ideas emerge in Britain but are 
developed for commercial purposes elsewhere producing only one-off fleeting benefits for 
the economy”.128 

108. There is no doubt that the UK has a world-class research base. Too much of that 
knowledge is lost, however, because of the innovation gap. Witnesses have highlighted 
areas where ideas that emerge in Britain are developed abroad, leading to a loss of 
benefit for the economy. The Government must realise that it cannot rely on the UK’s 

 
122 Q 110 

123 Ev 87 

124 Q 154 

125 Ev 117 

126 Q 110 

127 Ev 117 

128 Ev 64 



Industry and Innovation in the North East of England 37 

 

research capabilities alone. This must be matched by the ability to change ideas into 
new and innovative product processes or services for the market place and the 
Government could learn from the way in which NETPark has assisted in the 
development of ideas into usable technologies. A balance is beginning to emerge under 
the Government’s industrial activism policy, with recent Government investment of 
£12 million in the Printable Electronics Centre (PETEC) in Sedgefield, and a £10 
million investment at NaREC. We urge the Government to increase its funding to close 
the innovation gap and to ensure the future prosperity of our economy. 

Business Support Products 

109. In October 2008, BIS and the RDAs announced simplified business support products 
for innovation, which were formally launched by March 2009 under the “Solutions for 
Business” banner. The main innovation and support products are: 

• Networking for innovation: supports businesses to build relationships with 
knowledge base institutions to develop and exploit new ideas; 

• Knowledge Transfer Partnerships: grant to enable the placement of a recently 
qualified person in a business, or the exchange of staff between businesses and 
knowledge base institutions; 

• Innovation vouchers: enable a business to buy support from a knowledge base 
institution in order to explore potential opportunities for future collaboration in 
developing and exploiting new ideas; 

• Low-Carbon Energy Demonstration: finance to assist a range of demonstration 
activity in order to commercially exploit R & D in low carbon energy generation 
technology; 

• Grant for Research and Development: finance to assist a business to develop and 
exploit new ideas; 

• Innovation advice and guidance: this product aims to provide businesses with 
expert knowledge and highly specialised, technical and advanced skills, enabling 
them to innovate and improve performance.129 

110. In oral evidence to the Committee, witnesses highlighted the confusion that existed 
surrounding funding streams available to businesses. The Federation of Small Businesses 
reported that there was little signposting for business as to what was most appropriate for 
them, which was compounded “by the duplication of some funding streams provided by 
the Carbon Trust and the Energy Saving Trust”.130 Simon Hanson, Federation of Small 
Businesses, called on the RDA to better publicise the funding opportunities that were 
available.131 

111. Northern TUC highlighted the problems caused by the lack of long-term funding: 
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A piecemeal approach to awarding small grants on a competitive basis is 
incongruent with the foresight required by successive Government administrations 
to secure a sustainable industry legacy by seeing regeneration projects that are in the 
region’s long term interests through to completion.132 

112. We welcome the business support products for innovation that were launched in 
March of this year. However witnesses have expressed confusion regarding the funding 
streams available to businesses and a lack of information surrounding them. We urge 
One North East to work with businesses to increase their awareness of the funding 
assistance that is available and what is most appropriate for them. 

Centres of Excellence in the North East 

113. The Centres of Excellence were originally created by One North East as part of the 
Strategy for Success to “take forward a significant part of the Agency’s Innovation 
agenda”:133 

• New and Renewable Energy Centre (NaREC): Established in 2003, NaREC is a world-
class renewable energy centre, which specialises in creating routes to market for new 
energy technologies. Based in Blyth Northumberland, NaREC offers the latest 
techniques to support energy technology developers with the creation of the next 
generation of their products. 

• Centre for Process Innovation (CPI): This centre was established to support the sector 
and open up future market opportunities. CPI has focused on identifying the 
innovation needs of process industry businesses, and establishing major facilities and 
projects to meet these needs. It is host to the National Industrial Biotechnology Facility 
(NIBF), Nanocentral, Plastics Electronic Centre (PeTEC) and the Low-Carbon Energy 
Development Centre. 

114. Witnesses commended the creation of these centres. CPI stated that it was “extremely 
insightful of ONE” to identify the opportunity and to establish the Centres.134 On the 
establishment of NaREC, Kevin Rowan, TUC Regional Secretary, commented: 

I certainly think the RDA has got its act together by developing NaREC, as it did a 
few years ago. It was absolutely crucial for, and far-sighted of, the agency to support 
that, underpinned by the science, industry and innovation strategy in the region.135 

115. Barclays highlighted how the establishment of the Centres of Excellence attracted 
“major players” to the region.136 The US energy company, Clipper Windpower located its 
European R&D facilities in the North East where they are developing the world’s largest 
offshore wind turbine in collaboration with NaREC. Japanese market leaders Yanmar 
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chose the region to develop its 100% biodiesel heat and power system at the NaREC testing 
facilities. 

116. While establishment of the centres were commended, it was accepted that investment 
in the centres needed to be increased to enable them to grow and compete on a pan-
European scale. CPI stated that its aspiration was to develop two low-carbon resource 
efficient process institutes, and commented that it would “require stronger long term 
establishment funding from national sources to deliver the centres in the North East”.137 

European Institutions 

117. The largest organisation for applied research in Europe can be found in Germany. The 
Fraunhofer-Gesellschaft maintains 80 research units, including 58 Fraunhofer Institutes, at 
over 40 different locations in Germany. Nigel Perry, Chief Executive Officer of CPI, 
compared the UK system unfavourably with the system in Germany, also commenting that 
the “same is found in Finland, France, Holland, America, Singapore, Japan and Korea”.138 
He further stated: 

… total UK capability in the process industry in our area is probably limited to CPI. 
We are struggling to see other facilities of that nature. Our budgets and manpower 
can be compared with a typical facility in Germany, which has 54 of them, the 
average of which is twice our size.139 

118. Witnesses highlighted the difference in the funding of research institutions on the 
European continent as compared to the UK. The Fraunhofer-Gesellschaft has an annual 
research budget of approximately €1 billion. It receives establishment funding from its 
regional and national government. This is augmented by the winning of public private 
contracts and by direct private investment by the private industry sector. Funding is 
typically split: 33% establishment (public) funding, 33% public/private projects and 33% 
direct private investment. CPI stated that: 

... public funds are dispersed directly to a small number of internationally recognised 
asset based technology development organisations, by adopting this focused 
approach with larger Institutes excellence is encouraged and organisations are 
created of a size that can make a significant difference to the national innovation 
process.140 

119. We congratulate One North East on its foresight in establishing the Centres of 
Excellence. Their reputation has led to major companies establishing a base in the 
region. We note the model of the Fraunhofer-Gesellschaft in Germany which receives 
funds from regional and national government. This is augmented by the winning of 
public-private contracts and by direct private investment. We urge the Government 
and One North East to provide long-term establishment funding in the Centres of 
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Excellence. We recommend that the Government consider developing a model in the 
North East and the UK similar to those that operate in Germany. 

Private Investment 

120. Northern TUC commented that “the region has traditionally and consistently 
attracted much less private sector investment than anywhere else in the country”.141 It also 
reported: 

… many projects find it impossible to obtain funding and potential private investors 
are deterred by apparent public sector unwillingness to pool risk resulting in many 
regeneration initiatives not being undertaken […] the TUC considers Government 
measures to improve access to finance for high stake projects would persuade private 
sector investments to get on board if risks can be evenly shared.142 

121. Witnesses commented on the “significant—if not the major—role” of the private 
sector.143 Businesses representatives called on the Government to take some of the risk out 
of private sector investment and to try to use that as a way of encouraging private sector 
involvement in the North East. Alan Clarke, Chief Executive of One North East, recognised 
it as one of the greatest challenges for the region over the next 10 to 15 years.144 Kevin 
Rowan, TUC Regional Secretary, reported: 

If you talk to Clipper, for instance—one of the potential investors in offshore wind—
one of the things that they say would make their investment more likely is if there is a 
direct link in terms of public procurement, which arguably is a finance element to 
the licensing of the wind farms and the investment that companies make to supply 
the windmills for those wind farms.145 

122. On 29 June, the Prime Minister announced the creation of the UK Innovation 
Investment Fund to invest in technology-based businesses with high growth potential. The 
new fund will focus on investing in growing small businesses, start-ups and spin-outs, in 
digital and life sciences, clean technology and advanced manufacturing. The Department 
for Business, Innovation and Skills, with the Department of Energy and Climate Change 
and the Department of Health, will invest £150 million alongside private sector investment 
on an equal basis. It is the Government’s belief that this could leverage enough private 
investment to build a fund of up to £1 billion over the next 10 years. It will operate on a 
Fund of Funds structure which means it will not invest directly in companies, but rather 
invest in a small number of specialist technology funds that have the expertise and track 
record to invest directly in companies.  

123. We welcome the creation of the UK Innovation Investment Fund. Private sector 
investment must be encouraged and it is vital that the Government takes some of the 
risk out of private sector involvement.  
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Inward Investment 

124. Witnesses commented on the importance of inward investment to the region as there 
was doubt over whether the “finance is available here”.146 However they strongly argued 
that issues, such as delays to planning applications and lack of infrastructure, were barriers 
to investors in the region. 

Planning 

125. Witnesses suggested that delays in planning applications were deterring investors to 
the region, and that “The potential for renewable and clean energy industries in the region 
will not be fully realised until planning delays within the region are overcome”.147 As 
Barclays said, 2007 saw a record number of renewable energy projects rejected in the 
planning process, with it taking up to 24 months for a project to achieve a planning 
decision. NaREC Chairman Dr Alan Rutherford reported: 

We have a lot of interest in inward investment […] They know we have the 
knowledge and the knowledge base […] It is more a question of whether they can get 
better subsidies somewhere else, or whether there is a faster route somewhere else. 
[…] One of the big Japanese companies would have come to the UK. They have gone 
to Australia. They are worried to death about the UK planning delays. They are 
worried to death about how long it will take.148 

126. Witnesses commented on the need to develop a regional strategic approach to 
planning, but felt that the existing planning framework was currently “too fragmented”.149 
The North East Chamber of Commerce felt that this could be achieved through clear 
national or regional policy statements “making clear the expectations on local planning 
authorities to support the industry through realistic limits”.150 National planning policy 
statements are being developed through the Government’s new Infrastructure Planning 
Commission. The Regional Minister commented that he hoped that the creation of the 
new unitary authorities in Durham and Northumberland would “lead to that 
happening”.151  

Infrastructure 

Transport 

127. Business representatives commented that there had been “significant 
underinvestment in strategic links” in the region in the last decade.152 The North East 
Chamber of Commerce commented: 
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Development of ports and airports to ensure excellent connections to international 
markets must be proactively supported, including through improvement of transport 
links to these facilities. Vital road links to UK markets from the North East are 
already not fit for purpose; rail links which at present serve the region well could 
become so if investment to counter growing capacity pressures is not made swiftly.153 

128. Andrew Sugden, Director of Membership and Policy from North East Chamber of 
Commerce, highlighted the need for public investment in roads in particular. Sarah Green, 
Director, CBI North East, commented that the complexity of responsibility for roads was a 
key issue: 

Some parts are part of strategic networks and some are local. The amount of money 
that we are given in regional funding allocations makes it feel like we are messing 
around on the outsides. That is frustrating because people are told they have 
authority, but only in a very small area where they can make no difference. If the 
region is to be able to decide its transport priorities, we must be given the full pot and 
the flexibility to look at the whole picture.154 

129. The Regional Minister commented that it was “indefensible” that, following two years 
of underspending on the regional allocation’s for transport, the region had been heading 
for a third underspend in the current year. Instead, it had been possible to bring projects 
forward, for example relating to the stations in Tees Valley.155 He also noted that there were 
“potential unused rail links within the region”, which he would raise with the Secretary of 
State.156 

130. Witnesses criticised the Government Office and One North East for their lack of 
leadership over transport investment requirements in the region. Andrew Sugden called on 
the RDA not only to lobby behind the scenes but to do so publicly.157 Low investment in 
the region was compared with levels in Yorkshire and the Humber, where “the RDA has 
decided in the past 10 years to lead beyond its authority”.158 

National Grid 

131. Witnesses commented on the “slowness of the National Grid to create the capacity for 
new green energy facilities to connect to the network”.159 This had led to projects such as 
the biomass power generation in Tees Valley being delayed. Barclays also pointed out that 
viable projects were sometimes expected to wait for long periods before being given a 
connection “in order that the costs of network improvements can be kept to a minimum 
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level”.160 They warned that such delays could lead to potential investors looking to invest in 
alternative countries. 

132. Dr Rutherford noted that funding was an issue, and drew a contrast with the situation 
in other European countries: 

Where the funding is going to come from is debatable. We find that the Germans, 
for instance, and the Spaniards, guarantee a grid connection to any new 
development, whereas we are not in that position …161 

Broadband 

133. The North East Chamber of Commerce welcomed investment in the region’s 
broadband infrastructure. However it highlighted the need for periodic updating because 
of the pace of technological development.162 

Incentives 

134. Witnesses commented on public opposition to wind farms. To counter this feeling, it 
was suggested that communities needed to feel they had a stake in local wind farms—for 
example, they might receive a localised financial benefit from reduced energy bills. Dr 
Rutherford commented that “a fair amount of the benefit should accrue to those who are 
closest to it”.163 Dr Rutherford again drew comparisons with what happens elsewhere in 
Europe, where local communities do derive benefits from nearby wind farms and “where 
you’ll find wind farms in the middle of villages in Denmark and Holland”.164 The Regional 
Minister agreed in the importance of a “sense of ownership in projects of this kind”,165 and 
could foresee “a quid pro quo” on the cost of local electricity in the future.166 

135. Fiona Gough, Deputy Regional Director for Environment, Government Office for the 
North East, provided an example of where such a scheme was in place in Ashington: 

… where through use of the section 106 arrangements in planning there is a local 
community trust that is benefiting per megawatt of energy generated from that wind 
farm, which could potentially amount to £60,000 a year for that community.167 

136. Serious barriers exist for those who want to invest in the region. Delays in 
planning applications mean that investors search elsewhere, leaving the North East and 
the UK unable to benefit. We urge that the current planning framework be simplified, 
with the Government taking a lead through clear national and regional strategies to 
encourage local support of industry. It is to be hoped that the Infrastructure Planning 
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Commission will have some impact in this regard. It is essential that the Government 
and the supply industry develop the National Grid to create the capacity for new energy 
facilities to connect to the network. 

137. Underinvestment in transport links is detrimental to investment in the region. 
Serious gaps remain in road links in the North to Edinburgh and in the West to 
Cumbria and Carlisle. We urge the Government to examine the complexity 
surrounding responsibility for roads. We call on One North East and the Regional 
Minister to lobby Government more effectively to increase investment in the area. 

138. The Government must consider incentives to counter opposition to the 
development of renewable industries in the region. We urge them to learn from across 
continental Europe where communities often benefit directly from proximity to a wind 
farm, through, for example, reduced energy bills. We recommend that the Government 
examine how similar schemes could be established in the North East and the UK. 
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6 Skilled Workforce 
139. Low skill levels act as a barrier to economic participation and hinder productivity. The 
Regional Economic Strategy recognises that in order to compete in the future not only will 
skill levels need to be improved, but the number of people with higher-level creative and 
innovative skills will need to be increased. Building Britain’s Future—New Industry, New 
Jobs168 sets out the Government’s views that innovative businesses need educated, 
entrepreneurial and skilled people. 

Skill Levels 

140. Figure 3 (below) shows that since 2001 the qualification level of the population in the 
North East has increased significantly. The number of adults in the working-age 
population qualified to at least Level 3 (Apprenticeship/A Level or equivalent) has 
increased from 38% to 45%. The number of adults in the workforce qualified to at least 
Level 4/Degree or equivalent has increased from 18% to 24%. 

Figure 3: The qualification level of the population in the North East 

% of working 
qualification 
qualified to at 
least Level: 

2001 (North 
East) 

2001 (England 
and Wales) 

2007 (North 
East) 

2007 (England 
and Wales) 

Level 4 18 23 24 28 

Level 3 38 42 45 47 

Level 2 60 63 68 68 

Without 
qualification 

20 16 14 13 

Source: Annual Labour Force Survey/Annual Population Survey 

141. Despite the increase, the Government Office acknowledged that there “remains a 
considerable challenge in terms of higher level qualifications”.169 The North East has a 
lower proportion of adults qualified to Level 3 and 4 and of those without qualification, 
than is the case for England and Wales. In 2007 there remained a gap of four percentage 
points between the proportions achieving NVQ Level 4 in the region and the national 
average. 

142. Witnesses expressed concern regarding the basic skills deficiencies and the impact it 
had on the competitiveness and potential growth of businesses in the North East. Kevin 
Rowan, TUC Regional Secretary, agreed that “employers are still identifying skills 
shortages as a constraint on growth”.170 Sarah Green, Director of CBI North East, 
commented: 

 
168 Department for Business, Enterprise and Regulatory Reform, Building Britain’s Future—New Industry, New Jobs, 
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We need to ensure that we bring through young people with the appropriate skills. It 
is clear across the board that, whichever industry you go for—this is equally the case 
with the current industrial mix—we need more STEM skills. We need to look very 
clearly at that in our schools. This week there were announcements on the number of 
children taking combined rather than single sciences. These sorts of issues are critical 
to our region.171 

Enterprise Skills 

143. Business representatives commented on the need for new skills, useful for creating 
businesses, that would assist the growth of the North East economy. Ian Williams, Director 
of Business and Industry for One North East, recognised that the region had perhaps “not 
had the aggression or the vision that we would want in terms of entrepreneurship within 
society”.172 Northern TUC commented on the need to teach skills useful for creating 
businesses in schools and colleges to ensure that new businesses were given the maximum 
chance of success. It further noted: 

Enterprise skills must [...] be instilled in students graduating from the region’s 
universities. Those developing high level skills in fields important to the regional 
economy should be encouraged to gain extra credit by complementing this with 
business modules. This would help maximise the wealth generating potential of their 
skills and knowledge.173 

The Centre for Process Innovation Ltd. (CPI) also made a similar point in their written 
evidence: 

… there is a need to develop a cadre of innovation champions and specialists that 
have a set of skills that can bridge the gap between research and main stream use. 
These people need strong academic skills combined with knowledge of product and 
process development and commercial understanding in order to allow them to make 
the transition from idea to application.174 

144. Barclays agreed that there was a greater need for training and advice for people 
thinking about or going into business. They pointed out that they had established a long-
term partnership with organisations such as NFEA (the national enterprise network). As a 
consequence of this partnership. Barclays had funded and subsidised a large number of 
events to promote this aim and “evaluation of these events has shown that the businesses 
that attend are more likely to prosper”.175  

145. Ian Williams from One North East highlighted the support they provided to 
companies and start-up companies with £5 million spent on coaching activities and pre-
business start-up. They had also established £12 million through the North East England 
Investment Centre and Business Link, to take “individuals through that journey to start up 
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the business”.176 Alan Welby, Director of Strategy from One North East, noted that there 
had been above average start-ups in the region over the last five years, but that to 
“transform the region is a deep cultural thing”.177 Ian Williams recognised that: 

… we cannot expect this to be resolved with a silver bullet. I am afraid that we have 
had to deal with far too many cultural issues and too much structural change. It’s 
certainly something that we are addressing and working with our partners on, 
because it is a priority.178 

146. The North East has a lower proportion of adults qualified to Level 3 and 4 and of 
those without qualifications then is the case for England and Wales as a whole, 
although the position has been improving in recent years. This has a detrimental effect 
on the potential growth of the region. It is vital that there is an improvement in the 
skills of school leavers. They must be given the opportunity to develop entrepreneurial 
skills, essential for creating new businesses in the region. We recognise that long-
standing cultural issues surrounding enterprise in the region cannot be dealt with 
quickly, but we urge One North East to work together with local authorities, 
universities and business partners to ensure that individuals receive the support they 
need when starting up their own business. 

Attracting and retaining higher engineering skills 

147. Witnesses expressed concern over the current lack of engineering skills in the North 
East. Tony Sarginson, External Affairs Advisor from the EEF, commented: 

Even now, in this downturn, there is still a chronic shortage of higher engineering 
skills in this region. Design engineers, project managers and any leadership-type 
engineering people are in real short supply in this region.179 

148.  Many witnesses noted that the poor image of engineering and manufacturing meant 
that employers had difficulty in attracting skilled workers for innovative industries in the 
region. Petrina Lynn, Skills Development Director, Learning and Skills Council (LSC), 
commented: 

... it is about young people’s and parents’ perceptions of sectors. Let us not forget that 
some of these parents were made redundant in these sectors—second and third 
generation and so on—and they still visualise those sectors as they know them, and 
what happened to them and what their personal experiences were. There is also a 
very traditional view of what engineering is.180 

The Regional Minister also acknowledged the difficulty in making the manufacturing and 
engineering industry attractive to graduates: 
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Comparisons are always made with continental equivalents where the engineer has 
almost a social status and is said to be ahead of the United Kingdom. There is an 
issue. The things that work and that are the most persuasive are to show what the 
modern pay bands are in the sector.181 

149. In oral evidence to the Committee, witnesses spoke of the need to make young people 
aware of the attraction of a career in construction and engineering. Petrina Lynn gave an 
example of the work carried out by the LSC at schools in the region: 

… I was in a school last Friday in Middlesborough, doing some work with a sixth-
form group about growth sectors. I was trying to change their views around their 
understanding of the employment base—the employment base within the region—
just to try to move them into different ways of thinking about options and 
opportunities.182 

The Regional Minister also recognised the advantages of working with young people: 

To know that there is a good remuneration, that there are job vacancies and that 
there is a secure future in the sector—it is a broad sector with a large number of 
specialisms within it—is something that should be better known. I am strongly in 
favour of explaining that in schools, so that youngsters, when they are thinking of 
careers, look to it.183 

150. While Alan Welby, Director of Strategy for One North East, commented on 
improvements in the retention of skilled workers in the North East,184 other witnesses 
expressed a concern that many of the brightest graduates were leaving the region. Kevin 
Rowan, TUC Regional Secretary, commented: 

One of the key challenges we face is that our brightest and best, youngest people, 
tend to find opportunities outside the region more than they find opportunities 
within the region. Finding a hook to keep them here—an economic platform that is 
diverse and interesting enough to keep them here and that they are aware of—is a 
fundamental challenge.185 

Sarah Green, Director of CBI North East, also expressed concern regarding recruitment to 
the region:  

Talent retention and attraction will be critical. Given the region’s location and the 
difficult period that we are going through, businesses fear that talent will have to 
move elsewhere when they recruit after we come out of this recession. There is 
evidence that it will be difficult to recruit people who have no experience of the 
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North East—people who do not have a nexus or historical connection to the 
region.186 

151. The Department for Business, Innovation and Skills and One North East must 
work with regional partners to make engineering and manufacturing attractive to 
school leavers and graduates. We recognise and welcome the work that is currently 
being undertaken in schools to promote manufacturing and engineering as viable 
career paths and encourage their continuation. 

Skills Activism 

152. In April, Rt Hon John Denham MP, then the DIUS secretary, gave a speech at the 
RSA, that complemented Lord Mandelson’s earlier intervention, introducing a concept 
called ‘skills activism.’ This outlines a number of approaches to encourage demand for 
skills and innovation, which involves the Government and businesses playing a larger role 
in analysing and perhaps directing, the determination and fulfilment of skills needs. 
Significantly, he said: 

Over the past few years, the skills system has become increasing demand-led 
responding to the choices being made by employers and learners. But while this has 
produced a more responsive and effective skills system, we know that it has limits as 
it works at present.187 

153. The North East Chamber of Commerce agreed that a demand-led skills system had its 
limitations and that employers might lack sufficient information and co-ordination to plan 
skills provision: 

While this [demand-led skills system] has its attraction to business, NECC has been 
anxious to make clear the limited time horizons within which most businesses are 
able to identify and invest in this demand, and the vacuum that is created in a less 
favourable economic climate in which demand for skills has slumped.188 

Kevin Rowan, TUC Regional Secretary, also commented on the problems of a demand-led 
skills system: 

If you rely on employers alone to articulate their skills needs, and then facilitate 
training on the back of that, there is a chance that you will miss future economic 
opportunities. So we would be inclined to support a demand-led skills infrastructure, 
but it should involve demand from different sources, and future opportunities—
future economic potential—should be one of the factors influencing demand, not 
just what employers say they need now and in the short term.189 

154. The Learning and Skills Council advocated a mixture of both systems: 
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There is a need to be both demand led (i.e. responding to current demands from 
employers) and to be ‘skills active’ i.e. working with employers and providers to 
identify future needs and respond within collaborative and innovation solutions, ‘to 
shape and create markets’.190 

In its written evidence, the LSC provided examples of where it is working with employers 
to meet demand and innovate for the future (Figure 4 below).191 

Figure 4 

Initiative Summary 

National Skills Academies 
(NSA) 

The manufacturing sector is being supported by 4 NSAs that are 
employer led and part financed by the LSC. These include a 
Process Industries hub in Tees Valley. 

Train to Gain pathfinder A higher-skills pathfinder which recognises that many employers 
in the manufacturing and engineering sectors require higher-
level skills. 

Young Apprenticeships/ 
Diplomas 

A programme delivered in schools for the 14–16 age group, 
focusing on engineering and science programmes. 
14–19 Diplomas are currently being introduced to the school 
curriculum. 

Renewables sector In May 2009, LSC organised a joint discussion event with the 
Energy Leadership Council, the relevant Skills Sector Councils and 
Colleges and training providers to discuss requirements in the 
energy and renewable sector. This has led to proposals for new 
Apprenticeship frameworks 

Retail sector LSC has worked with Newcastle City Council and Jigsaw to 
establish and operate a learning facility in Newcastle City Centre. 

Train to Gain  

155. Train to Gain is a national skills service that supports employers of all sizes and in all 
sectors to improve the skills of employees as a route to improving business performance. 
The service offers skills advice on everything from Investors in People and basics skills 
through to leadership and management training. In the North East, Business Enterprise 
North East delivers the service on behalf of the Learning and Skills Council (LSC). LSC has 
over 300 providers who will deliver Train to Gain support for employers. 

156. In its written evidence, LSC detailed how Train to Gain had supported the 
manufacturing sector in the North East: 

• Since September 2009, Train to Gain has supported 993 employers in the Region 
within the manufacturing sector, delivering 6,528 technology qualifications, an 
investment of approximately £10.5 million. In addition, the sector will have 
accessed generic qualifications such as leadership and management. 
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• Since September 2006, more than 9,000 people employed in the manufacturing 
sector in the North East have started a Train to Gain funded programme. Only 21 
of these were at Level 4, although this may reflect that Level 4 has only recently 
been eligible for support.192 

157. Witnesses expressed the importance that, in the current economic climate, 
government, employers and employees invested in skills to help support the recovery of the 
economy. In its written evidence, the LSC commented that “there is currently no evidence 
of the economic downturn having a negative impact on the take up of the Train to Gain 
offer”. On the contrary, it commented: 

Latest information (March 2009) shows that the number of Train to Gain starts in 
the North East has increased by 185% from the previous year. The North East has the 
fourth highest number of Train to Gain starts of the nine English Regions—even 
though it has the smallest number of employers.193 

Kevin Rowan, TUC Regional Secretary, agreed that “businesses and individuals are 
investing more in skills than they ever have”.194 

158. The Federation of Small Businesses welcomed the support provided by Train to Gain, 
and recognised that the North East was one of the “leading regions” in terms of funding 
support.195 However, in oral evidence Simon Hanson, Policy Manager from the Federation 
of Small Businesses, highlighted concerns with the service, with many of its members 
concerned that Train to Gain was “focused more on the bigger companies”.196 Witnesses 
also expressed concern regarding the security of Train to Gain funding beyond the 
financial year, and that businesses were “seeing caps on that funding” by the 
Government.197 

159. Concerns were raised regarding the lack of awareness of the Train to Gain service 
within the business community in the region, and that funding opportunities available to 
employers were not as clear as they should be. In oral evidence, Mr Hanson noted that “a 
lot of our members said that they hadn’t even heard of Train to Gain and wouldn’t know 
where to ask”.198 EEF commented that the funding streams available were “incredibly 
complex for employers to navigate and find what they want when they need it, which in 
itself can be a barrier to meeting skills ambitions”.199 

160. Train to Gain works with colleges and training providers to deliver training to 
employees. Simon Hanson commented that he wished to see the needs of the small 
businesses taken into account more when developing educational programmes: 
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I think a lot of our members would prefer to see informal non-accredited short 
courses that could be done that are not at the behest of the timetables of the colleges, 
so that they can be a bit more flexible and responsive.200 

161. We note the popularity of the Train to Gain scheme and recognise the 
commitment amongst employers in the region to training. We are concerned that some 
sectors of the business community remain unaware of the benefits of Train to Gain. We 
urge the Learning and Skills Council, One North East and local authorities to continue 
to publicise the scheme and to target small businesses to ensure that they are aware of 
the benefits. We urge the Learning and Skills Council to seek ways in which the training 
programme can be delivered more flexibly, taking into account the needs of small 
businesses. We recommend that funding for the Train to Gain scheme is continued as 
long as there is demand for it. 

Apprenticeships 

162. The National Apprenticeship Service (NAS) was announced in January and officially 
launched on 27 April. Reporting to the new Department for Business, Innovation and 
Skills, the service will drive forward the Government’s ambition for Apprenticeships. The 
service aims to bring about significant growth in the number of employers offering 
apprenticeships. The NAS will assume total responsibility for the delivery of 
apprenticeships that includes: employer services, learner services, and a web-based vacancy 
matching system. 

163. The North East saw more than 4,000 apprenticeship starts between 2006–07 and 
2007–08. Witnesses noted that the current economic climate was adversely affecting the 
number of apprenticeships available. Petrina Lynn, Skills Development Director from 
Learning and Skills Council North East, acknowledged: 

... the big influencing job that we have to do over the next year is to influence 
employers to continue training and to continue sponsoring the apprentices for their 
sector. Otherwise, the big danger is that we end up where we have ended up before, 
where we have a big gap in skills. I think we are treading water slightly at the 
moment, but it is going to be one of the new National Apprenticeship Service’s 
biggest challenges.201 

164. Concern was also expressed about those currently in apprenticeships. The LSC noted 
that an increasing number of apprentices were being made redundant. Witnesses 
commented on the need to “do everything that can possibly be done to retain people in an 
apprenticeship”,202 or as Tony Sarginson, from the EEF noted, “there is a grave danger that 
many apprentices will find themselves in limbo”.203 

165. We note with concern that the current economic climate is adversely affecting the 
number of apprenticeships available. We urge the Learning and Skills Council, One 
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North East, and business representatives to ensure that it is possible to retain 
individuals in an apprenticeship. 

Machinery of Government 

166. The Apprenticeships, Skills, Children and Learning Act 2009 will dissolve the LSC 
with effect from April 2010. As a result of this Act, LSC’s current work with and funding 
for 16-18 year olds will pass to local authorities; the Act will also create a new agency, the 
“Young People’s Learning Agency” to oversee this work at national and regional level. The 
LSC’s work with adults and employers will transfer to a new Agency called the “Skills 
Funding Agency”. 

167. Witnesses expressed concern that the development of future skills needs in the region 
would be affected by the changes in the machinery of Government. The LSC commented: 

These changes will lead to loss and movement of key staff and consequently a need to 
rebuild [...] within successor bodies such as Skills Funding Agency and Young 
Peoples Learning Agency.204 

168. Simon Hanson, Policy Manager for FSB North East, commented on the “massive 
confusion” that existed in the business community regarding funding streams, which 
would only be increased by the establishment of the new agencies:  

I think an Innovation, Universities, Science and Skills Committee report said that 
there were only a few academics and Whitehall civil servants who actually 
understood what the system looks like now. If you try to get that down to some of 
our members with five members of staff, or even two members, or sole traders, they 
have not got the time to trawl through a whole load of skills websites to try to find 
some funding.205 

169. The North East Chamber of Commerce stated: 

[Reform to the structure of Government agencies] is [...] being carried out at a time 
when the focus should be on ensuring simplifying the process for business 
investment in training and proactively engaging with firms, rather than on re-
structuring. It is clear that changes have progressed to a degree where it would cause 
more disruption to attempt to reverse them. Nevertheless, the internal focus must be 
restricted to an absolute minimum and businesses must be given confidence in a 
guaranteed quality service with a ‘no wrong door’ approach during any period of re-
structuring.206 

170. We note the concerns raised by witnesses that the reform of the structure of 
Government agencies dealing with skills is taking place during a period of economic 
uncertainty. We are concerned that, following the reforms, the economic strategy for 
the North East will be drawn up at a regional level with skills planning taking place at 
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local level through councils up to age 19, or at national level for adults through the 
Skills Funding Agency. This gap must be bridged and local authorities must work 
effectively with regional partners to ensure coherent planning.  

Whitehall’s engagement with the region 

171. Concerns were expressed about the level of central government engagement with the 
North East. While the RDA, One North East, was generally praised, most witnesses were 
less complimentary about the Government Office for the North East (GONE). GONE in 
fact co-ordinates the delivery of government policy in the region across a range of 
departments. 

172. More significant concerns were raised about the separation of the North East from 
Whitehall, a distance that is not just geographical but one of perception. Kirstin Green, 
Deputy Director for Regional Policy and Partnership in the Economic Development 
directorate of BIS, accepted that a “tiny, tiny percentage” of secondments from her 
Department go to the North East: “There is some secondment and interchange, yes. There 
isn’t a formal programme; it tends to happen on a case-by-case basis if people want to 
make that move […] it is quite difficult to make people leave their home in the south-east 
and move to Newcastle or another place in the North East, or vice versa”.207 Jonathan 
Blackie, Regional Director of the Government Office for the North East, spoke of the 
difficulty civil servants have in making a career specifically in the North East, or any other 
region:  

Over the years, Departments have become more specialised so you can spend your 
entire life in one Department and your career can be realised only if you move to 
London. What we are trying to do is offer more jobs in the region so that people can 
have a career, whether in Washington or North Tyneside, and then on to Newcastle. 
In the old days, you used to be able to do that—you could come in at 16 at the 
Ministry at Longbenton and work your way up and round the different 
Departments. We are keen to offer a better career path so that people can stay in the 
North East.208 

173. Mr Blackie also held out hope that civil service fast stream entrants might work for a 
period in the region and that it might be possible to persuade the National School of 
Government to “get more of a regional feel” in the programmes it delivers to civil 
servants.209 We recommend that GONE begin discussions with the National School of 
Government to encourage the wider secondment of fast-streamers to gain experience of 
the regions and regional policy. 
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Conclusions and recommendations 

1. We hope that political disagreements regarding the establishment of Regional 
Committees will be resolved so that opposition Members will be able to participate in 
the work of the North East Regional Committee. (Paragraph 2) 

2. Manufacturing plays a fundamental role in the economy of the North East of 
England. This needs to be appropriately valued, but according to some employer’s 
associations manufacturing is under-resourced by central Government in favour of 
industries, such as those in the public and financial sectors. In particular 
manufacturing has suffered in the past year from reduced demand and increased 
costs. (Paragraph 14) 

3. The Government must reassert the importance of manufacturing industry. It is clear, 
however, that manufacturing industries in the region must innovate if they are to 
attain and maintain global competitiveness. We encourage the development of 
manufacturing industries away from traditional fossil fuel-based manufacturing 
towards the next generation of industrial development. (Paragraph 15) 

4. The North East Development Agency (One North East) has a key role in driving and 
co-ordinating regional economic development. We note the general level of support 
for its role in the region. The Regional Economic Strategy drawn up by One North 
East sets out a vision to create a “vibrant, self reliant, ambitious and outward looking 
region featuring a dynamic economy, a health environment and a distinctive 
culture”. We commend its regional priorities and fully support its vision and 
ambition. (Paragraph 19) 

5. One North East was originally established to provide strategic economic leadership 
in the region. Since its establishment, it has, at the Government’s request, taken on a 
large number of additional responsibilities and has moved beyond its original 
strategic role, becoming responsible for the delivery of a number of grants and 
European Development Funds. We note concerns raised by witnesses that this may 
cause One North East to lose its business focus and urge it to ensure that that focus 
remains its clear priority. (Paragraph 23) 

6. We welcome the Single Programme Grant in Aid which allows One North East to 
influence effectively regional economic priorities and which gives greater flexibility 
in managing available resources. The agency’s effectiveness is harmed, however, by 
reductions in its budget. These reductions can be made at short notice, which affects 
expenditure already allocated. We recommend that One North East suffers no 
further short or immediate-term budget reduction in order to enable it to take 
strategic decisions for the good of the region on a stable and agreed financial footing. 
(Paragraph 27) 

7. We welcome the Government’s recognition that innovation is essential to the UK’s 
future prosperity. We agree that a policy of industrial activism, with the Government 
taking a leading role in supporting the development of innovation and investment, is 
essential to the future growth of our economy. (Paragraph 35) 
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8. The manufacturing industry is essential to the rebalancing of our economy. The 
Government must ensure that it plays to the strengths of the North East region, 
working with One North East and local partners to enable economic development. 
While the Government recognise the importance of innovation, they must also 
ensure that traditional industries in the manufacturing economy are not forgotten 
and are helped to innovate. (Paragraph 36) 

9. One North East plays a key role in developing and implementing innovation policies. 
We welcome its focus on the Three Pillars where the region has significant potential 
to be a global leader. (Paragraph 40) 

10. We congratulate NEPIC and NETPark on the work that they are doing in assisting 
the commercialisation of cutting-edge research and developments. Such schemes 
provide technology companies with the tools, infrastructure and support to create 
financially stable, high-growth enterprises, enabling the development and growth of 
science and technology businesses in the region. (Paragraph 43) 

11. The North East Region has the potential to be a global leader in the development of 
the renewable energy industry. We were deeply impressed by the work done at 
NaREC, which has helped put the region on the map with regard to blade testing for 
wind turbines. We welcome the announcement that a new turbine factory will be 
built by Clipper Windpower and its commitment to the region. We also welcome the 
work being done in the region in the development of greener vehicles and the 
investment by Nissan at Sunderland in battery production. Major opportunities also 
exist for carbon capture and storage because of the region’s proximity to the North 
Sea and we welcome the research and development taking place at the Alcan facility 
in Lynemouth. (Paragraph 58) 

12. Private industry must be given clear signals on where to invest. The Government 
must indicate its priorities and provide clear direction if the potential present in the 
region is to be realised. The Government must act quickly while a window of 
opportunity exists for pioneers to emerge in the field of renewable energies, as the 
UK faces competition in this area from other countries. We urge the Government to 
work with One North East, the business community and local partners in the North 
East to analyse the strengths of the region and to determine where future economic 
and sustainable growth exists. (Paragraph 59) 

13. The ability of businesses to access adequate finance is one of the significant issues 
raised during the inquiry. Witnesses spoke of lending practices making it more 
difficult for businesses to access finance. This is putting businesses at risk. The banks’ 
regional managers must work more closely with the region’s business groups to 
ensure that their lending practices and charges are appropriate for supporting North 
East businesses through the current economic climate. (Paragraph 71) 

14. A lack of communication resulted in confusion about lending under the European 
Finance Guarantee Scheme. Bank staff were not aware of the scheme when it was 
introduced and could not provide information to interested businesses. The 
Government, in introducing schemes to assist businesses during the current 
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economic climate, must ensure that adequate pre-briefing and pre-training takes 
place before they are rolled out to the public. (Paragraph 76) 

15. One North East has taken positive and effective steps to provide support to 
businesses. We welcome the approach it has taken with regional partners to ensure 
that marketing and promotional efforts are co-ordinated in the North East. This has 
allowed much-needed help to be quickly accessed by those requiring support. 
(Paragraph 81) 

16. We welcome the work done by One North East, the Regional Minister and regional 
partners in the Response Groups to the large-scale job losses that occurred at Nissan. 
(Paragraph 84) 

17. The Committee will comment further on the situation at Corus in an emergency 
Report in the new year following this month’s announcement of substantial job 
losses and the mothballing of some facilities in the North East. (Paragraph 86) 

18. A key role of the Regional Minister is to champion the region in central 
Government, and this has been welcomed by witnesses, particularly by those from 
the business sector. The current Minister has played an important role in the region 
during the current economic climate and has been a strong advocate for regional 
interests. We believe that the role is a valuable one which future Governments should 
seek to fill. (Paragraph 92) 

19. We are concerned by inconsistencies in the amount of research and development 
investment that occurs in the North East, particularly in comparison with funding 
within the ‘golden triangle’ bounded by Oxford, Cambridge and London. This has a 
detrimental effect on the abilities of businesses in the North East to increase their 
knowledge base and to work towards improving the economy of the region. We urge 
the Government to examine the means by which bids for research and development 
are rewarded with a view towards ensuring an appropriate balance across all the 
UK’s nations and regions.  (Paragraph 102) 

20. There is no doubt that the UK has a world-class research base. Too much of that 
knowledge is lost, however, because of the innovation gap. Witnesses have 
highlighted areas where ideas that emerge in Britain are developed abroad, leading to 
a loss of benefit for the economy. The Government must realise that it cannot rely on 
the UK’s research capabilities alone. This must be matched by the ability to change 
ideas into new and innovative product processes or services for the market place and 
the Government could learn from the way in which NETPark has assisted in the 
development of ideas into usable technologies. A balance is beginning to emerge 
under the Government’s industrial activism policy, with recent Government 
investment of £12 million in the Printable Electronics Centre (PETEC) in Sedgefield, 
and a £10 million investment at NaREC. We urge the Government to increase its 
funding to close the innovation gap and to ensure the future prosperity of our 
economy. (Paragraph 108) 

21. We welcome the business support products for innovation that were launched in 
March of this year. However witnesses have expressed confusion regarding the 
funding streams available to businesses and a lack of information surrounding them. 



58    Industry and Innovation in the North East of England 

 

 

We urge One North East to work with businesses to increase their awareness of the 
funding assistance that is available and what is most appropriate for them. 
(Paragraph 112) 

22. We congratulate One North East on its foresight in establishing the Centres of 
Excellence. Their reputation has led to major companies establishing a base in the 
region. We note the model of the Fraunhofer-Gesellschaft in Germany which 
receives funds from regional and national government. This is augmented by the 
winning of public-private contracts and by direct private investment. We urge the 
Government and One North East to provide long-term establishment funding in the 
Centres of Excellence. We recommend that the Government consider developing a 
model in the North East and the UK similar to those that operate in Germany. 
(Paragraph 119) 

23. We welcome the creation of the UK Innovation Investment Fund. Private sector 
investment must be encouraged and it is vital that the Government takes some of the 
risk out of private sector involvement.  (Paragraph 123) 

24. Serious barriers exist for those who want to invest in the region. Delays in planning 
applications mean that investors search elsewhere, leaving the North East and the 
UK unable to benefit. We urge that the current planning framework be simplified, 
with the Government taking a lead through clear national and regional strategies to 
encourage local support of industry. It is to be hoped that the Infrastructure Planning 
Commission will have some impact in this regard. It is essential that the Government 
and the supply industry develop the National Grid to create the capacity for new 
energy facilities to connect to the network. (Paragraph 136) 

25. Underinvestment in transport links is detrimental to investment in the region. 
Serious gaps remain in road links in the North to Edinburgh and in the West to 
Cumbria and Carlisle. We urge the Government to examine the complexity 
surrounding responsibility for roads. We call on One North East and the Regional 
Minister to lobby Government more effectively to increase investment in the area. 
(Paragraph 137) 

26. The Government must consider incentives to counter opposition to the development 
of renewable industries in the region. We urge them to learn from across continental 
Europe where communities often benefit directly from proximity to a wind farm, 
through, for example, reduced energy bills. We recommend that the Government 
examine how similar schemes could be established in the North East and the UK. 
(Paragraph 138) 

27. The North East has a lower proportion of adults qualified to Level 3 and 4 and of 
those without qualifications then is the case for England and Wales as a whole, 
although the position has been improving in recent years. This has a detrimental 
effect on the potential growth of the region. It is vital that there is an improvement in 
the skills of school leavers. They must be given the opportunity to develop 
entrepreneurial skills, essential for creating new businesses in the region. We 
recognise that long-standing cultural issues surrounding enterprise in the region 
cannot be dealt with quickly, but we urge One North East to work together with local 
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authorities, universities and business partners to ensure that individuals receive the 
support they need when starting up their own business. (Paragraph 146) 

28. The Department for Business, Innovation and Skills and One North East must work 
with regional partners to make engineering and manufacturing attractive to school 
leavers and graduates. We recognise and welcome the work that is currently being 
undertaken in schools to promote manufacturing and engineering as viable career 
paths and encourage their continuation. (Paragraph 151) 

29. We note the popularity of the Train to Gain scheme and recognise the commitment 
amongst employers in the region to training. We are concerned that some sectors of 
the business community remain unaware of the benefits of Train to Gain. We urge 
the Learning and Skills Council, One North East and local authorities to continue to 
publicise the scheme and to target small businesses to ensure that they are aware of 
the benefits. We urge the Learning and Skills Council to seek ways in which the 
training programme can be delivered more flexibly, taking into account the needs of 
small businesses. We recommend that funding for the Train to Gain scheme is 
continued as long as there is demand for it. (Paragraph 161) 

30. We note with concern that the current economic climate is adversely affecting the 
number of apprenticeships available. We urge the Learning and Skills Council, One 
North East, and business representatives to ensure that it is possible to retain 
individuals in an apprenticeship. (Paragraph 165) 

31. We note the concerns raised by witnesses that the reform of the structure of 
Government agencies dealing with skills is taking place during a period of economic 
uncertainty. We are concerned that, following the reforms, the economic strategy for 
the North East will be drawn up at a regional level with skills planning taking place at 
local level through councils up to age 19, or at national level for adults through the 
Skills Funding Agency. This gap must be bridged and local authorities must work 
effectively with regional partners to ensure coherent planning.  (Paragraph 170) 

32. We recommend that GONE begin discussions with the National School of 
Government to encourage the wider secondment of fast-streamers to gain 
experience of the regions and regional policy. (Paragraph 173) 
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Formal Minutes 

Wednesday 9 December 2009 

Members present: 

Ms Dari Taylor, in the Chair 

Mr David Anderson 
Mr Denis Murphy 
 

 Phil Wilson 

Draft Report (Innovation and Industry in the North East of England), proposed by the Chairman, brought up 
and read. 

Ordered, That the Chairman’s draft Report be read a second time, paragraph by paragraph. 

Paragraphs 1 to 173 read and agreed to. 

Summary agreed to. 

Resolved, That the Report be the First Report of the Committee to the House. 

Ordered, That the Chairman make the Report to the House. 

Ordered, That embargoed copies of the Report be made available, in accordance with the provisions of 
Standing Order No. 134. 

Written evidence was ordered to be reported to the House for printing with the Report. 

 

[Adjourned to a date and time to be fixed by the Chairman 
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Oral evidence

Taken before the North East Regional Committee

on Friday 5 June 2009

Members present:

Ms Dari Taylor (Chairman)

Mr David Anderson Mr Denis Murphy
Mrs Sharon Hodgson Phil Wilson

Witnesses: Sarah Green, Director, CBI North East, Simon Hanson, Policy Manager, Federation of Small
Businesses North East, Tony Sarginson, External AVairs Advisor, Engineering Employers Federation and
Andrew Sugden, Director of Membership and Policy, North East Chamber of Commerce, gave evidence.

Q1 Chairman: May I warmly welcome you all? I
think you know the team. I am going to press you,
as we are miserably short of time. We have an hour
and a half with you and it is not long enough. We
might have to do another session with you at some
stage, as this is one of the most critical parts of our
investigation. As you know, we are looking at
industry and innovation. Critical to us is the
question of how the Regional Development Agency
(RDA) is working. Is there value added and is it
sustainable? What is the RDA doing to ensure that
innovation throughout the region is being captured,
delivered and organised? That is where we are. I
think that you know that we have serious concerns
about the way in which our gross value added has
been dipping. I think you also know that there is a
gap in terms of gross value added (GVA) between us
and the rest of the UK. We are equally concerned
that there is gap in terms of productive activity
between us and the rest of the UK. So we have some
real concerns, and although I am sure that you will
weave them into your answers, we are keen in this
session to hear how you see Government
organisations—the Government OYce for the
North East and the Regional Development
Agency—supporting the working life, the
innovative life and the growth of our economy. I
want to start by asking you one thing. Incidentally,
Andrew, if you give us a full response, and the rest of
you totally agree, I would be pleased if people did
not restate what has been said, because we have a lot
of questions and the time span is tight. I want to start
by asking each of you to give us a two-minuter on the
unique economic challenges faced by the North
East, compared with other UK regions. In
particular, what is the importance of manufacturing
to the North East from the Engineering Employers
Federation’s perspective? Will manufacturing ever
not be important? I would also like to ask you all
what the key manufacturing industries are. So, the
questions are these: what are the unique challenges,
what is the importance of manufacturing, will
manufacturing be sustained and what are the key
manufacturing industries in the region?
Andrew Sugden: For the record, I am Andrew
Sugden, Director of Membership and Policy at the
North East Chamber of Commerce. We are based in
the North East, our membership is in the North East

and we are managed in the region. We are very
passionate about the North East. We see ourselves as
champions of business in the region. There is
tremendous manufacturing depth right across the
North East, and some of that is historical. We will no
doubt get the chance to speak about some of the
businesses that are a little more challenged today
than they have been until very recently, but there are
some real strengths. Certainly, when we look to some
of the newer industries, there are particular strengths
around the energy sector—whether that is energy
fabrication or energy production, in the shape of
some of the new opportunities that we have in
renewables and even in clean coal technology and
other areas that have not been focused on yet. There
are some real challenges facing the region. We have
a very uneven economy and an economy that is quite
diVerent from that in many other parts of England in
particular. We have a substantial reliance on public
sector employment, and that will obviously be more
of a concern as public sector finances become
increasingly stretched. That is something that we are
particularly concerned about. As a region, we have
other challenges around our infrastructure—not just
transport infrastructure, which I have spoken to
most of you about in various guises, but the wider
infrastructure to support businesses, such as
broadband and other innovative technologies that
North East businesses that need to be competitive.
We will probably get chance to talk about some of
those issues in more detail later.
Chairman: We certainly will. That is great. That was
a good two minutes.
Simon Hanson: For the record, I am Simon Hanson,
the Policy Manager for the Federation of Small
Businesses in the North East. We have
approximately 4,500 members across all sectors in
the North East, and we span the area covered by the
Government OYce and the Regional Development
Agency. To echo what Andrew said, one of the big
challenges is how we overcome the reliance on the
public sector. We do not want to look at that
necessarily in a negative way, but to ask how we can
build on it in the future and encourage more
enterprise and get the trend in small business up. One
of our key focuses at the moment is ensuring that
irrespective of the problems that we are suVering—
for example with redundancies and
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unemployment—we encourage people who have
thought about starting up a business to do so and
ensure that the funding is out there so that we can get
up to speed. From a small business perspective, the
big challenges for our members are access to finance,
access to credit and the costs of credit as well.
Alongside that, the challenges are the impact of late
payments and the like on our members. It can take
up to 90 to 120 days for payments to be made. So
they are the real challenges—the cash flow—but
again, we are trying to turn that around and work
with people like the local authorities to improve
small business rate relief, and so on. On the
manufacturing side, I think it is the renewable and
green technologies that we can lead on—not just
within the UK, but worldwide as well. A lot of
innovation happens in small businesses first, which
is then taken on by the bigger companies and made
industry-wide. From this year’s Budget, it is simply a
question that needs to be answered. There was a big
emphasis on infrastructure and green investment,
but there was not a lot of substance behind it. It is
those key questions that need to be answered—those
telephone number figures that were printed—and
how much is available. But that does not seem to
have fed down to the Regional Development
Agencies so that we can access that and take it
forward.
Chairman: So it is a serious criticism of Government.
Simon Hanson: Yes.
Tony Sarginson: I am Tony Sarginson from the
Engineering Employers Federation. We provide
professional services to about 600 subscribing
members in this region, mainly from the
manufacturing and engineering sectors.
Manufacturing has not gone away from the North
East: it has not died. It always has been, and will
continue to be, a big part of our economy. Some 19%
of our GVA comes from manufacturing; it employs
over 140,000 people in the industry in our region. It
has a very vibrant future. In terms of unique
challenges, which is what you were asking, I will try
to pin it down to the North East. We have a shortage
of big companies with research and development
facilities, and so on. There are some good
exceptions, such as the Nissans of this world, but
generally speaking, the manufacturing sector is
made up of a certain kind of small business with 300
or 400 people, and that brings its own challenges.
The image of engineering and manufacturing is
poor. It is poor with young people; it is poor with
parents and grandparents. As a region, believe it or
not, we really struggle to attract and retain higher-
skilled engineers. So the image of the region is linked
to the shortage of big companies, because that is a
draw for higher-skilled people. They are some of the
unique challenges. In terms of going forward,
manufacturing, until fairly recently with the demise
of the financial sector, enjoyed a very good space. We
were the new kids on the block, almost. We were
bright-eyed, bushy-tailed people riding high. Having
said that, round about October through to January,
the wheels came oV for us as well. It was a great
shame, because people were starting to think about
expansion, and about apprenticeships for the first

time. Young people were starting to think about
engineering and manufacturing as a good career, a
good place to be, and that was temporarily dented.
Encouraging things, as in New Industry, New Jobs—
the paper that Lord Mandelson produced—is a
doctrine we ought to be following.
Chairman: That was brilliant. I think you pleased
every single one of us with the statement that
manufacturing is still there and will still be there.
From my perspective on the Tees, it is a critical
statement.
Sarah Green: I am Sarah Green, from the CBI. I
have the diYcult position of going last, while
agreeing with everything that everybody has said so
far. I will try to diVerentiate what I was going to say.
One of things the region has failed to do in public
sector employment—let us admit that the size of the
public sector is what it is—is drive the level of public
service reform that we have seen in other parts of the
country, and, equally, look at how we can spin out
and commercialise some of the opportunities around
the size of our public sector. So, for example, there
are opportunities for the region to lead in health care
because of its excellent health care facilities. Going
forward, the aging agenda will be an area of pre-
eminence for us. Talent retention and attraction will
be critical. Given the region’s location and the
diYcult period that we are going through, businesses
fear that talent will have to move elsewhere when
they recruit after we come out of this recession.
There is evidence that it will be diYcult to recruit
people who have no experience of the North East—
people who do not have a nexus or historical
connection to the region. That is why universities are
so important. The supply chain is the other real
concern in the current economic period. As a region,
there is probably more interdependence between our
industries because of the nature of our heavy
manufacturing. Should we lose critical parts of the
supply chain, we will be in a very diYcult situation
in keeping those industries alive, and we will feel the
domino eVect of losing more businesses and jobs.
When we talk about industrial activism and
industrial route maps, there is a greater opportunity
for this region to take that forward, but it has to be
done quickly because this is a critical period and we
do not have time to waste. The automotive and
process industries are critically important to this
region. They have long supply chains in this region
and we have to understand both of those supply
chains and the implications of what is happening.

Q2 Chairman: That is great, thank you very much.
Could you follow up with your beliefs about the role
of One North East? How and in what way has One
North East been an eVective partner or supporter to
the development or the downturns that you have
witnessed? In the region, what would not have
happened if One North East had not been there?
Would there have been gaps in support? If it is
appropriate, what criticisms do you have of One
North East?
Sarah Green: If we look at Building Britain’s
Future—New Industry, New Jobs, One North East’s
strategic economic change team has positioned this



Processed: 11-12-2009 20:52:09 Page Layout: COENEW [O] PPSysB Job: 434566 Unit: PAG1

North East Regional Committee: Evidence Ev 3

5 June 2009 Sarah Green, Simon Hanson, Tony Sarginson and Andrew Sugden

region well—work has been going on for nine years
in the centres for excellence and these have
developed and put us in a position to maximise those
opportunities. The Sainsbury review of science and
innovation said that RDAs must work closely with
science and industry councils, the Technology
Strategy Board and so on. In this region, the Science
and Industry Council and One North East have
worked closely together and engaged businesses—
we have a real opportunity in that area.

Q3 Chairman: That is valuable. You have not
mentioned any criticisms—and you may not want
to—but are there any? Are the Government asking
them to do too much?
Sarah Green: Yes. They have had scope creep and
they have far too many things to do. I know that
others want to pick up on this, but I think that there
are areas where business would want further focus,
particularly in transport.
Tony Sarginson: In the immediate term, in terms of
specific help, the RDA’s taskforces have been good.
I was involved with the Nissan and Corus
taskforces—I gather that there was also one for
Northern Rock, but that passed us by, as it is outside
our specific interest—which were good to work with,
and we tried to provide what help we could in
bringing the key players together. I think that that
was a very good thing. The Real help for businesses
now campaign—the idea of bringing together all the
help that was available in an easy, readable
manner—was also good and my members used that
quite extensively. As for criticism—and I am not sure
if it is specifically a criticism of the RDA or the
system—in our region, 40% of my member
companies are foreign-owned and the availability of
help is often confusing to those companies: they are
eligible for some things but not other things. The
whole system becomes complex and diYcult to
access—a lot of people give up and do not bother.
There needs to be greater clarity in the funding that
is available.
Chairman: That is valuable, because in much of the
material that we have been given, there is a clear
statement that we have to communicate, and that
the communication must be much more eVective and
directed so that people pick it up. People are working
hard at keeping their industries going; they do not
want to work hard and try to work out what the devil
is on the table.

Q4 Mr Anderson: May I pick up on a point that Tony
made? Will he get us details of where people have
given up so that we can be more specific about how
we address this, and will he tell us the reasons why
they gave up?1

Tony Sarginson: Sure.
Chairman: Again, this is not to be overly critical, it
is to get the constructive processes in place where
they are not already.
Simon Hanson: Our members would say that if the
RDA were not there, that there would have to be
something very like it. As Sarah implied, a sense of

1 Ev

mission creep has resulted from the fact that One
North East is asked to do everything; a lot of our
members would like to see a clearer focus on
economic development and would like to strip back
some of those functions. Again, there is wide
recognition that One North East is taking the lead
on certain European funds—like Jeremy’s—and was
the first to announce that it wanted to help out. That
has been widely recognised by our members in the
North East and widely derided by members in other
regions whose RDAs are not doing more to help out.
As Tony said about the Real help for businesses now
campaign, it is about putting that clarity of
communication into one pot because, frankly, our
members do not care where the support comes from.
They do not want to see the wiring behind the
scenes—they just want to see how they can access the
funding. They want it to be really easy, so that there
is somebody at the end of the phone or so that e-
mails are answered quickly. They do not want to be
frustrated by having to wait and wait for funding to
come through.

Q5 Chairman: Simon, if the grant capability is
limited, is that a problem?
Simon Hanson: It is not the capability but the
communication. If you consider innovation, for
example, there is a raft of funds available for
research and development, and innovation. That is
not well communicated, as with the grant for
research and development from One North East; no
one has come to us as the FSB and said, “Do your
businesses know that this is available? Here are the
criteria to help out.” That is not necessarily a
criticism of One North East—it is just an area where
both the FSB and the Agency need to work harder
to get that message out to all members, so that they
are aware of all the support that is available and not
just that which has been introduced in response to
the credit crunch and the dreaded “R” word. With
One North East, there has been that more strategic
focus on key areas where the region can lead the way
both nationally and internationally. That has been
widely welcomed. The one criticism that people have
of national Government is that when the funding
streams are tight, the RDAs are targeted first. That
limits the role that the RDA can have. Again, that is
a criticism, but not of the RDA.
Chairman: Absolutely. We take that on board.
Andrew Sugden: I echo the points that most other
people have made. We are lucky in the North East;
we have a RDA that has a strong business backing,
which is not shared across the country—it is worth
reiterating that. I speak to other chambers of
commerce in other parts of the country and they
would quite happily see their RDA no longer exist.
That is not the feedback I get from my members in
this region. Certainly the RDA has been far-sighted.
Sarah mentioned the centres of excellence—the
whole agenda around them and, increasingly, the
innovation connectors route which has followed on
from them is innovative. That is exactly what the
region needs, and it is great to see the RDA leading
on that.
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Q6 Chairman: If they were not here, would it
happen? Would the universities work together?
Would universities and industry work together?
Andrew Sugden: The RDA has been the catalyst for
that to happen on a regional scale. There is one
renewable energy centre in the North East.
However, that would be likely to fracture if we
relied on collaborations on a one-to-one basis
between universities and industry. That gives a
critical mass and a scale of investment that we
would not get were we not to have the RDA. The
RDA has also provided a challenge to businesses
to step up and be counted in those areas. Jeremy’s
is one example, but being on the forefront of the
registry with the European Investment Bank is a
real innovation—it is a first mover advantage for
the North East, and something that the RDA was
able to do on a regional scale. In the more medium
term, the move towards the single Business Link
with brokerage on skills and business support is
way ahead of the business support simplification
programme that is being rolled out nationally. It is
great to see this region leading on that. There has
been mission creep. The RDA has additional
responsibilities today that it did not have when the
Regional Development Agencies Act 1998 came
into force. Slightly more fundamentally, those
responsibilities have been added with a degree of
budget, so that when budget raids happen, the
responsibilities do not shrink. When we saw the £1
billion housing funding across the UK, it was the
RDA in this region that took a substantial hit.
None of its responsibilities were reduced. I think
that that was a mistake—not of the RDA, but of
wider Government policy. You asked about
criticisms. One significant area in which our RDA
has not been at the forefront is transport. The
leadership of the RDA in Yorkshire has been much
more on the front foot with the transport
investment requirements in Yorkshire and the
Humber. No doubt you drive north to south
regularly and see the transport investment that has
gone into Yorkshire. That is partly because the
RDA has decided in the past 10 years to lead
beyond its authority. We have not seen that in
this region.

Q7 Phil Wilson: On the transport aspect, how
important are the regional airports in this regard,
especially with the links to London for businesses
and so on? Do you think that the RDA should play
a more proactive role in ensuring that the
Government do something about that?
Andrew Sugden: The RDA can play two roles in
that. First, it can lobby behind the scenes. I guess
that that is part of what we do not see, so we are
not able to comment on it here. It can lobby about
some of the challenges that the regional airports
face. Regional airports are essential for a vibrant
and growing economy. We would like to see the
RDA on the front foot with that. It is important
that it lobbies behind the scenes with Government,
but publicly it should be seen to be four-square.

Q8 Phil Wilson: What concerns are raised by
companies that want to do inward investment in
the region? What do they say to you about the
transport links: the roads, railways and airports?
Andrew Sugden: The most significant one is from
people wishing to move freight. The issue is with
roads and our railhead infrastructure. We have
made some great moves with our railhead
infrastructure. Our investment in the ports has been
phenomenal. That is largely private sector
investment, which has been great. Public
investment in roads has not caught up at the same
speed, which is unfortunate.
Sarah Green: I re-emphasise what Andrew is
saying. This must be seen in the context of this
being an exporting region and a remote region.
Road and rail investment are therefore critical. The
airports are critical, because we want the region to
be a global player in the future.

Q9 Mr Murphy: How would you prioritise
investment for the roads? Do you see the A1, the
A69 or the A66 as the priority?
Sarah Green: Our members do not feel that the A1
beyond the western bypass is necessarily the key
priority. Getting through the western bypass is a
priority, but they then look at the A69. The east to
west connections are important, as is getting into
Scotland. You have to look at it in the round. It is
diYcult to prioritise one set of roads. If we look at
the planning long term, we have to break it down.
To say that we will do only one aspect at a time is
diYcult. A key issue is the complexity of who has
power over our roads. Some parts are part of
strategic networks and some are local. The amount
of money that we are given in regional funding
allocations makes it feel like we are messing around
on the outsides. That is frustrating because people
are told they have authority, but only in a very
small area where they can make no diVerence. If
the region is to be able to decide its transport
priorities, we must be given the full pot and the
flexibility to look at the whole piece. We could then
come up with sensible ideas about where the
priorities are and where the flows will go. At the
moment, that is diYcult because of the diVerent
structures.
Chairman: We are going to move on. Phil is going
to ask some questions on the region’s economic
strategy.

Q10 Phil Wilson: Which sectors in the region have
been hit hardest in the past year with the global
downturn? Is it other sectors or is it in
manufacturing, and if it is in manufacturing, which
particular parts of the industry?
Tony Sarginson: All sectors of manufacturing have
been hit to a certain extent. By far and away the
biggest hit was taken in the automotive and
construction industries and anything that supplies
the construction industry; from earth moving
equipment through to guttering and that sort of
thing. Those are the sectors that have been hit
hardest. Less badly hit were some of the higher-
value engineering companies, which include those
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that were supplying to satellite, medical and the
defence sectors. Those held up quite well, so you
could not just say manufacturing has been hit,
because it has been diVerent across the sector. Of
course, now, we have seen a downturn in some of
the process industries and in the demand for steel.
That is how I would crudely categorise the sectors.
Sarah Green: We have to add the professional service
sector to that, particularly within the centre of
Newcastle. It has been decimated from the
perspective of the impact of things such as the
construction and the manufacturing industry. If you
talk to architects, a number of law firms and
surveyors, they are having a very tough time. One of
the fears there is that those people have higher-level
skills—they have been taken direct from
university—and if we lose them from the region, it
might be diYcult to bring those people back. There
is also the fear that the hit will be a double whammy,
in that as the public-sector purse starts to contract,
those professional service organisations will take
another kick. This is a considerable concern.

Q11 Phil Wilson: In the automotive industry—you
may not know the answer to this, but I have heard
that scrappage schemes, which are being started in
other EU countries, are having a positive eVect on
places like Nissan. They are actually helping our
own industries.
Tony Sarginson: What had an impact on Nissan was
the scrappage scheme that occurred in Germany—it
was not actually what we were doing, although I am
sure what we have now done will eventually filter
through. However, the fact that Nissan was able to
retain and actually put on another line was a direct
result in this region of that scrappage policy. Of
course, as Andrew said earlier, what is really
important in this region is the supply chain. Nissan
will get through this; it is a brilliant company with
great products and a great future, but the supply
chain that backs it up is critical. It could be at least
twice the size—in terms of jobs—as what is at
Nissan. You lose a key supplier like that and what
happens? That area is of greatest concern to me and
my members.

Q12 Phil Wilson: I would like to make one other
point on the help that the RDA and the Government
have been giving to businesses through Real help for
businesses now, which has been co-ordinated by the
RDA. Do you think that it is being proactive
enough? Do you think the Government or the RDA
has been on the front foot in this, or are we just
reacting all the time?
Sarah Green: Our members would say the
Government made a series of announcements before
the practicalities of the schemes were in place. That
was hugely frustrating, because people were reading
about it in the newspapers, then going to talk to their
banks and the Business Links of this world. When
they actually got there, the schemes were not up and
running and there was no detail behind them. Our
message would be to embed what is there, make sure

it is working and measure its impact. We should
move on a scheme of announcement on
announcement, or initiative on initiative.
Andrew Sugden: There is a good example of that,
which is the Enterprise Finance Guarantee scheme.
This is a good scheme with some good aims, but it
was announced before the banks were able to cope
with what was, in some cases, misinterpreted as a
grant scheme, rather than a security support scheme.
Chairman: Which it is, of course.

Q13 Phil Wilson: One last point on strategy going
forward: do you think there is a strategy for ensuring
short-term industry requirements are met, without
jeopardising the longer-term development of the
region?
Andrew Sugden: That is a good question.
Tony Sarginson: I thought of one example of
something that the RDA has been good at that has
helped in the short term: a project called North East
Productivity Alliance (NEPA)—[Interruption.] I
would separate those things and not confuse them
because they are for distinct, diVerent reasons.
NEPA, which spun out of the automotive industry,
is a kind of a short-term fix to improve productivity
and organisation and stuV like that—it is a good
short-term intervention. Latterly, it has been
expanded to include a lot more products and services
in its portfolio. In terms of the short-term
intervention to get companies performing better,
that was quite a good initiative, and it did not
jeopardise the longer term. In fact, now, it is actually
being expanded, and it has been more integrated into
businesses’ usual practices, because it is broader
thing.
Andrew Sugden: There is a wider example, which is
Business Link. The amount of investment that has
gone into the Business Link service and the wider
business support brokerage has been quite extensive.
The tempo that Business and Enterprise North East
is expected to operate at to deliver that has also
increased. NEPA is very specific in terms of a
manufacturing context, but Business Link is being
put under considerable pressure, and rightly so, by
One North East, to help a larger number of
businesses in the region access that breadth of
support, whether skills or consultancy support in
other areas.
Sarah Green: Another example is the access to
finance in some of the bodies that have been put
together, because they are quite unique to our
region, and they are meeting a short-term need.

Q14 Chairman: And this time? Is the communication
made at the time when the finance is available; are
the banks very much aware; and are the RDAs
ensuring that the whole thing works as a whole
support to industry?
Sarah Green: I was thinking of the specific funds—
the Proof of Concept funds etc.—that have been
brought in for the specific requirements of, maybe,
small, fast-growing businesses. Some of the
innovation funds that have been pulled together
have had real advantage in areas where it would have
been diYcult to have access to that sort of finance.
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Chairman: That is an interesting point to end on for
the moment, because Sharon is going to come in. She
is actually going to look at some of this, because we
have some very serious concerns about achieving
investment for new product that requires start-up
money of between £1 million and £14 million, and
we know the banks are very resistant.

Q15 Mrs Hodgson: You have already touched on the
Enterprise Finance Guarantee Scheme (EFGS), and
I would like to tease a bit more out of you about that,
especially with regard to how successful it has been
across small businesses and all businesses across the
region. As you know, it applies to businesses with a
turnover up to £25 million, which I imagine takes in
the majority of the businesses in the region apart
from the big ones. How successful has it been? Also,
in answering—our time is limited, but I could have
a whole session on this—will you talk about
innovation funds? You touched on those, Sarah; but
in the last session, we received evidence from the
chemical industry about the gap, which Dari
mentioned, from £1 million to £14 million. People
want to take something from the idea and innovate
in the region. Often we are very good at the
beginning of the ideas and at the delivery at the end,
but we seem to have a problem joining the two
together. We think it could be down to the funding.
Will you talk first about the Enterprise Finance
Guarantee Scheme and then everyone can come in to
talk about innovation?
Andrew Sugden: Shall I follow on about enterprise
finance guarantee schemes? We have had
conversations at NECC with people involved in the
whole spectrum of the EFGS—banks and
professional advisers, as well as applicants for the
fund. One thing that has been misinterpreted right
from the beginning is that the loans are commercial
loans from the banks’ point of view, and they are
assessed the same way as any other bank commercial
lending decision. That important piece of
information did not get across as early as it should
have to businesses who might have been looking to
lend. Importantly, when it was first announced, it
was announced with a good fanfare and the
information was simply not there. The professional
adviser community—some of whom even now are
not fully briefed in what the EFGS is eligible for—
and the banking community were not fully briefed
on the product and its availability for business.

Q16 Mrs Hodgson: Whose fault was that?
Andrew Sugden: It was the Government’s fault.
There was an enthusiasm to get a response to an
increasingly panicked business community about
the growing recession, and it was made with the best
of intentions. However, operationally the banking
community—and importantly, organisations such
as mine—did not have the information at their
fingertips to really understand what was on oVer.

Q17 Mrs Hodgson: How could the Government
have helped? What could the Government have
done diVerently in that regard, bearing in mind that

they wanted to do something quickly? Government
moves very slowly, as we all know, but what could
have been done diVerently in your opinion?
Andrew Sugden: Three very simple things: the banks
could have been pre-briefed, pre-trained and had
things, such as the application forms, available
before it was announced; organisations, such as the
four represented here, could have been provided
with headline information on what we needed to tell
our members about the EFGS; and the adviser
community could have pre-prepared applicants for
those sorts of lending options. If those three things
had happened—there was probably only a two-week
lead time to enable that to happen—that could have
helped. More broadly, with “Real help for businesses
now” and some of the investment coming through
that, we have seen that happen. The Business Link
advisers and others have been fully briefed on some
of the newer innovations, so I think it has been a
lesson learned.

Q18 Mrs Hodgson: Are we there now?
Andrew Sugden: We are not seeing many EFGS
applicants.
Mrs Hodgson: Really?
Andrew Sugden: No.
Mrs Hodgson: Interesting.
Simon Hanson: Again, we lobbied for a £1 billion
survival fund for small businesses and businesses in
the round in the Pre-Budget Report. What
subsequently came out from the Government looked
very similar to what we were lobbying for. However,
as Andrew said, I think there have been some
problems with the delivery of EFGS. Again, it has
been a miscommunication. When the banks have
come out and said, “We’ve still got this money to
lend,” some our members have gone to them and
said, “We’ve seen the adverts in the paper, can we
access that?” The banks have replied, “No, it isn’t
viable for you. You aren’t the ones that we are
looking to lend to.” Now, I would not say that that
has been all banks by any means, but certain ones
have come back—

Q19 Mrs Hodgson: Even though they have fulfilled
the criteria?
Simon Hanson: Even on the criteria. There have been
concerns from our members that, where they are a
business person first, they have been asked to put the
matrimonial home down as security, which they are
just not willing to do. For example, one of our
members only wanted £5,000—only—and was told
to put his £500,000 house down as collateral to
support that, to which he said that he could not go
back to his wife and say, “Guess what I’ve done this
morning?” so to speak, as most husbands would
probably appreciate.

Q20 Chairman: Simon, are the banks being risk-
averse?
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Simon Hanson: Yes.

Q21 Chairman: Are they seriously undermining
what could happen, because we have moved from
the banks being cavalier to now seeing them put all
sorts of stringent qualifications, which, frankly, are
often totally unrealistic?
Simon Hanson: Let us be honest: the banks are in a
diYcult position. They are getting two messages
from Government. First, they are being told to build
up their capital, but they are also being pressured to
lend out to businesses as well. So they are in a
diYcult position, and I do not think that our
members would deny that. It is about getting that
message across that they do want to lend to viable
businesses. We would never say that we want to see
a return to that cavalier approach, where you go in
with an idea and then return with a pot of money, but
it is the viable businesses that want to survive and
have got a future that we want to see the money
going to. There is a fear that there is a blanket
approach, rather than actually trying to find the
viable businesses to support.

Q22 Chairman: We accept that banks could lack
confidence and are now walking very carefully, but
the absolute fact is that public money has been put
in, in considerable order, and it is disappointing to
hear the Government get it in the neck because they
are not communicating eVectively, when actually it
could take two to tango here. The banks are just
about as bad.
Simon Hanson: We are not hearing as many bad
news stories now about the banks as we were at the
start of the crisis, but that is not to say that there are
not any. The stories that we were hearing, to be
perfectly honest, were absolute horror stories, where
the fees were 25% and things like that for existing
finance. A lot of our members were put oV going to
the banks because, as they walk in and say that you
may need some money, that is when the alarm bells
start ringing within the banks, or at least that is the
perception of our members. No one wants to more
or less admit that they have failed to some extent.
The message is for the banks to let us know. We want
to know the pressures that banks are under, so that
we can tell our members and feed out that
information. We do not want to get into the scenario
when we are operating against two conflicting
messages. If the banks have problems, we want to
know, so that we can tell the members, so that they
are prepared for when they ask for help.

Q23 Chairman: We need to hear from you if that
situation is persisting. We are talking about industry
and innovation, and you cannot innovate when the
capital support is not there or might be there. It is not
appropriate. Sarah is desperate to come in. Simon
has not finished, and David is also desperate to come
in. There is a three-way shift. Simon, are you ready?
Simon Hanson: I am happy to take further
questions.

Q24 Mr Anderson: You made the point that things
do not seem as bad now as they were. Is that because
your members could have given up trying? Six to
nine months ago, ridiculous criteria were placed on
us. All of a sudden, people are not knocking at our
door. I wonder whether they have just given up and
gone home, or is it actually better than it was?
Simon Hanson: I do not think that the conditions
have particularly improved. There are signs of
optimism. A lot of our members have said that, over
the past six months, things have been made less
worse. Perhaps a lot of our members are giving up
because they are hearing such horror stories. Even
Business Link is saying that we can change the
funding around in a certain period, and three
months after that, they can still be waiting to find
the finance.
Sarah Green: Our latest access-to-finance survey
shows that existing and new credit is continuing to
deteriorate further. However, the rate decline
becomes less. It is not getting any better in absolute
terms. There are a number of issues, such as the
direct finance costs, the indirect finance costs, the
costs of getting the loan, the arrangement fees and
the terms of the loan. Specific issues, such as trade
credit and insurance are adding to finance pressures,
but the reality is that we just operate in a very
diVerent world. There is a short-term transition that
will be very diYcult. We need to be looking at
diVerent models if we want to finance business,
particularly medium-sized business, in the longer
term. We have put forward a new form of ICFC
model. There is a real role for everyone to look at the
swap between whether debt is the way forward or
whether we should be looking at a more equity-
based model. There is a communication and a
consultation role in that respect, because if we are to
move our business models significantly and our
culture around investment, that will take a broad
awareness. It is not something very familiar to
businesses, particularly in the North East if we
consider equity investment in business, as we have
relatively low private equity investment and so on. It
will therefore be a big cultural shift for the North
East.

Q25 Chairman: Do we have your paper on the new
models?
Sarah Green: I will make sure you get it.
Andrew Sugden: To pick up on David’s question, one
of the factors that we have seen, certainly from the
point of view of our members and what has been
discussed in a number of our seminars on the
banking environment in 2009, is the diVerent
banking environment. It has had to be a learning
process on which some businesses have embarked,
assuming that lending policies and various other
approaches to their banking relationships would be
the same now as they were before the tightening of
credit, particularly in October last year. Things like
the emphasis on managers to provide detailed cash-
flow forecasts and detailed management accounts to
meet all of their requirements of their lending were
perhaps not turned a blind eye to, but were not
enforced as rigidly by the banks previously. They are
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now non-negotiable from the banking point of view.
That has been a big learning curve for a lot of
businesses. It does not mean that those issues have
completely gone away, but some of the discipline and
initial kick-back from businesses, which were finding
a diVerent relationship with their bankers, is
probably now where it should have been before.
Tony Sarginson: Andrew has more or less said what
the position is. My in-tray is still full of banking
inquiries, problems and issues, but their nature has
changed. They are having to do business
diVerently—probably the way that they should have
been doing business. The rules have changed. Some
of my member companies have taken time and
found it diYcult to make those changes. I think that
we are through that now. We will just see if we can
get to a more stable state.

Q26 Mrs Hodgson: I have a couple of questions, the
first of which is probably just for Tony to answer.
You made a submission where you stated that the
recession had highlighted structural imbalances in
the UK economy and particularly how that aVects
the North East, such as our preponderance to public
sector employees and the collapse of Northern
Rock. I wondered whether you could expand on
that.
Tony Sarginson: Sarah picked up some of that in her
statement about reliance on the public sector. In a
way, that goes back to where I started. The
manufacturing in this region had almost been
dismissed. It was the other industries—the public
and finance sectors—that were being supported.
One North East was looking quite closely at things
such as health sciences and other areas.
Manufacturing, which was the heart of our
traditional region, was being overlooked. That is
what we meant by the imbalances. In going forward,
we are now looking for an industrial strategy that
supports manufacturing in every way. If you invest,
you will get returns. If you invest in research and
development and skills, there will be a return. We
need a tax regime that will support that investment
in the long term. It is about holding your nerve,
because this is the long term. You cannot just switch
it on and oV—it takes time. That is what is at the
heart of that comment. It is about sticking to an
industrial strategy, which has perhaps been
neglected. We stick with it, through thick and thin.
We are going to come out of this, but are we going
to have the skilled people? Are we going to have the
investments that we need? Have we replaced those
machines that should have been replaced? That is at
the heart of that.

Q27 Mrs Hodgson: This question probably requires
a quick answer from all the panellists. What do you
see as the role of the Government OYce for the
North East, and how does it support the business
community? What role has it played during the
current economic climate, and what would you like
to have seen it do?
Chairman: Perhaps you can also add a bit about the
Regional Minister.

Andrew Sugden: I think that it was the North East
Chamber of Commerce that was boldest in our
submission in this regard. There is some confusion
among businesses in the region as to what the
Government OYce’s role is, whether it is an oYce of
Government in the region, or whether it is an
opportunity for regional issues and concerns to be
accurately and eVectively relayed to Whitehall in a
way that changes policy. We have seen examples, and
the most obvious one, which we decided to submit,
is around the regional spatial strategy. Quite frankly,
the Government OYce was not relaying back to
Whitehall what the vast majority of business people,
constrained by the planning environment in the
North East, have seen. Thankfully, that was
changed, but in that instance, the Government
OYce for the North East let us down. There is some
confusion, but there are some good examples.
Certainly, people who are focused on the business
environment at the moment have been very much on
the front foot in the current crisis. We have seen, in
the Regional Minister, somebody who is very clearly
an advocate for the region and is very passionate
about it. He has done more for representing some of
the challenges faced by this region in Whitehall than
what we have seen from the Government OYce.
Simon Hanson: If I am honest, I think that many of
our members would not even be aware that there is
a Government OYce for the North East, never mind
what its functions are and what it does. They would
see this nice, big building over in Newcastle, but
would not have a clue as to who was actually housed
in there. That said, I think that the regional economy
team in GONE has been very proactive in coming to
us. We believe in all organisations trying to foster
their own meetings with the Regional Minister, to
see what the problems are across specific sectors, so
that the Regional Minister could take them back
down to the Government. Again, there is a diYculty
from my perspective that we are not quite sure what
the Government OYce is there to do. It is under a bit
of challenge as well, because it is seen to go native in
the region when it speaks up for the region, but then
it is also seen as being native to Whitehall when it
does not do what the region wants it to do. We just
need to get round as to what the Government OYce
should be doing on behalf of businesses.

Q28 Mrs Hodgson: Could it have played a better role
during the current crisis?
Simon Hanson: Against whom? The RDA is there
for the business sector and the Government oYce is
a representative of Government across a range of
Departments in the regions. We would have
preferred to see stronger collaboration between all of
the public sector regional agencies, including the
Learning and Skills Council and Business and
Enterprise North East, to come up with a co-
ordinated response not only for small businesses, but
also for businesses in and around the North East.
Again, I think there are some diYculties. Returning
to an earlier point, some of our members are not
quite sure about things such as Train to Gain; some
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changes were announced, but nobody really knew
what those changes were, which is again related to
clarity of communication.
Tony Sarginson: I am a bit biased, Dari. I declare
that, for four years, I was a non-executive director of
the Government OYce, so I have got my fingerprints
all over it. It has changed considerably, but from
what the guys here say, that change has probably not
been communicated as well as it ought to have been.
I am a fan of the Government OYce, because I think
that I know the kind of role that it plays. There are
two specific things that I think it has done well. For
me, the Regional Minister has been refreshing and
great; we got a lot of value out of the sectoral
meetings and so on and the Minster, through his
energy and when he has gone away, has definitely
solved some issues and knocked heads together.
Another specific area that has been very helpful is
that the Government oYce regularly brings people
such as Andrew, Sarah, Simon and me, and others,
together in an economic forum. In that forum, my
colleagues and I do our engineering surveys, which
look at what the members are doing. We therefore do
very accurate, regional-base intelligence gathering,
but we bring all that together and regularly talk
about each other’s surveys and also talk to the Bank
of England. All the key players with all the
indicators are there. I think that that helps the
agency, the Government and others make better
informed decisions, because we have a lot of
relevant, accurate and up-to-date information and
intelligence on what is going on in the region. The
Government oYce pulls all that together.
Sarah Green: I think that our members would be in
the Andrew and Simon space, in that I do not think
that they would necessarily relate to a Government
oYcer as somebody they should have a direct
relationship with per se. I am not sure whether that
is necessarily a bad thing; it is just the way it is. The
question begs the bigger question about the
confusion around the infrastructure and the very
complex infrastructure of policy making within the
region. Businesses as a whole find that whole piece
very confusing, which is probably partially why they
come to people like us, because they cannot navigate
around it. I reiterate the points about it being very
important to the region, particularly during this
period, to have a very strong voice through the
Regional Minister; we really appreciate that. We also
appreciate the fact that, unlike other regions that
have had big, broad meetings, the Minister has
specifically looked in detail at some business sectoral
issues, which I think is important, because it is often
the detail that matters with these things, and you do
not get that in larger, broader, cross-sector meetings.
It has been great that we have had that detailed
sector focus.
Chairman: That is really positive. Denis is taking us
on to look very clearly at what is, I hope, one of the
most startling examples of brilliant manufacturing
activity, namely that in the energy sphere. He
knows—we all know—that I am so proud of
everything that is done on Teesside, and I know that
Denis will talk about coal in equally warm and
romantic terms.

Mr Murphy: And historical terms.
Chairman: Indeed.

Q29 Mr Murphy: Dari has set the scene in that this
is potentially the most exciting opportunity that the
region has ever had to embark on what could be the
single biggest change that has taken place globally in
the past 50 years. Apart from the renewable
technologies that we have in the region, we now have
an opportunity that does not come along very often
to develop carbon capture and storage on a scale
that has never been done before. Progressive Energy
has been working with Alcan for some time on
developing a carbon grid for the region that would
stretch from Teesside to Northumberland. It would
give all the industries in the area, which are huge
energy users, the ability to capture the carbon and
store it in a North sea aquifer. CCS has never been
done on that scale in the world. Whether Greenpeace
likes it or not, we will continue to burn coal for
perhaps the next 30 or 40 years, but it is right to say
we cannot keep burning it in the way that we have.
My question to you is, will the private sector alone
be able to develop such a carbon grid? If your answer
is yes, how quickly do you think that could be
achieved and will the finance be available in the
region? That is a nice easy question to start.
Andrew Sugden: You are right about the
opportunities for coal. We are also incredibly lucky
in that we are still sitting on an enormous coal asset
in this region; it is just being extracted diVerently
from the way we were used to. The private sector can
go so far in clean coal technology, but so much is
experimental and this is being done on a scale that
has never been tried before. There has to be a balance
of risk. Climate change is a national and
international issue, and there is a role for the public
sector—certainly for making public sector R and D
investment to help those private organisations look
for the best possible way to achieve solutions. Can
the finance be found in this region? I have to say no.
We are a small region with amazing demands on our
industrial infrastructure, so I don’t think the finance
is available here. If a wider lobbying role has to be
played by public organisations and the likes of the
RDA, it will involve finding those investment routes
outside the North East.
Tony Sarginson: Like you, Denis, we are enthused
and excited about carbon capture. Like Andrew, I do
not know, but I would not have thought that we
would be able to finance it from within. I cannot see
that happening. Let me tell you what is happening,
because we are in the foothills. My organisation is
working very closely with the local authorities,
which will have a big part to play here and we need
them on board. We are now working up plans with
them on how it can be done, how can we scale it up
and how we can create the evidence base of what can
be done. That work is going on. What worries me is
that we are in competition with other parts of the
UK. Yorkshire, for some reason, seems to think that
it can do this, when, in fact, we have the natural
assets. Therefore, we have to move fast and quickly
because others might get in before us. I have not
really answered your question, but the enthusiasm
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and the excitement is shared by others and it is about
trying to work that out. The whole energy thing in
the North East is a great opportunity—massive. We
are lobbying for nuclear power, because we need a
balance, but coal will be burnt for a long time. We
have some fantastic manufacturing companies in
this region that are supporting coal burning and will
do so for as long as I am alive. It is interesting that
you have majored on the subject of energy, as it is
such a great opportunity for the region.

Q30 Chairman: Take us a stage further, Tony. I think
that this is a question that all of us will have an input
in, but you must have an input because you are our
Engineering Employers Federation representative.
How and in what way has the RDA played a role in
either carbon capture or renewables?
Tony Sarginson: I don’t know much about what it
has done on carbon capture—it isn’t hitting my
radar, so I don’t know. Others are doing it though.
The Association of North East Councils seems to be
taking the lead for some reason, but it is working
with companies such as Alcan. On the new and
renewables side, as you know, the New and
Renewable Energy Centre has been set up in Blyth.
That is fantastic—absolutely brilliant. It is doing
what you would expect an RDA to do, which is to
fund—seed-fund, if you like—something that is
going to attract the big companies, because you need
test facilities and blade test facilities. You need a
supply chain to supply those big companies and, of
course, we need to make it attractive for
companies—Clipper Windpower is a good example
of that; it has got the money. Equally, so have the
users of energy—the other ones that are going to call
the shots. Around that, the New and Renewable
Energy Centre, working with organisations such as
mine and colleagues’, needs to build up things like
the supply chain, because these things are going to be
built here and, hopefully, exported to the UK and
elsewhere from here. Therefore, we keep on—
personally, I am never away from NaREC, and I am
trying to get it closer to my members. NaREC will
want things made here that are not currently made
here: castings, gear boxes, switch gears. We have not
got the capability—we had it, but have lost it, and we
need to bring it back.

Q31 Chairman: How about moving on, before you
finish, to renewables—biofuels, bioethanol, that
whole tranche of renewables? For me, those have a
seriously viable future. They are world leaders. Do
you know if the RDA is working with the companies
involved in that?
Tony Sarginson: What seems to be happening now
through an initiative that Sarah shared with us seems
to be coming through the Science and Industry
Council. That is where the new thrust of bringing
together is coming from. These are competing
technologies, such as wind—not competing, but
which one is the way back? The emerging thing
seems to be coming through the Science and
Industry Council—Sarah might want to add to that.
That is where it seems to be—the Science and
Industry Council, part of the RDA, is picking up this

issue and trying to make sense of and map what is
there. What we should be doing is arranging where
we are likely to be successful. Where will companies
come in to support whatever it is that we are trying
to create?

Q32 Chairman: In my head, I think that groups such
as NEPEC are doing that in the most profound way.
I worry that what we are doing is duplicating. Is
that so?
Tony Sarginson: No, I don’t think we’re duplicating.
They have their own unique places.
Sarah Green: To develop that point, there is a
concern and there are some great things happening.
My concern is whether the approach of the Science
and Industry Council—to go only for those things in
which we can be global leaders and to align public
resources around that, and ensuring that the private
sector is so aligned—is the right approach. I am not
sure that that message is being held in all areas. I
have not heard mention of carbon capture and
storage as one of those key priorities, yet I hear from
the Association of North East Councils, the local
authorities, yourself and Alcan that that is
something that is being looked at. As a region we
need to be very clear about what our priorities are,
how much investment is going in and how we can
align business, because each one of these industries
has the opportunity to transform our region, but
each one of these industries will take huge amounts
of investment, of skill and of resource. The time
frame in which we have to operate, if we are going to
be the pioneers and take that competitive advantage,
is very small. The danger is that we back too many,
spread ourselves too thin and win on none. The
region now faces some very diYcult decisions, which
we all need to take part in. Whether we are winners
or losers, at the end of it we just have to pick
ourselves up and say, “Yes, we will back those that
the majority feels have the best bet, based on the
research we have.” Some of those technologies are
further forward in some of those areas. There is also
a trade-oV. The North East cannot be the best in
everything, necessarily, but is in reality based on the
resources, the skills, and so on that we have. There
are other regions. There will be trade-oVs where we
have to say—I am using this as an example—“Okay,
Yorkshire, you have that, and we will concentrate on
this.” However, we are going to be the best in the
world on this, or one of the best, one of a small
number—one in four is what the Science and
Industry Council is using. It is very clear that we
create the platforms where we can make those
priorities and those decisions.

Q33 Mr Murphy: On carbon capture and storage,
you say that it is mentioned, but it is actually much
more important than that now. The Government
have decreed that no more coal-fired power stations
will be built without carbon capture and storage
fitted—not available, not ready, but fitted. We shall
face a desperate power shortage in 10 to 15 years’
time if we do not start building these now. RWE
npower has proposed a site at North Blyth, at
Cambois, in Northumberland—a £2 billion project.
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That would consume 6 million tons of coal a year,
but it cannot go ahead without carbon capture and
storage being available. My point is that the private
and public sectors need to get working very quickly
on this one, because the potential is massive—so
much so that the Prime Minister has agreed to visit
Alcan, as has Ed Miliband. It is an exciting
programme that has massive potential for the
region.
Sarah Green: Denis, don’t get me wrong—I’m not
against that, I’m very much in favour of carbon
capture and storage and the opportunities that it
might bring. However, we need to be very clear, as a
region, about what our priorities are. There is some
divergence, as you talk to diVerent parties, about
exactly what they are. If the private sector is to
invest, and if you are to be part of any of these supply
chains and you are a smaller business, you need
certainty, but I am not sure that we have it. I am not
the expert to say what the right technologies are. The
point is about the priorities.
Chairman: Denis, I think that we have hit all the
questions on renewables, which was really valuable.
However, we would like to move on now. You can
hear the enthusiasm for carbon capture and
renewables—
Tony Sarginson: We share it.
Chairman: Absolutely. We think that we can be
global beasts. We are global leaders—we just need to
get our act together. Sarah is right to say that
priorities are crucial. Dave will take us on to the
other significant issue: skills and talents. We need
those too.

Q34 Mr Anderson: I would like to make one point
about the last debate. It doesn’t need to be a choice
between us, Yorkshire and Scotland—it could be all
three. We don’t want too many eggs in one basket.
We have a specific kind of basket up here that is
probably better than many—Denis mentioned the
aquifer. What is the current skills need in this region
and have we got enough skills to maintain the
growth that we all want? If not, what do we do
about it?
Sarah Green: It is clear that, as we move into new
industries, we shall have to reskill and ensure that
people have diVerent skills. That is one reason why
we need some clear messages about what our
region’s priorities are. We need to be talking to
young people in schools to ensure that those
industries are attractive to them. We need to ensure
that we bring through young people with the
appropriate skills. It is clear across the board that,
whichever industry you go for—this is equally the
case with the current industrial mix—we need more
STEM skills. We need to look very clearly at that in
our schools. This week there were announcements
on the number of children taking combined rather
than single sciences. Those sorts of issues are critical
to our region. They sound quite simple, but we need
to solve such issues, because they are having a
dramatic impact.
Tony Sarginson: I would like to make two fairly
diVerent points. In the world of apprentices,
engineers in manufacturing companies need more

apprenticeships. Again, David, we were getting
there. Nine months ago, the mood music had
changed. For the first time, in some companies,
people were starting to think about apprenticeships,
but with the downturn that has stopped. In fact,
there is a grave danger that many apprentices will
find themselves in limbo, which is a great shame. We
need to look after them. However, I am fairly
confident that when we get through this period,
apprenticeships will come back again. Even now, in
the downturn, there is still a chronic shortage of
higher engineering skills in this region. Design
engineers, project managers and any leadership-type
engineering people are in real short supply in this
region. One initiative on which I am working with
the development agency is its “Passionate People,
Passionate Places” campaign. The next round of
images and so on will be directed to young people
who have carved out successful engineering careers
in this region. They will feature. That is all part of the
need to attract and retain the talent. Our universities
turn out great engineers, but they leave because they
do not think that there are the opportunities.
Sarah Green: And they also leave because they leave
engineering. They go to finance and so on, so there
is a role as well around the image of all these new
industries, which presents us with an opportunity to
redesign what young people see as attractive and to
make sure that happens.
Simon Hanson: From our perspective, obviously
there is that focus on the need for the higher level
skills, but there are also the problems with basic
skills. A lot of our members say that the school
leavers that they take on do not have the basic
numeracy and literacy skills, which can seem a bit of
a whinge from small businesses. But if they happen
to then retrain after 11 years of formal education,
and it is about getting those basic building blocks for
a lot of our members in place, as well as looking at
the new industries that we can create, the big concern
that a lot of our members have if they want to reskill
their employees or take on skilled employees is
where do they go for the information? I know I seem
to have banged on a bit about the need for clarity
and information, but certainly at the current time,
with the demise of the Learning and Skills Council
changing into the Skills Funding Agency and local
authorities getting control over some funding
streams, there is massive confusion now. I think an
Innovation, Universities, Science and Skills
Committee report said that there were only a few
academics and Whitehall civil servants who actually
understood what the system looks like now. If you
try to get that down to some of our members with
five members of staV, or even two members, or sole
traders, they have not got the time to trawl through
a whole load of skills websites to try to find some
funding. I think that there needs to be a bit more
clarity as to where to go for the funding and what
you can get, but almost to step back from that and,
rather than just focus on funding all the time with all
these areas, actually sit down with a lot of businesses
and find out where they want to go as a business. The
funding should come in last. It should almost be,
“Where do you think you can go as a business? What
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more can we do on mentoring?” and things like that.
Then we can have a look to find the relevant funding
after that, rather than always chasing the funding
first and then thinking about the rest afterwards. On
the formal education, I think a lot of our members
would prefer to see informal, non-accredited short
courses that could be done that are not at the behest
of the timetables of the colleges, so that they can be
a bit more flexible and responsive.

Q35 Chairman: Are the people you represent not
enthused by Train to Gain? I don’t expect you to be,
Tony, because this is a diVerent ball game.
Tony Sarginson: NVQ level 3, yes.
Chairman: Exactly. We could even do that through
Train to Gain, but it is invariably level 2. Absolutely.
Simon Hanson: I have tried, but a lot of our members
feel that Train to Gain is focused more on the bigger
companies. Maybe that is because the sterling
examples that you see are Nissan and Gateshead
College using Train to Gain money. In a survey that
we did recently, a lot of our members said that they
hadn’t even heard of Train to Gain and wouldn’t
know where to ask.
Chairman: That is really disappointing. I was at
Tetley Tea the other day, and Train to Gain had
worked magnificently there with a lot of people from
the shop floor upwards, so I am disappointed to hear
that. We will take back that statement about
communication.
Simon Hanson: On the positive side, Train to Gain
funding in the North East has been recognised as
being at the forefront, and the LSC has done it well
in the wide sense. There will always be problems for
some of our members, but it has been recognised as
the UK leader, if you like.
Andrew Sugden: There are three issues in play here
that we need to be concerned about. One is about
investment in existing employees and how they are
trained. It is not about new skills for new jobs, but
about people who are already in employment. Train
to Gain is one angle, but even with 19-plus
apprenticeships, we are seeing caps on that funding,
and that is at exactly the same time in a recession that
businesses are scaling down their training and
investment plans. I think it is entirely appropriate to
put the challenge back to industry as to where the
successful future is going to come from if you are
reining in investment now. We as organisations have
chosen to take that leadership position with our own
members at times to challenge them—you cannot
constantly be looking for ready produced employees
to come out of the sausage factory. There is a real
responsibility on your organisation to do that. That
is not happening, and it is going to happen even less
over the next two to three years when we are going
to be seeing training and investment plans really
constrained. We need to have a major concern about
that, and it is certainly not helped with the LSC
funding regime. A second issue is about new entrants
to employment. We are expecting 30,000 fewer
undergraduate places in universities, which is a
major concern. Again, it is down to the public sector
funding envelope, but that is at a time when there are
not the job opportunities for 18 to 24 year olds. We

are seeing unemployment really taking a spike
within that demographic. One option for some
people is to move into higher education. At the same
time, Department for Innovation, Universities and
Skills funding for undergraduates is being
constrained, which is a major issue. With that comes
the funding that is available for apprentices, or
potential apprentices, who are perhaps leaving
school at 16 or 18. The funding model for
apprentices is not all but 90-plus per cent. employer-
led. Again, in the employment environment that we
are working in, in the recession that we are in the
midst of—it is going to take some time to feel the full
eVects—it is almost a no-no for increasing
headcount, however worthy that investment should
be for businesses. That is a second concern for us.
The third one is what we think was absolutely the
wrong time to start reshuZing the pack with the
structures. The decision has been taken and it is well
on the way now. We have known for 18 months that
there were going to be some pretty straitened
economic times and I think we all thought for the
first 12 of those 18 months that we might be able to
escape without too much damage, but here we are in
the midst of the deepest recession for God knows
how many years and our principal engine for
funding investment and skills is being restructured—
carved into pieces—and there is no clarity of
thought. That is a big mistake and a major
Government policy decision that really should not
have been made.

Q36 Chairman: We will end on that very serious
note. We are getting to the end of the session. We
have some serious questions about infrastructure.
Both Denis and Phil will take on these questions.
There are loads more, as you can well imagine. We
would have liked a rather more in-depth discussion
with you about apprenticeships and the way in
which our economic lives are being shaped.
Unfortunately, time is beating us. Unless you have a
last throw of the dice, I shall say that this has been
an excellent session for us.
Simon Hanson: I have one general point. A lot of our
members are reporting, with regard to the
circumstances in which we are living, that there is a
massive focus nationally on the expenses scandal.
Our members are saying that this has taken people’s
eye oV the ball. A recession is still going on out there.
Mr Anderson: A lot of us are saying exactly the
same thing.
Simon Hanson: I appreciate that. Again, this is not
meant to be a criticism in any way, but there seems
to be a focus on personalities, Cabinet reshuZes and
the like when realistically businesses are still going to
be there, pre and post whoever is in, out and shaking
it all about. I just think we need to see a better focus
now on the economy, rather than the expenses
scandal and the like.
Hon Members: Hear, hear.
Chairman: We totally agree with you. It has taken
the bloodline out. Sadly, there are people in our
midst—not today—who have abused the system and
abused it badly. They have to be brought to book.
That is the absolute, but you are absolutely right.
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The critical concern for me as a Teessider is Corus.
The second line for that is all other industry. It is
critically important, yet I spent hours with the press
justifying my expenses and there was nothing wrong
with my expenses. We all have. So we do take your
point to heart and we would say we totally concur
with the sentiment. Thank you very much. This has
been very valuable. If you think we have slid over
areas and you still have things to say, we would
appreciate hearing from you.

Witnesses: Julie Elliott, GMB Regional Political OYcer, Gill Hale, Regional Secretary, Unison, Davey Hall,
UNITE Regional Secretary and Kevin Rowan, TUC Regional Secretary, gave evidence.

Q37 Chairman: We have a very short time with some
close colleagues and we are feeling itchy and
embarrassed about it, so may I say to Kevin, Davey,
Julie and Gill that I do not anticipate that we are
necessarily going to get to the end of where we need
to be today. We will re-establish the session and
speak with each other again, because this is a very
short period. With a bit of licence, we will push it to
about 2.40 pm, but that is it, because it should be
from 2.00 pm until 2.30 pm. I say it as an apology—
I am really sorry that we have so short a time
together. You know that our modus operandi is to say
how industry and innovation are an absolute factor
in the northern region. We want to believe that that
is there: we have a tremendous manufacturing
background, and we know that in renewables, in the
automotive and other areas, we still have a very keen
operational manufacturing base and we are looking
at how innovation is part of that. We are very keen
to ask you—it is the area that is central to our
remit—how the RDA is playing an eVective role?
Are they there, are they valuable, are they delivering,
are they focused? Critically, as you know, they spend
£240 million-plus and there are other agencies in the
region spending very large sums of money. We are
keen to hear from you about where we are doing it
right and where we might do it better.
Gill Hale: I need to declare an interest, in that I am
an RDA member.
Chairman: We know you are on big bucks from
them, Gill. We have taken that into account.
Gill Hale: That is great, thank you.
Chairman: This afternoon, David Anderson is going
to start the questioning. We will rattle through quite
a few questions, we will get to where we get to and
then we will ask if we can re-establish this session.

Q38 Mr Anderson: Good afternoon, nice to see you
all in diVerent circumstances from normal. What do
you see as the biggest economic challenges facing us
in the North East, compared with other regions?
Kevin Rowan: There are long-term challenges and
immediate challenges. The region has faced 50 years
of structural change and is still in the process of
trying to respond to those long-term structural
challenges. We have gone from a world-leading
region in manufacturing and primary industries to a
much more diverse economy, but probably still not
as diverse as we would like. Those long-term

Tony Sarginson: We have given our written evidence.
Chairman: Indeed. That evidence was very valuable.
I have not slept for three nights reading it. Could you
give us a synopsis in future? Remember, we are only
politicians.
Tony Sarginson: Keep up the good work with Corus.
It is important.
Chairman: Absolutely. Tony, we are in there.
Tony Sarginson: It is really important.
Chairman: Absolutely right. Thank you very much.

challenges of restructuring our industrial economic
base are still important in the region and we need to
keep our minds on those long-term economic
industrial trends and changes. The immediate
challenges we face, not within the economic
recession, but within broader economic conditions
that are exacerbated by the recession, are things such
as low productivity, low participation rates and a
relatively ageing work force. One of the key
challenges we face is that our brightest and best,
youngest people tend to find opportunities outside
the region more than they find opportunities within
the region. Finding a hook to keep them here—an
economic platform that is diverse and interesting
enough to keep them here and that they are aware
of—is a fundamental challenge. We obviously have
the highest rates of economic inactivity compared
with other regions, which is a long-term problem
which we had started to see some progress on before
the recession bit, but it is still a huge challenge in the
region. Allied to that, there are pockets of severe
deprivation, with the long-term impact that that has
on health, opportunity and aspiration. Those are
fundamental challenges for us. There are diVerent
challenges with the skills prospectus. We still have
significant skills-for-life challenges. We do okay on
intermediate skill levels, but people are leaving
school without the skills that we would want them to
have. On higher-level skills, too, we face some quite
fundamental challenges. It is also important that I
highlight transport as a major economic challenge
for us. Across the region, local authorities, the
business community and ourselves would all say that
we have some fundamental, significant transport
challenges in the region and in terms of connecting
to markets and connecting internationally. That is a
very short answer, but that is my assessment of the
key challenges.
Chairman: That is very valuable. Davey, do you
want to pick it up from there?
Davey Hall: No, I am waiting for another question.
Chairman: All right. Julie?
Julie Elliott: No.
Chairman: That’s okay. Gill?
Gill Hale: I’m fine.
Chairman: Hey, we’ll invite them again.

Q39 Mr Anderson: May I follow up one specific
point about skills? When we talked earlier to
colleagues from the private sector, they clearly



Processed: 11-12-2009 20:52:09 Page Layout: COENEW [E] PPSysB Job: 434566 Unit: PAG1

Ev 14 North East Regional Committee: Evidence

5 June 2009 Julie Elliott, Gill Hale, Davey Hall and Kevin Rowan

recognised that when their members face tough
times, one of the first things to go to the wall is
training and skills. What do you think is happening?
What should we do more? What support are you
getting from bodies such as the RDA? Could the
public sector play a bigger role in closing the skills
gap?
Kevin Rowan: It is not a simple answer. In the region,
businesses and individuals are investing more in
skills than they ever have, and the same is true of
public sector investment in skills. That is very
welcome, and the commitment of employers and
individuals in the public sector is hugely important,
but employers are still identifying skills shortages as
a constraint on growth, which is a challenge for us.
Some individuals still do not have the skill sets that
they need to progress using the opportunities that
are here now or those that we will see in the future.
There are particular challenges in terms of diVerent
skill levels. So the region still faces a huge challenge
in terms of basic skills, although we have made a lot
of progress in the past 10 years. We still face a huge
challenge—it is probably a bigger challenge—in
getting people up to level 4 and level 5 qualifications
and higher-level skills. So participation in those
areas is quite important. On public investment, it is
interesting that the Train to Gain route to skills
through the employer has been an important
catalyst in getting on board employers who were not
previously on board in skills development. It is a
shame that it often took a recession and downtime
for workers for some employers to think about
investing in skills. There are still issues around skills
demand where public sector investment can lever in
an increase. We would also make a broader point
about the demand-led model in skills. If you rely on
employers alone to articulate their skills needs, and
then facilitate training on the back of that, there is a
chance that you will miss future economic
opportunities. So we would be inclined to support a
demand-led skills infrastructure, but it should
involve demand from diVerent sources, and future
opportunities—future economic potential—should
be one of the factors influencing demand, not just
what employers say they need now and in the short
term.

Q40 Chairman: That is valuable. I would just like to
ask Davey in particular a question. The economic
situation is pretty harsh. Has that aVected the
number of businesses that are training and that see
apprenticeships as a bit of luxury, as opposed to an
absolute necessity?
Davey Hall: When I cast my mind back to when I
was an apprentice as a lad, some of the big
establishments used to have an intake of about 100
apprentices. We are well aware that shipbuilding and
heavy engineering are going through a real
downturn in the region, although training is still
prominent in engineering. A limited number of
employers are prepared to continue with training.
Every now and again, we end up with a situation
where they get into some diYculty, and the first
knock at the door is, “How am I going to get my
hands on some more money that somebody can give

us to continue with the training of apprentices?” We
end up, as well, with situations where, inevitably, if
there is a receivership or a closure of a company, then
a request is made to the training organisations, the
trade unions and, on some occasions, the
Engineering Employers Federation, to see whether
we can actually fix these people up with the
continuation of their apprenticeships. The last thing
that we would want to happen is for an
apprenticeship to start, and then to be blown out two
or three years down the line. We should do
everything that can possibly be done to retain people
in an apprenticeship, to ensure they get something at
the end of it. A qualification is so vitally important,
not just to us as a trade union, but to the whole
region.

Q41 Chairman: This question is an oVshoot of that.
In your day and my day, my first employment was
Joseph Lucas. You were absolutely right—we had a
training school. We were very focussed on the way in
which we delivered. We regulated very clearly how
we delivered—I thought—in a brilliant way. Do you
think we need more regulation now, or is it feasible
that good apprenticeships and flexibility, responding
to specific industrial or commercial requirements,
will be the way forward?
Davey Hall: There is a need to assess the companies
that we are currently dealing with, as companies
come to the North East, if some of them need specific
training on a specific area that necessitates—dare I
say it?—a reduced apprenticeship term, for instance.
In my day as well, there was a five-year
apprenticeship, reduced to a four-year
apprenticeship, and in some instances, it has become
a mature apprenticeship for two years. You
sometimes question whether another two-year
period is suYcient to bring somebody through to
give them the necessary skills and abilities that will
take them into the real world. The downside is that
training specifically for one employer leads to one
employment. A broader view of apprenticeships in a
bigger and wider field gives an individual the
opportunity to plant their skills elsewhere.
Chairman: That is good. Gill, are you okay with
that?
Gill Hale: On the skills issue, we talked earlier on
about the public sector. Obviously, the public sector
is going through some tough times as well, and a lot
of training that happens in the public sector spills
over into the rest of the economy. There is just a
worry that that training element will go as part of the
general cuts and eYciencies that we will face in the
future. The plea is that this is really important
because of the large part of the work force—the one
in three—who work there, in terms of the wider
economy.
Chairman: I think that we take that on board. It is a
very valuable point. We are going to move on very
swiftly.

Q42 Phil Wilson: Lord Mandelson’s statement on
industrial activism came out a few months ago. Do
you accept it? Is it a good idea? What exactly does it
mean for trade unions in the North East?
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Kevin Rowan: The TUC very much welcomed it; it is
almost cut-and-paste TUC policy
recommendations. This is not a new argument for
us. We have suggested that the Government could
and should have been much more interventionist in
its industrial policy since 1997 and before. The
question for us is how it is applied; moving forward,
we see significant opportunities in key sectors that
are sustainable and likely to oVer good numbers of
high-quality jobs in this region. We are anxious to
make sure that all other colleagues, including central
Government, play their full role in making sure that
the region maximises the opportunity. That is the
kind of language that we use when we talk about
industrial activism. It is about making sure that
government at all levels intervenes in a coherent and
meaningful way to develop sustainable economic
and industrial bases around the regions. That needs
to be done, we might add from a regional
perspective, in a regionally sensitive way. It is about
managing a national policy through a coherent local,
regional and national intervention approach.

Q43 Chairman: To what extent is the RDA going to
take the central role here in persuading everybody to
fall in behind those very valuable words?
Kevin Rowan: We very much welcome the key role
that the RDA has had in co-ordinating all of those
diVerent dynamic actors. There are important roles
at diVerent levels. It is important that local
authorities get their planning regimes lined up to
support industrial activism. We do not know that
that has always been the case. It is also important
that the RDA does not just look inwards to the
region, but that it also looks at central Government
and says, “Hang on. There are some things that you
can do to make sure we are maximising
opportunities at local and regional level.” The RDA
is a crucial point in the process in that it can co-
ordinate those local actors in an eVective way. It is a
diYcult job. We have not seen the best evidence of all
the local authorities in the region working
collectively or even sub-regionally. Although we
have seen progress in that area, we want to accelerate
it. Equally, the RDA can be one of the voices, as this
Committee can, into central Government to make
sure that they are acting in a way that supports
regional developments.

Q44 Chairman: Gill, is that going to be the RDA’s
mission?
Gill Hale: I should hope so. It is not for me to say, as
a board member, what the mission is, but there is a
real commitment on the RDA to that strategic co-
ordinating role.
Kevin Rowan: There are particular examples where
we would want to exercise that role. When you look
at the opportunities that are coming in terms of the
oVshore wind developments, you will see that the
potential for the region is significant. We have got a
mixture of support at diVerent levels. I certainly
think the RDA has got its act together by developing
NaREC, as it did a few years ago. It was absolutely
crucial for, and far-sighted of, the agency to support
that, underpinned by the science, industry and

innovation strategy in the region. We need to make
sure that the opportunities that are aVorded
nationally in terms of the development around
Crown estates and the oVshore wind farm licensing
process, support not just developing wind farms but
economic activity, employment and manufacturing,
as it has in other countries.
Gill Hale: I was going to make a point about
prioritisation and how, in diYcult circumstances, the
RDA has had to prioritise.
Julie Elliott: One thing the RDA has done is that has
always been looking ahead for opportunities,
knowing that our industrial base and everything is
changing—you can see the diVerence between this
time and last time, when the RDA was not there. As
Kevin said, the development at Blyth of the research
and testing facility was very foresighted, knowing
what was coming in down the line, when some of our
traditional jobs and other jobs would be going away.
It is about having that foresight, and the agency has
acted in a very strategic way and has helped
enormously. As Kevin said, there is another problem
around planning, where I do not think we have got
our act together properly and have made the process
a little bit more diYcult.

Q45 Mr Murphy: What more can the Government
do to support this move from research and
development into manufacture, particularly with
turbines?
Julie Elliott: The capacity for developing the
industry in this area is enormous, because although
we have skills shortages, we also have a skills base.
Many of our skilled people would come back and
work on these things—they are in employment, but
not in the North East, and they would far rather be
here. The Government can help in supporting, as I
said, more streamlined planning and by stepping in
on things like that both regionally and nationally.
When jobs are procured and licensed, the
Government can specifically state in the licensing
agreement that they want the supply of the
component parts to be used to build the turbines and
whatever else to come from the area. They can also
state a requirement for the training of a number of
apprentices. So it is in those areas that the
Government can get involved and help, and that can
make the diVerence to the estimates of jobs being
created. At the lowest level, the estimate is about
2,000 to 2,500, and at the highest level, if all these
things are done, we could be up to 15,000 or 16,000
jobs. So it can make a dramatic impact on the
economy of this region.

Q46 Mr Murphy: Do you see any of that happening
now, on the ground?
Julie Elliott: I think that it can happen if the will is
there. Particularly, with the start of the process on
the Tyne, we have a fantastic opportunity to take
advantage of this, of having a green energy supply
capacity on the river, because the work force,
existing skills base and industrial base are already
there. Rather than new companies coming in, the
ones already there can adapt what they do to create
these things, which are not massively diVerent to the
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things that have been done in the past. Also, there is
the proximity to the market; the sea wind farms need
to be taken oVshore, and next to the river is exactly
how they do that. There is a history of adaptability.
We have done rigs and all that kind of thing in the
past; people know how to do it here. Transporting
these types of thing by road is complex and
logistically not possible here. So it is a fantastic
opportunity, but we have to take advantage of it. If
we miss that opportunity, somebody else will take
advantage of it, not necessarily in this country—
more possibly abroad.
Davey Hall: It has correctly been pointed out that
there is an available skills base here in the North
East. At the current time, if you go across the Barras
to Scotland, you will get people saying, “Hello,
Davey,” or “Hello, Tommy.” These are workers who
I have linked up with for many years. They are not
working just around this country, but in diVerent
parts of the world. Giving them the opportunity to
come back on a good rate of pay and with good
terms and conditions of employment would really
set the scene. One element to remember is that we
also have the facilities readily available to provide
for manufacturing. That also means a lot of work,
such as add-on factors that have to be built into it in
engineering, shipping and tonnage capabilities.
There are opportunities for thousands of
additional jobs.

Q47 Mr Murphy: Why are we not building them now
then, if that is the case?
Davey Hall: Somebody needs to give some direction
and a little bit of assistance. I think that sums it up.
I was just having a discussion, prior to entering here,
about how we heard two weeks ago that the only
wind turbine manufacturer in the Isle of Wight has
wrapped up. It could not make it. It is in
receivership. But there is a need for them. Everybody
is saying that we need to go green, but we are closing
the green places and not opening something up as an
alternative. We believe that there is a great
opportunity here for the people in the north east to
take advantage of it.

Q48 Chairman: We were hearing that we can do the
analysis very well, but that we are not good at
limiting our range of options by defining the priority.
Are you saying that we need to get from the
Government and through the RDA clear priorities
that we follow, so that we can deliver those products?
Davey Hall: The priority that we would be looking
for would be to make sure that there is an
enhancement to the North East that is going to
provide benefits to the people here: finances, income
and decent jobs. If that is what it means to prioritise
to make sure that we are in the frame, that is what we
have to do.
Julie Elliott: It is a long-term thing. This is looking
ahead. It is not something that is going to come in
and be here for five minutes. It is looking to the long-
term stability of the industrial base.
Chairman: I’m not sure whether you answered my
question.

Davey Hall: I probably didn’t.

Q49 Chairman: The question is: is it wind farms? Is
it bioethanol? Is it biofuels? Where should the
Government be focusing so that we have a long-term
delivery but a short-term commitment?
Davey Hall: I’m not sitting on that side of the table,
Dari, so I can’t make a determination of what the
MPs or the Government actually do. If there are
opportunities for us to have the bios, the wind farms,
shipbuilding, engineering and manufacturing here,
let’s leave it open. I’m not going to say that we can
go from one specific, defined manufacturing base—
or any kind of industrial base—as it is now so wide
in comparison with what it used to be. The finance
sector, for instance, is probably one of the biggest
sectors that we have in the northern region, so it
cannot be defined down to one specific factor.
Kevin Rowan: If your question is about how we
prioritise and what the role of the development
agency is, that is an important point. One of the
things that the agency can and has done well is
analyse the strengths of the region, understand with
a bit of far sight about where future economic and
sustainable industrial growth will be and try to eVect
investment in that area. It is not only about
Government investment; it is about private sector
investment. One of the encouraging things about the
wind power opportunities is that we are seeing all the
main private sector players in this area sniYng
around north Tyneside and looking at this as a real
opportunity. If it can, the role for the agency is to try,
with the national Government, to take out some of
the risk for those major multinational corporate
investors who want to get a main foothold on that.
It should try to ensure that the opportunity is
maximised through its influence on procurement
policy when issuing a licence to the wind farms and
by developing the supply chains as eVectively as
possible, as that is where the bulk of the jobs are.
Chairman: That is valuable.
Gill Hale: I know that we have talked about
transferable skills, but this is also about aligning
skills development to fit in with that need, so that we
are at the cutting edge and the supply of skilled
people is there. If we get a gap, there is a problem.
Chairman: David, you have asked about skills, so I
think we can move on. Sharon is going to look at
some of the financial constraints that are a
questionable fact in the northern region.

Q50 Mrs Hodgson: With the panel from which we
took evidence earlier, we went into a lot of detail
about enterprise, the finance initiative scheme—or
whatever it is called—and the constraints on
business from the banking sector in the current
economic downturn. You received evidence from the
TUC regarding the financial constraints on the
development of the renewables sector. Perhaps you
could say what more the Government should be
doing to ensure that those constraints no longer
exist. Perhaps you want to touch on what you have
picked up from your members about financial
constraints on business.
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Kevin Rowan: There are probably two or three broad
points to make, although this is not our main area of
expertise. The first point is that the region has
traditionally and consistently attracted much less
private sector investment than anywhere else in the
country, whether that is through big investment
projects, venture capital or other aspects of capital.
That has been a significant challenge for us. We
suggest that the RDA has done quite well in
responding to that situation by creatively trying to
lever in private sector investment through public
sector support. Various models of access to finance
that have been initiated by the RDA have improved
the rate of access to finance in the region at diVerent
levels of business. I do not have a handle on the
information, but I think that there has been relative
success in terms of increasing business access to
finance. That is something for which we should
congratulate the RDA. However, notwithstanding
those interventions, as a region, we still do not
attract as much capital investment as we can, nor as
much as the region should relatively speaking.
The second point is about R and D investment,
because the region’s share of that resource is
absolutely woeful, and has been so consistently.
Perhaps that is something that needs a good deal
more response from regional and central
Government, particularly when you look at the scale
of our public sector employment that we have in the
region; public sector R and D investment is outside
of the region. There seems to be a bit of a mismatch
in terms of R and D investment to our industrial
base. Specifically, I think, a few years ago, Davey
and the GMB and ourselves were arguing around
MOD research spending. We do pretty well in the
region in terms of MOD contracts, but we do not get
our share of the R and D money, and all the evidence
would suggest that there are long-term industrial
benefits to having that kind of R and D base in the
region. So finance is another element of it. I think
that the other link to industrial progression is
around the role of finance, particularly public sector
finance, in taking some of the risk out of private
sector investment and trying to use that as a way of
encouraging the private sector to invest in major
projects here. If you talk to Clipper, for instance—
one of the potential investors in oVshore wind—one
of the things that they say would make their
investment more likely is if there is a direct link in
terms of public procurement, which arguably is a
finance element to the licensing of the wind farms
and the investment that companies make to supply
the windmills for those wind farms. To follow on
from Davey’s point, the factory is closing on the Isle
of Wight, and at the same time, they are going to
announce a licence for the Thames Estuary for 100
windmills that will be imported; it seems the lack of
joined-upness is almost comical, but it is not funny
because people are losing their jobs on the back of it.
Davey Hall: Sticking with the finance side of things,
in January 2009, the Enterprise Finance Guarantee
scheme replaced the now suspended Small Firms
Loan Guarantee scheme. The scheme provides a
guarantee on individual loans of up to £1 million to
viable businesses within the annual turnover of up to

£25 million. In March this year, a survey was
conducted of 250 UK companies—conducted by the
British Chambers of Commerce—and it found that
90% of respondents had no idea that the banks
oVered the scheme. This is important as well. If there
are schemes available, and financial terms, someone
has to be aware that they are available, how they are
available and how they can be accessed.
Gill Hale: And when people were asking the banks,
the banks didn’t know.
Julie Elliott: You asked about members’
experiences, anecdotally. Companies have both
found that the banks that they go to don’t know
about what’s available, and when they hear about it
in the newspapers, they don’t know how they are
supposed to access these things, so I think there has
been a little bit of a breakdown between the
Government announcing things that, if they are
working, will be very helpful, and how that is
working in practice, in disseminating the
information to both businesses and other people.
Mrs Hodgson: That totally backs up what we just
heard from the previous witnesses, from the North
East Chamber of Commerce and the Federation of
Small Businesses. The banks just were not ready at
all. It was almost like it had been pre-announced
before the banks even had got oV the starting blocks.
They did not have the application forms, and
nobody knew anything about it. I think that the
Government, in trying to do the right thing, and
trying to get that money out there, just failed with
regard to joining it all up, and government does
move very slowly, so it has been interesting to hear
what you have got to say, because it totally backs up
what we have heard.

Q51 Chairman: We would be interested—Sharon has
said it, and you have said it quite clearly, but we
would actually also like to hear from your
knowledge of companies—in whether banks are
persisting with this sense of being risk-averse.
Julie Elliott: Absolutely. I think that banks have
been very risk-averse. When dealing with
companies—without naming companies—that have
very good track records and very good finances, the
decisions that they have made in not supporting
projects have been really quite outrageous at times. I
am not talking about small companies with no track
record, but about very large companies employing
lots of people that operate million-pound contracts
regularly and for a long time. They just pull the plug
on the money, and things cannot move forward.
That has caused us massive problems, and a lot of
jobs have gone in those places. Those jobs do not
always appear in statistics due to the nature of
contracts. They often involve agency workers or
contract workers. They are often not direct
employees, so they are missing from the statistics,
but it is a big problem.

Q52 Chairman: You have done brilliantly. You have
gone through our 15 questions and added
considerably to this afternoon’s information. Kevin,
I don’t know who wrote the TUC memorandum, but
it is excellent. Was it a young woman?
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Kevin Rowan: Not that young, to be fair.
Chairman: There we go again. Behind every man
who is getting the big bucks and the high status is a
brilliant woman. Dear me.
Kevin Rowan: I am sure those comments are very
much appreciated.

Q53 Chairman: It was an excellent briefing. I enjoyed
reading it. It has added considerably to my
knowledge and structured it. Is there anything else
that you would like to say to us? This is not a closed-
door meeting or a one-oV. We are doing industry and
innovation. We are enthusiastic about innovation,
manufacturing, the automotive industry, the
chemical process, oVshore wind farms and so on.
Davey Hall: There is one thing that I would like to
raise. It probably stems from what we have seen in
the media in recent months and has to do with
imported labour being brought in to work on certain
contracts. If there is an opportunity for the North
East to be associated with what are classified as pan-
European contracts, which must inevitably be
extended to Europe, there must be real involvement

Witnesses: Craig Iley, Regional Director North East, Alliance and Leicester Commercial Bank,
Simon Lenney, Commercial Director, North East Commercial Bank Team, Barclays, Amanda Shepherd,
Head of Local Business Banking—North East Region, Barclays and Mark Vines, Regional Commercial
Director, North East, HSBC, gave evidence.

Chairman: May I thank the next group of witnesses
for coming here? We are very grateful to you. We
have been given a number of briefing papers, and
they are very valuable. We appreciate that. Our job
is to see how and in what way innovation in industry
is an absolute, or can be made more of an absolute
in the northern region. We have a clear focus; we
want to consider how and in what way the RDA is
working. Is it functioning? Is it spending money
wisely? Is value added? We are considering a
Government agency, but inevitably you are
absolutely critical, to innovation. You will invest or
choose not to invest. Your words to us this afternoon
will probably be a starter for 10, to be straight with
you, in us understanding where you are, and where
you are not in terms of innovation. Time seems to
have gone so quickly this afternoon that I have not
asked which of my colleagues is to start, but I assume
that Dave Anderson might want to start with the
first question, which is about your assessment of the
northern region.

Q54 Mr Anderson: Good afternoon, folks. Would
you say what you think is the state of the North East
economy at the moment?
Simon Lenney: For the record, my name is Simon
Lenney and I am the Commercial Director for
Barclays bank in the North East. I look after the
small and medium-sized enterprises market with a
turnover of £1 million and above, with other
members of my team taking up FTSE 250
businesses. As far as the North East is concerned, the
economy is experiencing very tough and challenging

with the trade unions and discussions with anyone
involved. That is actually happening now at Hatfield
in relation to the power station that is being built.
The last thing that we want to see, in trade union
terms, is a dispute. Total was not a nice scenario. We
are hoping to provide some kind of input, but
inevitably, it boils down to what the contract states.
We believe that the contract should state that where
local labour is available and accessible and has the
necessary skills, local people should be given the
opportunity to work on it. If it is necessary to
incorporate other people where this region or this
country does not have the necessary skills and
labour must be taken abroad, that is an
understandable factor, but doing anything otherwise
will end up in a problem. The last thing that we want
to happen is to receive some kind of contract—I am
really not sure; this is hypothetical and futuristic—
and for it to end in a scenario like that. I just wanted
to say that contracts are important, and the wording
in them is important as well.
Chairman: That is excellent, and it is a valuable point
on which to end. Thank you very much. We are very
appreciative.

conditions. There was a weakness in the opening
quarter of 2009 and we certainly expect to see
production fall by around 9%. this year. We remain
fully committed to the North East, which is a very
important region for the bank. We are there to
support our existing customer base, which is
experiencing some very diYcult issues at this point in
time. One of the main issues at present is that a lot of
the customer base, particularly in manufacturing, is
making some very reluctant cost savings by way of
labour reduction, and is not actually sure if the cut is
deep enough at this point in time. The one word that
I would wrap around everything is “confidence”,
because there really is a lack of confidence in the
marketplace.
Chairman: That is valuable. Again, your words are
not surprising. I think it is going to take us a couple
more years. Slowly but surely, you can see the
confidence getting better.
Simon Lenney: The decline is slowing, which is very
encouraging. The manufacturing sector is certainly
beginning to experience that, and de-stocking is
actually playing a part now. People have de-stocked
and you would hope that production will impact on
orders going forward.

Q55 Mr Murphy: Does the bank suVer from a lack
of confidence in the region?
Simon Lenney: Absolutely not. The banking
sector—I speak on behalf of Barclays, as everybody
else will get an opportunity to speak, too—has every
commitment to this region. The sector has a
customer base that it has supported over the past 10
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to 15 years, and it will continue to support it very
strongly. A good experience, we find, is that our
customers are going through a completely diVerent
experience at the moment from where they were
maybe 12 to 24 months ago. That demands a
diVerent skill set from within their existing labour
force, as well as from the owners of the businesses
themselves.

Q56 Mr Murphy: But is your attitude to some of the
businesses aVecting their confidence?
Simon Lenney: We have given a significant amount
of support to the businesses. I watched your initial
session with CBI and the North East Chamber of
Commerce, and I think it was Tony Sarginson who
said that the businesses are having to change very
quickly and are having a lot of pressure put on them,
both by their work force and externally. I think that
they are now getting the right support from their
banks. We have had to change our credit policy to
match the existing circumstances, and we are asking
a bit more of the customer. We are trying to engage
with the professional community and its advisers to
ensure that they have the ability to deliver that
information to us, and we can get them that decision.

Q57 Mr Murphy: We have a lot of anecdotal
evidence that you are asking much more of the
customer than you did previously. Established
businesses that have a good track record and order
book are coming under financial pressure from your
organisation.
Simon Lenney: We are asking for a lot more
information from our customers, which we probably
should have asked for over the past two or three
years. They should have been in a position to deliver
that information as well. There is a mutual skill set
here where the actual businesses should be
producing regular information, but are not, and I am
working very closely with Business Link, Business
and Enterprise North East, Alastair McColl and
other banking colleagues to put packages together
that explain to the customer what we are now
looking for, particularly around the small and
medium-sized enterprise market.

Q58 Mr Murphy: So you genuinely don’t feel that
the banking sector in general is making the current
economic situation worse in relation to businesses
being able to invest and continue trading?
Simon Lenney: I don’t think we are making it worse.
I genuinely think we are there and being very
supportive.

Q59 Phil Wilson: One issue for the region is
investment in new industries, innovation, science
and new technologies, but, of course, some
investment might not show a return in the short
term. Studies by the Innovation, Universities,
Science and Skills Committee pointed out a problem
in the private sector and banks—not just now in this
global recession, but in general. Small companies
might need to go to the City or to banks for loans, in
the range of £200,000—not very big money—
because they have new ideas, but need the money to

invest. However, according to the Committee, banks
want very quick returns on their investments and are
risk averse when investing for the long-term. How
would you counter that? Is that rubbish?
Simon Lenney: I would counter it on the basis that
investment in innovation has always been a long-
term plan and requires capital, not just debt. The
capital markets are experiencing diYculties at a
much higher level and therefore the level of
investment on major projects has fallen away as well.
The principle is just the same. The longer-term
investment requires equity, and the banks are there
to provide working capital and term debt, but over
a period, so that the business is viable and can repay
the bank. There are stakeholders to go back to as
well.

Q60 Phil Wilson: So you would not say that the
banks are risk averse towards companies with new
ideas in innovation and science? You have to look at
it as a whole. You cannot just give them some money.
Do you not agree with what the Select Committee
have said about risk aversion among private banks?
Simon Lenney: We are working in a diVerent
environment now. We will always look more closely
at a business and its ability to remain viable going
forward. The opportunity to develop new projects
and innovation should be balanced with an element
of bank debt and, as I said earlier, with a greater
element of capital and equity. That is where I believe
that the RDA should be involved. We have already
seen BERR picking this up. We have worked very
closely with it and Lord Mandelson around the
Enterprise Finance Guarantee Scheme. I am sure
that we will come on to that. However, more equity
investment needs to be available in the market, given
banks’ capital restraint. We should bear in mind
what the banks have just been through. Nobody
wants the banks to get in that state again over the
next four or five years. We do not want this situation
repeated.
Chairman: Mark, Craig, Amanda, do you want to
add to that?
Craig Iley: Simon is right. I think that we need to
make a distinction between what a bank is there to
do—provide liquidity and term funding—and where
a business needs capital or equity.

Q61 Chairman: We have seen how renewables are
developing and will continue to develop. This is
certainly the case on the Tees. Invariably, research is
done and a product developed that people think
could get to market, but they cannot get the money
to get the product up and running and to market.
The research is there, but there is that gap in the
middle.
Craig Iley: I think you’re right. The guys at Renew—
John Barton and his team—and Graham Hiller and
others are doing a lot of work on grading between
what is an idea and what eVectively is market-ready
technology. Let us consider getting to the point when
something is proven technology and really you only
have a scaling issue, which you had with the large
autoclave being developed near the Metro Centre. I
think that you will find people willing to fund that.



Processed: 11-12-2009 20:52:09 Page Layout: COENEW [E] PPSysB Job: 434566 Unit: PAG1

Ev 20 North East Regional Committee: Evidence

5 June 2009 Craig Iley, Simon Lenney, Amanda Shepherd and Mark Vines

In fact, I can confirm that we have been willing to be
involved in projects at that stage. In terms of the
other renewables, it again depends on whether the
technology is proven. If you look at proposals such
as the 300 MW biomass power plant on Teesside, I
think biomass technology is proven in terms of
power generation. It is not so easy to make the call
of where the technology currently sits with pyrolysis
and gasification.

Q62 Chairman: How could Government help?
Invariably we can see that the research side is
brilliant. We understand that we or industry have
put money in and that the R and D works very well
but the product delivery is still lagging. Invariably it
goes to America—80% of anything we get near to
product design and delivery goes to America. The
Americans do it and then we buy it back from them.
It is crazy nonsense.
Craig Iley: If we are talking about equity, which is
eVectively what you are talking about, one
interesting thing that may come out of the current
financial crisis is that you will see—you are seeing—
new forms of financing emerge. When I was at
BERR in November last year I was asked whether
there was a requirement for some kind of small
equity fund. I would say yes there is. We did actually
have that in 3i but of course 3i’s history has moved
on since then. Perhaps it is not a case of new things
but of bringing back some of the older things that we
had available to us.
Mark Vines: It is not just seedcorn; it is stage one and
stage two development as well. The cash burn of
some of these new businesses is often a lot longer and
more than you would expect.
Chairman: Absolutely. That is not always easy to
determine. That was very valuable. I will ask my
colleague, Sharon, to come in on the next question.

Q63 Mrs Hodgson: Talking about access to credit,
you might have heard the evidence from the
Federation of Small Businesses and the North East
Chamber of Commerce, in which they said it is
harder to access credit. In particular, the FSB said
the fees have increased by 25% and that trade credit
terms were a lot worse. The CBI said that some of the
terms being oVered were becoming almost
prohibitive. Have the criteria for accessing credit
changed and how much has the availability of credit
within your own bank changed?
Craig Iley: Speaking for Alliance and Leicester
Commercial Bank I do not think there has been any
change in the availability of funding. We are
relatively small at the moment. We are not one of the
big four players that have dominated the market for
decades. We are more what you would call an
insurgent brand. During 2008, we doubled the
amount of lending that we had previously done in
this region. We are hoping to double it again this
year. Certainly, in the first five months of this year,
we handled three times more applications than in the
same period last year. Our approval rate is running
at 70%. I would suggest that three out of four is good
in any environment. In the current diYcult and

challenging environment, I would suggest that it
supports the fact that funding is available for good
viable businesses.

Q64 Mr Murphy: Are these people you are now
funding making their first application to you? Have
they been turned down anywhere else?
Craig Iley: It depends on what type of business it is
and how big. You have to understand that,
particularly at the moment, people will very often
approach more than one funder. We often find
ourselves in competition with one another for
winning deals. It really depends. Sometimes they
come to us first; sometimes they will go to one of our
counterparts here first; sometimes we will be quoting
against each other.

Q65 Mr Murphy: Would you say that your rates are
significantly better than the opposition’s?
Craig Iley: I would like to think so. We have fixed-
cost funds in the same way as the other banks do, but
I like to think that we can provide very good value
products and services—indeed we do so across the
board. If you move from the funding side to the cost
of banking side, for example, below the £1 million
mark, we have a free business current account that
has won the award for the best business account for
the past seven years from the independent body,
Moneyfacts. Above that level, we are typically 35%
cheaper than the big four banks.

Q66 Mrs Hodgson: So what about Barclays and
HSBC? Why would the FSB say that fees have
increased by 25%? Do you have an answer to that?
Amanda Shepherd: You first asked whether we were
open for business, and Barclays is very well
capitalised—we are open for business to all
businesses with a viable proposition. Lending in the
North East for Barclays Local Business this year is
up by around 8% from 2007, which indicates that we
are open for business, and we very much want to
promote that fact. As Simon implied, we are trying
to get a message out to our customers to let them
know that we want to lend to them at this point.
Barclays made a commitment at the end of last year
to increase our lending book from £15 billion to
£16.5 billion. In April, we came out and said that we
would increase that by a further £4 billion. We are
committed to lending.
Mark Vines: At HSBC, we are very strongly
capitalised, massively liquid and very much open for
business. Our lending balances last year went up 7%.
On that 7% against the SME segment, we were
higher in the corporate and structured finance
segment. On your point about fees, I have some
figures here; we attracted 34,000 bank accounts from
businesses to us last year, which is a 36% increase in
the number of accounts switching to HSBC.

Q67 Mr Murphy: Is that regionally or nationally?
Mark Vines: That is nationally.

Q68 Mr Murphy: What proportion of the lending
comes into the region?
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Mark Vines: The regional figures are no diVerent
from the national figures.

Q69 Mr Murphy: What proportion of the national
lending does the region get? Is it 10%? Is it 5%?
Mark Vines: I haven’t got the figures to hand and it
depends how you define the region. I’m not sure, but
I can find out and come back to you.
Chairman: That would be very valuable.

Q70 Mrs Hodgson: May I press you again on the
lending criteria for credit worthiness? Has that
changed at all?
Amanda Shepherd: With regards to credit
worthiness, we are going to do more due diligence to
ensure that the customer is in a position to repay any
funds that they borrow from Barclays. That is not
only important to us as a bank but important to the
customer. We have a responsibility to the customer
and our shareholder. The fees that we would charge
a customer are based on the higher the risk, the
higher the charge and the lower the risk, the lower
the charge. We feel that that is a very fair approach.

Q71 Mrs Hodgson: So, are you assessing them as
being a higher risk in the current climate and that is
why the fees are going up? I am sure that the FSB
would not have said that the fees have gone up by
25% without evidence. I am not saying that it is
necessarily Barclays or any of the banks here, but we
have a snapshot of the region’s banks.
Amanda Shepherd: When I say, “the higher the risk”
it is not about the current climate, it is purely about
looking at the business individually and at the
circumstances of that business at that point in time.
There are some really good businesses trading very
well through this particular period, so it would be
wrong to say that because of the current climate
every business is being charged a higher rate. That is
absolutely not true.

Q72 Chairman: May I take it on a bit further? We
had a very serious discussion with our first group in
particular, but less so with the second group, on the
Enterprise Finance Guarantee Scheme. We found
the information that we received shocking. I do not
think that a blame culture is where we are. We read
that 10% of the respondents to a survey organised by
the Federation of Small Businesses in January 2009
said that the Government’s EFGS was available
from the banks and 25% said that it was not, and you
think, “Where are we here?” You are right to say that
Government have a serious responsibility. For me
that means the RDA, because it is the agent in the
region. How on earth are we not getting our
communications right? We have got one group of
businesses thinking one thing, another something
else, and a vast number—the majority—making no
comment whatsoever. Is the EFGS problematic for
you?
Craig Iley: Could I just ask you when that was
undertaken?
Chairman: January 2009.
Craig Iley: We didn’t become members until 6
March 2009.

Q73 Chairman: It is really important for us to get the
sense of what you are saying. Is it the case that
Government made that available, or stated the
policy, but didn’t actually ensure that it was
available to the banks until four or two months
later? Is there a problem here?
Craig Iley: It is possible that the announcement,
which I am sure was well intentioned and designed to
improve confidence, perhaps pre-dated a full rollout
with all the banks. We didn’t join that scheme until
6 March, but I don’t know about our counterparts.
Amanda Shepherd: We joined from the very
beginning. Regarding the EFGS, it is a remedy and
it is certainly serving a purpose. You heard earlier,
from a few people from the Chambers of Commerce,
that part of it was around the communication.

Q74 Chairman: And you would agree with that,
Amanda?
Amanda Shepherd: I would have to agree that in the
early stages the communication came out and we
then went through a period where we prepared and
trained our people to make sure that they were fit to
support our customers. Equally, from a customer
perspective, there was a misinterpretation that this
could have been a grant, rather than support for
their business through a form of debt.

Q75 Chairman: It is important for us to say that
when something is being said it should be said as
clearly as possible, with less ambivalence, about
what is actually available. Do you think you too
have a responsibility, because you are handling the
interpretation of whatever the regulation is? Is there
a side where you think you could have done better?
Amanda Shepherd: Early on, it is important that we
get the messages out to our people very quickly,
because once you have customers coming in and
inquiring it is important that we know the facts.
Following that, we made sure that every single local
business manager in the North East was trained and
understood the product and also that we took that
communication to our front-line branch managers
so that they were also aware. So, realistically, when
anybody comes into Barclays now, there is
somebody who has some sort of awareness of what
the EFGS will do to help businesses.

Q76 Chairman: You are quite right; it is very
valuable support finance. Did you at any stage say,
“Right we are going to have the RDA in here. We
want to make sure that we have got this right and
that we know exactly how to access it”? Or was it just
through written communication?
Amanda Shepherd: I will let Simon take that one,
because he has been doing some work with the
RDA.
Simon Lenney: We worked very closely. I attended a
meeting at the Government OYce just before
Christmas. Out of that came the first bankers
meeting in January hosted by Alan Clarke and
Margaret Fay. All the banks were represented at that
point and the common theme throughout was the
lack of communication and understanding of the
small print. It was announced very quickly, for
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absolutely the right reasons, but the message did not
filter through quickly enough. I think we would all
say that the infrastructure within the banks is pretty
good, but took a while to sink in. The process is very
streamlined now. I believe there was a Select
Committee hearing on Wednesday, and I have read
the transcript. There were some very positive
thoughts coming out of that indicating that, in fact,
we are getting it right now, but the RDA played a
fundamental part in helping that through as well.
Chairman: You just think to yourself, it can’t take us
four months to do this correctly.
Simon Lenney: If you think back to when the small
firms loan was launched, that took nine months, so
we have actually launched it far faster, in an
environment deteriorating far faster, and we are
right in business with it as well.

Q77 Chairman: Mark and Craig, are you rolling with
the statements that have been made?
Craig Iley: As Simon said, the various schemes that
have been launched by the Government in this
economic environment have all been done with the
best of intentions. The key has been maintaining
confidence. Our biggest enemy, particularly in the
business community, is confidence. It can have such
a large impact—for better or for worse. Whether it
could have been done diVerently in diVerent
circumstances—and perhaps it would have been—
we have to accept that it was done with the best of
intentions to maintain confidence.

Q78 Chairman: Would you take us one stage
further—we are nearly there? Is there a demand for
loans in the North East region equivalent to the rest
of the country? Are we lagging behind? Are we
ahead?
Mark Vines: From HSBC’s perspective we are seeing
no diVerence. In the North East, we are in line with
the national trend.
Craig Iley: We are ahead of the national trend, but
we are further advanced in our expansion strategy
than we are in some other parts of the country.

Q79 Chairman: Barclays too?
Simon Lenney: Yes, it follows the national trend.

Q80 Chairman: Finally, have you streamlined all the
processes that are used when a loan has been
requested? Do you have a smart, focussed process?
Amanda Shepherd: Provided that we receive all the
details from the customer, we are able to give a
decision within 48 hours. We have streamlined our
processes, so hopefully we shall be able to move from
22 days to drawdown to 16 days. We have worked
hard to do that.
Mark Vines: We are also comfortable with our
processes.
Craig Iley: The other thing to bear in mind with
getting down to the drawdown stage is that we are
not the only people in the chain, particularly if there
is legal work involved, but we are comfortable that
we can get money out the door quickly.

Q81 Chairman: That is valuable. We haven’t spoken
about the Working Capital Scheme. Do you
participate in that?
Craig Iley: We don’t. The reason that we don’t
participate is that the Working Capital Scheme was
designed to help banks free up their own capital, and
we didn’t have the liquidity issues that it was
designed to address.

Q82 Chairman: I don’t think Barclays did either.
Did you?
Simon Lenney: No.
Mark Vines: HSBC didn’t either. We launched our
£1 billion SME working capital fund as well—I
think that Lord Mandelson and the Chancellor were
pleased with that.

Q83 Chairman: We want you to see a keenness from
us to understand where you are. We are equally keen
that you should see that we are determined to say
that we will innovate where currently we do not, and
we need you on board with us. We need you to tell
us about your footprints. We want to have a positive
and robust relationship with you. We are keen to see
the development of the renewable sector—carbon
capture—as it is probably the North East’s future. If
it is the North East’s future in terms of work, then
it is the North East’s future in terms of banking. We
would be keen to receive any further information
that you have on renewables. I was grateful to
receive information from Barclays. I didn’t receive
anything from HSBC, did I?
Mark Vines: I don’t think so, but we have a lot of
information, and we have a global programme on
renewables and sustainability.
Craig Iley: We would be more than happy to send
you more information about that. We are working
with a number of people on Teesside, many of whom
you will know—Peter Ellis was one of the founders
of the Eco-Park in Redcar and Cleveland.

Q84 Mr Anderson: In the discussion that we had with
colleagues from business earlier, they we were
saying—particularly about the development of
carbon capture and storage—that they did not think
that there was finance in this region to facilitate that.
What is your view on that? If that is true, what do we
do? Some of us are committed to making sure that it
happens here—we have natural resources that
nobody else has.
Simon Lenney: Carbon capture and storage is an
embryonic process, which by definition dictates the
need for capital, and that goes back to what we are
saying before about the long-term need for
investment. Fossil fuel power and labour must come
to the fore. Denis, you mentioned in the first session
that the Government won’t allow another coal
burner without capture and storage facilities.
Finance, I believe, will have to come from the private
sector as well as Government, but it will also come
from the utilities that will benefit from it. Essentially,
they will put themselves in a better position, with a
cleaner footprint, if they deliver on further
investment in the process. You could ask where the
banks want to sit on that. The utilities will obtain all
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sorts of funding, and no doubt there will be some
bank funding on the back of that as well, but
essentially it must come through the utilities.
Craig Iley: The only thing I would add is that I think
the Renewables Obligation Credit Scheme is very
important in how it evolves going forward. I agree
very much that renewables and clean energy
generation are important in Teesside. We have a
number of attributes down there that, quite honestly,
leave the rest of the country standing. I am thinking
of things like access through the port to ensure
sustainability of supply and the upgrade that we had
at the pylons into the grid not too many years ago,
which caused a little bit of a stir. We have access to
the grid. Some companies are quite advanced in
getting access to the grid ready; there is quite a long
lead time. On a political level, that might help the
process along for energy generation. That is not
something that you can sign oV on locally in terms
of planning; I believe that it needs to go to central
Government.
Mr Murphy: It depends how big it is.
Craig Iley: If we are designated as an eco-energy
producing environment, the North East might
perhaps gain some kind of exemption, which could
speed the process up. If the Renewables Obligation
Credit Scheme is overhauled, that is a key part of
proving viability. As Simon was saying, the sooner
that we get from embryonic technology to proven
technology and viability, the sooner that it opens up
access to all sorts of capital, from the capital markets
all the way through to debt financing.

Q85 Mr Anderson: It is a bit chicken and egg, isn’t it?
Somebody somewhere is going to start putting
something in to prove the technology. What we need
to know from you is whether you will be there
supporting the companies.

Simon Lenney: It goes back to the viability of the
business and whether its cash is well balanced. Is it a
form of equity? Is it a form of long-term bank
finance? If you prove viability, the banks will have a
look at it.

Q86 Mr Murphy: It is probably a combination of
both. It is the infrastructure that is required for the
individual industries that will take advantage of it.
The cost of the infrastructure is the factor that is
preventing it from happening at the moment. That is
where a public private partnership could come
together. We need to do it sooner rather than later.
Simon Lenney: It has to work really fast, doesn’t it?
If it isn’t tested commercially, that is the stage that
you have to get to before you get the funders or the
equity providers involved. That has to happen fast:
we are aware of that. It is very exciting. We have a
project finance team down in London who know
about it, but you have to get it to stage 2 before you
attract the investment.

Q87 Mr Murphy: The reality in the project that is
currently under discussion for Blyth is that the
company has said, quite reasonably, that it is just
going to wait and see what happens with regards to
CCS. That is a £2 billion investment in the region.
Simon Lenney: But we should not underestimate the
value of renewables that the North East attracts.
Wilton 10, Yanmar, NaREC, Clipper Windpower—
there are some fabulous names in there. We are
known for considering and welcoming everything
new.
Chairman: Absolutely. We are world leaders. You
make the point that everybody is making. We have a
very short time interval to capture this for the
northern region. We have to get on with it. On that
note, could I say thank you very much? That was
really very valuable. Anything that you wish to send
us we would be more than grateful to receive.
Thank you.
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Q88 Chairman: Good morning. We are grateful to
you for giving us some time. We are the Regional
Select Committee. Denis is to my right. David Weir
is our Clerk, which is a title that totally understates
his role on this Committee, but I guess you already
know that. David Anderson and Phil Wilson are also
here. We are very pleased to meet you this morning.
We are focused on attempting to establish a
document that defines how what we are all doing—
the Government and you—in various diVerent ways,
is adding to the region, ensuring sustainable futures
and ensuring that value added is an absolute. We are
keen to hear from One North East whether there are
things that the Government—supportive as they
might be—are doing that are problematic.
Constructive criticism is very valuable. Without
saying any more, I am more than pleased to say hello
to you this morning. We are delighted that you have
given the time to give us evidence. We would like to
invite you to start the morning, if you choose to. If
you don’t, that’s fine. You may give a five-minute
brief about where you believe you are and where you
see yourself, the organisation, the industry and your
research going. Nigel has been here before so he is
the most familiar with us. Nigel, would you like to
start?
Nigel Perry: By all means. I am the CEO of the
Centre for Process Innovation, which is one of the
centres of excellence created by One North East
about five years ago. We are focused on the process
industry and our objective is to create and enhance
regional wealth through driving innovation in the
process industry. We recognise that innovation is a
market-led proposal that technology is brought in to
support, rather than a technology-pushed proposal
that you hope the market will adopt. We came to
that conclusion because when you look at the
relative costs of research and innovation, you find
that the cost of research is relatively modest, whereas
innovation may cost between 50 and 100 times the
research step. Clearly the public sector is paying for
research through the universities and other
institutions, but the funding for the innovation step
is less clear. If you are looking for between 50 and
100 times the level of funding, clearly the private
sector market has to play a significant—if not the
major—role in paying for it. That then becomes an
investment decision. Innovation to us is market-led;
it is about a risk management process, reducing the
risk and encouraging the private sector to get into
that technology. Having said that, there are two
critical things to bear in mind. The first is to do with

the particular marketplace of the process industry
we work in. I would define that by saying, if you
pour it, stir it, set it, filter it, that is the process
industry. You will be familiar with products such as
the plastic that this bottle is made of and the
chemicals around it. You will be very familiar with
food additives, pharmaceuticals and so on. They are
all products of the process industry. The process
industry is of such a scale and capital intensity that
to de-risk innovation, you need assets. You cannot
go from a test tube in a university laboratory to a
facility of the scale of some of the plants we have in
the North East in one step; you need to go through
some intermediate steps. To do that, you need assets.
You need to get the confidence—the investors need
confidence that they will not be wasting their money
by investing in something that does not work. That
is a key feature of innovation in the process industry.
It is an asset-led activity. The other critical thing is
that the process industry is international and, as
such, the mobile investment can go anywhere in the
world. For the North East to succeed in attracting
that investment, we have to operate at a level at
which we are ranked among global peers. CPI’s
objective and drive is market-led innovation, using
an asset base at a world scale to attract investment
and plant to the North East. That necessarily means
that we cannot do everything, so we are strongly
focused. Our principal areas of focus are printable
electronics where we have facilities at Sedgefield, the
so-called PETEC—the Printable Electronics
Technology Centre. It is aiming to stimulate market
investment in the industry by providing facilities to
scale up, prototype and develop certain material
technologies. We also have part of the facility at
Wilton, which is developing substrates—the
platforms and foundations of electronic devices. Our
other areas of focus include industrial
biotechnology. We run the National Industrial
Biotechnology Facility at Wilton, a series of facilities
that allow industry to develop new products and new
processes using biotechnology routes. By
biotechnology, I mean the use of bugs, bacteria,
enzymes and such components. We have other
interests where we run national level knowledge
centres, such as the Nano KTN—the
Nanotechnology Knowledge Transfer Network—
and Nano Central, which are two knowledge-
brokering devices to stimulate industry to adopt new
technologies. When we put all that together, CPI
today comprises about 100 people. It has an asset
base of about £25 million. Two thirds of us are
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graduates, with half of the two thirds being PhD
level people, so a very potent force has now been
assembled in the region. Interestingly, when we
compare what the region and the United Kingdom
are doing with other countries and how they
stimulate innovation, we find that the UK has
world-class science. We are generating science, and
are ranked among some of the best in the world. The
innovation systems of other countries are slightly
diVerent, particularly in Germany where there is
Fraunhofer-Gesellschaft, a series of institutes
designed to do what we do. The same is found in
Finland, France, Holland, America, Singapore,
Japan and Korea. The list goes on. To put that in
context, the total UK capability in the process
industry in our area is probably limited to CPI. We
are struggling to see other facilities of that nature.
Our budgets and manpower can be compared with a
typical facility in Germany, which has 54 of them,
the average of which is twice our size. Although we
have assembled a potent force and are very capable,
we are still looking capable on the international
stage, but not within the structure of the national
strategy.

Q89 Chairman: That has been really valuable and it
has taken us very neatly in the knowledge base to
where we need to be. Yes, we are good at research
and, yes, we know where we should be going. No, we
don’t do product development as well as we might.
We hear an awful lot in what you say, and I am most
grateful to you. Alan, do you want to follow that up?
Dr Rutherford: Yes. There are quite a lot of parallels
with NaREC, in fact. Nigel is CEO. I am part-time,
the non-executive chairman of NaREC, the New
and Renewable Energy Centre. We were set up in
2002, and I became a non-executive director at the
time, and I have been chairman for the past three-
and-a-half years. We, too, have about 100
employees. We are a similar size and have similar
aims to CPI. If it is chemistry or biology, it is theirs;
if it is physics, mechanical or electrical engineering,
it is ours. That is rough guidance, but we liaise very
closely so that we can make two and two add up to
five. NaREC is very much centred on the energy
world in total. We are sometimes mistaken for being
totally green and totally renewables—we are not. We
are equally keen on nuclear, we are equally keen on
coal. The opportunities—the development and the
technology—seem to be in renewables at the
moment, so that is where most of the eVort is,
particularly in wind. We have three business
divisions; one is wind and marine. We have the docks
at Blyth and the largest blade test centre in the world,
where we can test up to 70-metre blades. We have not
had a 70-metre blade yet, but they are getting bigger.
We are generally now acknowledged internationally
as being at the cutting edge on wind technology,
particularly with regard to blades. We are in the
process of putting together a complete turbine rig, a
complete test on the drive train. That will be a £30
million investment, supported very much by One
North East, as far as the building is concerned, and
by the ETI—Energy Technologies Institute—which
I think will be stepping up to the mark with the rest

of the funding. We shall be quite unique as far as
wind is concerned. We are quite unique on the
marine side as well. Wind and marine is probably the
biggest division in terms of revenue. The philosophy
is testing-plus. We can test, but we do not just want
to test blades and say, “Well, it broke.” We want to
be able to say why it broke, how we can help the
manufacturers to make it better and how we can
improve their processes and give them leading-edge
advice. That would be the same on the turbine test
rig, which will simulate oVshore conditions in terms
of wind, stresses and stress forces. The same goes for
the marine side. That technology is much further
behind wind technology and is coming mostly out of
the universities and small developers, who do not
have a lot of funds, so that is where we can bridge the
gap between university or small scale up to the 10th
scale, sometimes working with Orkney, with
EMEC—the European Marine Energy Centre up in
Orkney—for sea trials. So that is wind and marine.
The next business unit is Networks, which is based
in what was the Reyrolle Building at Hebburn—the
high voltage Clothier Laboratory—where we have a
number of demonstration units, mostly in high
voltage, but also biomass boilers. We can create 1
million volts out there; we can simulate lightning
strikes, doing work for nose cones of aircraft as well
as wind-turbine blades. Networks extends into the
whole question of grid connections and how
renewables and distributed energy will fit into the
grids. So we work with companies such as Senergy
Econnect, National Grid, PB Power and other
electrical companies on the whole issue of smart
grids and grid connections.
Chairman: We used to have all of that, but we don’t
have it any more.
Dr Rutherford: Sadly, that particular comment
comes up time and time again in the North East, I’m
afraid. We are hoping to salvage some of it and go
back to some of it. The will is still there and quite a
lot of the skills are still there. The third business unit
was called Microgeneration, but is now called
Distributed Energy. That includes our photovoltaics
laboratory, again at Blyth. Most of our activities are
at Blyth, although we have a marine test facility on
the Tees—the Tees barrage—and we have the old
Reyrolle business at Hebburn. The photovoltaics
unit is a fairly specialised unit on concentrator cells.
It came out of BP—we brought the BP team from
Sunbury, when they were moving to Spain. We did a
deal with BP and brought their research team to
Blyth—they are very well settled in the North East, I
have to say. They are from the south, but now totally
converted. We are about to spin a business there,
which will create about 50 operator jobs. That is
likely to go to Cramlington, it may go to PETEC,
although we are being courted by both Scottish
Enterprise and the North West. If that comes oV,
and it is as successful as the business plan says, it will
very quickly grow to 100 jobs and a manufacturing
unit. We are very much into spin-outs from that area.
We are testing small wind turbines. We are testing a
lot of micro-generation devices in that area, but we
are also working with local authorities on fuel
poverty. We are working very closely with both
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Newcastle and South Tyneside, doing a number of
conversions of flats into combined heating power
systems. That whole area is very much spread across
a number of technologies, but it is being pulled
together by a new business head in the unit. We have
the three business heads and then we have a
consultancy team that can work across the lot. The
ethos or main objective, as far as we are concerned,
is to pick some really big significant areas. Let me
take an example. OVshore wind is probably the most
obvious example, where the UK had an advantage.
We had the leadership in wind—the same as we had
leadership in nuclear, if you go back 50 years—but it
went to Denmark, Germany and other countries. On
oVshore we have an opportunity but, as Nigel has
said, we are fighting in a global market and we’re not
up against other regional development agencies,
we’re up against the Germans, the Danes, the
Chinese and the Japanese. If you can’t get ahead of
them, then my philosophy is to try and get them to
come here. We have a lot of interest in inward
investment. We have a master plan for Blyth, which
Denis will be aware of, which is a really big
development opportunity led by One North East.
That includes education facilities, inward
investment for manufacturing and some sites on the
north bank of the Tyne for oVshore wind and the
servicing of oVshore wind. We have some major
opportunities. There is not one turbine
manufacturer in the UK, by the way: all wind
turbines will have to be bought from abroad as we
stand at the moment. We are working hard with One
North East to bring turbine manufacturers into the
North East and we have some serious interest from
some really big players. We really have to capitalise
on this and get some of them in here. We have
already attracted Clipper Windpower from the
States to put their headquarters here. We have
attracted—not on the turbine side—Yanmar from
Japan and we are getting a lot of interest from some
really big heavy hitters that I can’t mention at the
moment, but they are from Europe, America and
Japan. We are hopeful. It won’t be a question of the
technology and the science—they are convinced
about that. They know we have the knowledge and
the knowledge base. They know that we can do it. It
is more a question of whether they can get better
subsidies somewhere else, or whether there is a faster
route somewhere else. It is desperately important
that we can move more quickly. This applies to a
number of areas in the UK at the moment. Carbon
capture and storage is one. We had the lead on that
two years ago. We are being overtaken by the
Chinese—no doubt at all. One of the big Japanese
companies would have come to the UK. They have
gone to Australia. They are worried to death about
the UK planning delays. They are worried to death
about how long it will take. I could have clinched a
deal last month with a major Japanese inward
investment if I had an onshore test facility for a 5
MW turbine and if I could have promised them that
it would definitely be available before 2012. I think I
can do that, but I am doubtful and I can’t count on
it. Inward investment is very much at the forefront
of our thinking, getting Blyth, Tees, Wear and the

Tyne as the major service points for oVshore wind,
because it is surely going to happen. But are we going
to benefit, or is it all going to be serviced from the
other side? That is a real concern. It is all about
enticing. We have the science base. We have the
support. It is about having enough funding and
having the speed to be fleet of foot and to be able to
oVer solutions quickly to inward investment. I think
that really sums up where we are with Blyth.

Q90 Chairman: Smashing. In time terms, it is perfect
because we have really got some questions to ask
you. That was really valuable, even though you end
on a note that probably raised the hackles of each
and every one of us. We have the ability, but the
planning and the rest of it doesn’t fit together. How
many times are we going to say that? Okay, we’re on
to Petrina. Can you lift our spirits from that please?
Petrina Lynn: I will do my best. Good morning. I
work for the Learning and Skills Council. As most
of you will be aware, we are responsible for learning
and skills for post-16 other than higher education, so
it does include adults in work and employment.
Through that, we fund work-based learning, further
education, sixth form colleges and so on. Also, an
area of responsibility is Train to Gain, which a
number of you are aware of. At present, we are in a
period of transition, because we are going through a
process called machinery of government. As part of
that, what we are seeing develop or evolve from 1
April this year is the national apprenticeship service.
That will be part of the new structures as we go
forward from April 2010. From April 2010, we’ll
have three bodies: the young people’s learning
agency, which will look after the 14 to 19s; the skills
funding agency, which will look after the post-19s;
and then, we think that we will also have the national
apprenticeship service. So that is, if you like, where
we are at this present time. In terms of the agenda
that we are talking about on energy and renewables,
how do we fit? Our key role is to ensure that the
provision purchased through the public purse is
actually fit for purpose, meets the needs of the
employees within the sector and also meets the needs
of the learners within the sector in terms of them
being employable to work within those sectors. One
of your questions, Dari, was how well we work with
the RDA. I would say we work extremely well with
the RDA—certainly, I work very closely with them
on all skills agendas—and we have a close working
relationship in terms of where we will pool our
budgets to ensure that we get that added value.
Equally, we have clear roles, remits and
responsibilities, in terms of the RDA focus on
higher-level skills, and the LSC focus on skills up to,
I would say, level 4, but mainly level 3. If I look at,
say, the sector that Nigel and Alan have been talking
about this morning, we have established an
education and skills group. That is about energy. We
have RDA people within that group as well. We
underpin the Energy Leadership Council and,
within that, the science group that sits above that
group. What we have is key stakeholders within that
group, not least sector skills councils, because what
we cannot forget is that there are about seven
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SSCs—as they are commonly called—that fit that
particular area of work, so again, it just gives you the
sort of complex areas that you can fall into, because
they have what is called a footprint. Because of the
breadth of the energy and renewables sector, it
covers seven of those footprints, but they have
responsibility for developing the appropriate
qualifications for the sector. I am talking about the
post-19 work force. Therefore, what we are trying to
do is to actually speed up the process of ensuring that
the right qualifications are there. That will, again, be
part of the attraction to an inward investor—that
they have the right skills base within the region,
people who are ready and fit to work in their sector,
and also that our provision, which is being funded
through the public purse, also has a currency and a
relevance within the sector and allows people to
progress to higher education appropriately.

Q91 Chairman: That was brilliant. Thank you very
much. That half an hour has been very valuable. I
think all my colleagues would say the same. We have
a number of questions. The anticipation is that we
should finish at 10.30 am. I think it’s probable that
we will poach a little time when we find we have 10
minutes spare for loo visits and so on. This is a very
important bit of our investigation. I am starting it. I
am looking, for the moment, at the RDA’s policy
and the region’s economic strategy. If you remember
it has three strands—energy and environment,
health care, and health sciences’ process industries.
We had a briefing, so we understand what each is
doing from our perspective and what that economic
strategy is all about. We would like to hear briefly
from you on that—as briefly as you think you could
manage. If one of you says something and both of
you agree, we would be most grateful if you just nod
us through. We would like to ask you whether you
believe that the intention of that regional economic
strategy is appropriate. Is it appropriate that they
concentrate only on three pillars? Is it appropriate to
specialise in that way? That is my first question.
Dr Rutherford: I would say that it is. If resources are
limited and if we’re thinking of resources on the
international scale, we’re not talking about
thousands or even millions, we are talking about
tens of millions or hundreds of millions. These are
big, big ticket areas. If you try to spread yourself
over everything, I just don’t think you can do that. I
feel we have built on the area’s strengths in the North
East. We should remember that initially there were
five centres—we have come down to three. The three
pillars make an awful lot of sense to me, given the
strengths we’ve got in the universities and the
background we’ve got in our engineering skills. You
can’t do everything; you’ve really got to concentrate
your funds to make a real impact. That’s my view.
Chairman: That’s really valuable.
Nigel Perry: I agree with Alan, but I would just like
to reflect on the fact that the North East has about
2.6 million to 2.8 million people, which means that
we’re about one third the size of Greater London.
When you put that in context, Alan’s comments
about the need to focus become absolutely critical.
In the process industry, we’ve got the added

advantage that we’ve got roughly one third of the
UK’s pharmaceutical industry and about one half of
the petrochemical industry in the North East. That
does give us an enormous strength from which to
start. It’s an extremely complex challenge that One
North East addresses, and it is absolutely critical to
have focus. If that focus hadn’t arrived or wasn’t
there, the North East would not have an emergent
world-class capability—it would just be distributive.
That is certainly the case in the areas in which Alan
and I work. The other comment I would make is on
the grounds that copying is the best form of flattery.
Is that the right way around? You know what I
mean.
Dr Rutherford: Words to that eVect.
Nigel Perry: Yes. Other regions have adopted a
similar approach in terms of centres of excellence
being the focus. Interestingly, they have chosen some
of the similar areas, but what stands out for the
North East is that we have actually got on and done
it, so when you look across at the other regions, you
don’t find centres of excellence like NaREC or the
CPI. You don’t find asset concentrations. You don’t
find this focus. I completely underline and
encourage what the North East is doing. That focus
is crucial.

Q92 Chairman: May I ask you about this before
Petrina comes in—she might like to pick this baton
up anyhow. We are in a very short time span and if,
in fact, we don’t get our acts together, it won’t just
be China that takes up carbon capture, we will lose
out across the piece. Do you agree with that
statement?
Dr Rutherford: Absolutely.
Petrina Lynn: Yes.
Chairman: Petrina, have you anything to add to
that?
Petrina Lynn: The only thing I would add is that I
agree. Let’s not forget that the skills that we develop
in the work force that supports Nigel and Alan are
also transferable to other areas, so it isn’t exclusive;
it can be quite inclusive. If you look at some of the
growth sectors that are now coming into the region,
what makes us attractive for food and drink
manufacture is that fact that we do have this skills
base here.
Chairman: That is really valuable. I am not going to
ask you my second question about how critical
science and technology are to the region’s future,
because you’ve answered it and you’ve made it very
clear that it is central to it. I am going to ask Phil to
come in now on oVshore wind technology. He might
be tempted to move a little bit into onshore wind.

Q93 Phil Wilson: Your focus obviously is oVshore—
Dr Rutherford: Well, no, it’s not. The blades that we
are testing are mostly for onshore, although it’s
beginning to move to the bigger stuV.
Phil Wilson: What do you think are the benefits of
onshore and the issues that might be a problem for
people who live in communities where these wind
farms are growing out? Do you see it is a bigger
issue? Is that a reason for going oVshore?
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Dr Rutherford: Yes, I think it’s a major reason for
going oVshore, because we want to get bigger.
There’s economy of scale when you get to wind
turbines and there are enough problems at the 2 MW
scale onshore, what with public opinion and
planning. I feel at times that there is a vociferous
minority against wind farms wherever you want to
put them onshore, and that depresses me a little bit,
insofar as the vociferous minority—I’m sure that
you, as elected representatives, will have more
experience than I have—
Mr Anderson: It’s a vociferous majority with us, not
a minority.
Dr Rutherford: A majority against wind farms
wherever you put them?
Mr Anderson: Against anything.
Dr Rutherford: Against everything?
Mr Anderson: Against us!
Dr Rutherford: Oh, I see. Certainly against surface
mining, on the energy front, and certainly against
wind farms. Yet the folk of Blyth are comfortable
with and actually quite proud of the turbines and are
looking forward to the big ones. We had about three
objectors, but you’ve just got to speak to Ronnie
Campbell—and he’s an enthusiast—who’s backed
by most of the people in Blyth. We’ve done a lot of
soundings there. If you can win folk over, and if
there’s something in it for them—this is something I
think we’ve missed out on, compared with the
continent, where you’ll find wind farms in the middle
of villages in Denmark and Holland—it’s down to
what the local community gets out of it, if they have
a share in it and see some benefit from it. It’s rather
like the way the French position their nuclear
stations: the local communities really do benefit and,
instead of objecting, in many cases they’ve been
fighting to get energy units into their locality. I don’t
quite know how we Brits get it wrong. There are
some very nice wind farms. If you drive over Soutra,
up to Edinburgh, that’s a very attractive-looking
wind farm, but that’s personal opinion. I don’t know
that I can answer your question, but I think it’s down
to people having a stake and feeling that they’re
going to benefit.

Q94 Phil Wilson: What more can we do to make
people feel as though they’ve got a stake in this kind
of thing?
Dr Rutherford: I think they need a financial benefit.

Q95 Phil Wilson: They get one at the moment. Are
you saying it should be announced?
Dr Rutherford: I think they should be involved and
get a stake—a shareholding—in the local wind farm.

Q96 Phil Wilson: Reduced energy bills, for example?
Dr Rutherford: A fair amount of the benefit should
accrue to those who are closest to it, then we might
just manage to get a bit more enthusiasm from them.

Q97 Phil Wilson: Do you think the planning system
plays a role? Obviously, the local authority is
involved, then CLG, and then the new Business
Department is involved, then the Department for

Energy and Climate Change is involved. Some
joined-up thinking needs to be going on. Do you
think there is a problem with that?
Dr Rutherford: I think that probably reflects the
whole of the energy scene at the moment. We are
never quite sure which door we should be knocking
on in Westminster. It’s quite complicated; it seems to
be a moving target. Fortunately, we keep track of the
civil servants that we know and we go to them. But
certainly there’s the Technology Strategy Board, the
DTI and a whole raft of diVerent sources of funding.
When it comes to planning, we have a new planning
regime. I’m no planning expert. The jury’s out. We’ll
have to see how the new planning laws work. We’ve
got new unitary authorities in the North East as well
and they’re bedding in. It is a bit of a moving target.

Q98 Phil Wilson: The brief we have says you will be
developing the largest oV-shore turbine. How large
is large? How big is it?
Dr Rutherford: There are no really big turbines
oVshore yet, other than two in the Beatrice field.
There are two oV Blyth, but the really big ones are in
the Beatrice field oV Aberdeen, and they can produce
5 MW.

Q99 Phil Wilson: So how big is that?
Dr Rutherford: If we are talking about 40 m of water,
then there will be 100 m of tower, with blades 55 m
long. They have a sweep of about 110 to 112 m,
which is the length of a football field, so we are
talking about pretty big structures. One of those will
be going up onshore at Blyth on Battleship Wharf,
so you will be able to see a 5 MW unit.
Phil Wilson: Probably from Durham.
Dr Rutherford: Ronnie would like us to have lights
on it as well. The big oVshore manufacturers are
already talking about 6.5 MW units, and the drive
train that we will install at Blyth will be capable of
testing units capable of producing up to 10 MW.

Q100 Chairman: Give us a time span, from where we
are to where you hope to be.
Dr Rutherford: We hope to have our test rig up and
running by 2011 and expect to have the first onshore
big turbines being tested by the same time—2011–12.
We expect the big turbines to be going oVshore by
2015. We are working closely with the Crown Estate.

Q101 Phil Wilson: Can I just ask one more question?
The time is getting on with these things now, so what
more can the Government do? What are Denmark,
Germany and a couple of other countries you
mentioned doing that we are not doing, but should
be?
Dr Rutherford: I don’t know enough about how the
planning systems work in Denmark, Germany or
those other countries, but Germany in particular has
put enormous amounts of money into Bremerhaven,
their big-unit oVshore wind centre. They will be able
to service the North Sea from there and have to have
a reason for coming to us. We have the technology,
the rivers and the facilities, and all we need to be able
to do is open up, oVer enough money through One
North East to entice them by matching what is being
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oVered elsewhere and get through the planning
process quickly. If we could speed up planning and I
could get through the promise of an onshore wind
test site this year, I am sure that I could bring in a big
manufacturer. It comes back to planning every time
when getting authorisation to put a turbine on site.

Q102 Mr Murphy: Doesn’t it go further than that?
You mentioned the Germans, who still have huge
pride in their engineering excellence. They have
maintained that over many years, and we,
unfortunately, walked away from ours many years
ago. We need to change the image of engineering,
science and technology.
Dr Rutherford: Absolutely.

Q103 Mr Murphy: We need to reintroduce it into
schools and make engineers, once again, sexy.
Unfortunately, a generation of young people didn’t
want to get their hands dirty, and that was how they
saw engineering: a dirty profession. We really need to
change that mentality and move forward. Can I
move on to carbon capture? I am a little more
optimistic on carbon capture and storage. The Prime
Minister visited Alcan yesterday, and part and parcel
of the lobbying that some of us have been doing for
quite a long time is the argument for a carbon
capture and storage demonstration in this region. I
think that we are better placed than any other region
in the UK, and possibly in Europe, to have a full-
scale demonstration project stretching from Teesside
to Northumberland. Our problem, of course, is that
the private sector will not deliver the infrastructure.
They might if they were forced to do so through
legislation, but that would probably take about 10 to
15 years. We need to act in months, rather than
years. What help do you see the Government giving
the private sector to ensure that we get that
demonstration project up and running and are able
to sell that technology to the rest of the world?
Dr Rutherford: I think you have said it, Denis:
provide the infrastructure. We provide the
infrastructure for roads and for rail. Why can’t we
provide the infrastructure for carbon capture and
storage? It is that pipework network, getting it out to
the aquifers. We know we are well positioned. If that
were provided, I think that that would kick-start the
whole thing. Nigel may have a view on that.

Q104 Chairman: Can I ask something, before you
move on to Nigel? I think this is one of the most
critical bits of what we are going to do this morning.
It has been suggested to us by others that we have to
engage better with the utilities. This is very big
money. If Government policy is right and is clear,
that gives the first signal. If there is funding to the
point of product development that would be
valuable. But if Government are not going to
produce all the money, isn’t there a relationship here
with the utilities that are going to sell this stuV, which
make enormous profits? Isn’t it a fact that we should
have a Government-utilities partnership here to
deliver?

Dr Rutherford: That would come I am sure with the
utilities or industries that are interested in carbon
capture and storage—for instance, there is a site for
a coal-fired station at Cambois. If that were given the
go-ahead unconditionally that it was clean coal,
carbon capture and storage, you would get
movement. You would get movement if
Government came forward to say they would
contribute significantly to the infrastructure. I am
sure the private sector would sit at the table. I have
no doubt about that.

Q105 Mr Murphy: I happen to agree with that. If we
wanted to move forward quickly, the Government
should not only say this is what will happen but
provide the funding to ensure it does happen. Even
if there is some sort of scheme whereby the
infrastructure is rented back to the private sector
over a period of 40 to 50 years, the return will
eventually come back to the Government. We need
to get a clear message out to industry in the region
that we will lead on this. There are lots of discussions
on carbon capture and storage. Nothing has
moved on.
Dr Rutherford: Someone has to take the initiative
and it can only be Government in this instance.

Q106 Mr Murphy: I agree with you. I think we also
need to demonstrate diVerent technologies. Alcan
has probably got the best technology or that is what
it is proposing, with gasification and pre-combustion
capture. RWE which intends to build the power
station at Cambois has post-combustion capture. I
think Alcan’s is a much more eYcient site, more
expensive and technically probably more advanced,
though perhaps not as reliable. You can understand
the diVerence between them.
Dr Rutherford: We have to be grateful that
Government have changed their mind about pre-
combustion. That was due in no small measure to
the lobbying that was done by yourselves and by
One North East, Ben Mayo and others.
Chairman: I know that Nigel is desperate to come in,
but equally David has some follow-up questions.

Q107 Mr Anderson: I have just two questions. One,
will NaREC give a response to the DECC
consultation on clean coal? Secondly, is there a gap
between the development of oVshore wind and the
capacity of the grid to deal with oVshore wind
challenges?
Dr Rutherford: First, a response on carbon capture
and storage. Both of us are interested in carbon
capture and storage.
Mr Anderson: There is a formal consultation on at
the moment.
Dr Rutherford: Yes, we will respond.

Q108 Mr Anderson: Can we get copies?
Dr Rutherford: Yes. On the grid question, there will
be issues of needing to strengthen the grid. National
Grid has been needing some direction. It is a very
capable organisation. What we do not know is what
the pattern of bringing the power ashore is going to
be. Again, an initiative needs to be taken. We are
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organising a conference in the autumn to talk to the
utilities and the developers because there are
opportunities. For instance, if we develop the
Dogger Bank it is halfway to Germany. The ideal
route there would be to have another interconnector
with Europe through the Dogger Bank. Where do we
bring it ashore in the UK? The main users are in the
south. The general feeling is that we want to bring
the power ashore as far south as possible, because
the load is very much towards the south. We would
like to bring it ashore at Easington or somewhere in
the North East. There is a lot of work going on, but
it needs to be pulled together, to be co-ordinated. We
would be very happy to do that, which is why we are
organising a conference in the autumn. We are in
close touch with those who are looking at diVerent
grids, but there will have to be investment in grid
strengthening, and bringing the power ashore from
those wind farms.

Q109 Mr Anderson: I am concerned about time;
what if we have a wind turbine and you cannot get
the power ashore?
Dr Rutherford: That’s right. At the moment, the
Crown Estate is still deliberating as to where the
fields are going to be, and who’s going to develop
them. So it’s a chicken and egg situation, as to where
the fields are going to be and how much power needs
to be brought ashore, where, and whether this idea
of a northern interconnector is a runner. I think it is
down to people like ourselves, like NaREC, to try
and take the lead with National Grid and Crown
Estate, to put together a proposal on this. Where the
funding is going to come from is debatable. We find
that the Germans, for instance, and the Spaniards,
guarantee a grid connection to any new
development, whereas we are not in that position, so
again it is back to funding.

Q110 Chairman: Nigel, can you take us on in this
debate? The absolute fact is, with carbon capture,
you could hear the enthusiasm, or you can certainly
hear that we are all anxious to get a very realistic
perspective on “Can we make this work?” and “How
expensive will it be for us to make it work?” But we
have got a renewables industry—it is not just that we
have carbon capture on the table. Is it feasible for us
to spread both our scientists and our enthusiasms
and our money? Is it possible for us to spread it so
that each and every bit of this can be eVectively
delivered?
Nigel Perry: The answer is yes, but I think it requires
a change in policy and a change in strategic intent,
and I do not think it is within the gift of the North
East alone. I think it has to involve central
Government. My enthusiasm to come in a few
minutes ago, Dari, was to add some light to Phil’s
question, and also Denis’s point. We, as I said earlier,
are exceptionally good—in the top four countries in
the world—in scientific research. What we are not
very good at compared with our competitor
countries is our innovation step. Alan has
mentioned several times the funding issue. I can say
that between the research step and the wealth
creation step there are a number of steps: people call

them technology readiness steps; they are like stairs
on a staircase. The Americans invented the
language, so forgive me for using it. Universities
occupy the first two steps in the staircase, industry
operates on the last two steps, and there are four
steps in between. We are not very good there, in the
UK, to put it into comparison. This is where the
funding comes in, and going back to your point,
Denis, about engineering in Germany, those four
steps in Germany have 14,000 people on them and a
budget of ƒ1.3 billion. We do not have anything like
that in the UK, other than the centres of excellence
that One North East has created. The principal
purpose of those institutions, of which there are 57
dotted all over Germany, is to work directly with
industry to stimulate the adoption of new products
and new processes. So if you look at the
Bremerhaven wind facility, that is part of that model;
you will find, similarly, that there is part of a model
looking at carbon sequestration. So to answer Phil’s
question about what central Government can do, it
is to recognise that we need to add on to our
excellence in science with excellence in innovation.
We have the Technology Strategy Board, we have the
Energy Technologies Institute, we have the Carbon
Trust; but their combined budget is only £500
million, compared with Germany’s budget of ƒ1.3
billion. What Germany also has is a strategic intent.
It focuses its expenditure, whereas we have open
competitions. We tend to spread the resource around
the UK, partly because of political reasons, but also
partly because of the number of institutions actually
handing the money out.

Q111 Chairman: We are being told in our briefing
notes that the Budget 2009 provided us with £1.4
billion extra targeted support for the low-carbon
sector, so where has that money gone?
Nigel Perry: I think that money has yet to appear.
The strategic infrastructure fund, which is what the
Department for Business, Innovation and Skills is
now looking after—it’s a bit diYcult to catch up with
all the acronyms.
Chairman: Don’t worry. We struggle, too.
Nigel Perry: It was several weeks before I realised the
S stood for skills and not science. I think the strategic
infrastructure fund is the start of the emergence of
that and I am confident that the North East will be
the recipient of chunks of that fund.

Q112 Mr Murphy: Going back to the German
model, it is fair to say that while both national and
regional government very much support industry
there, the private sector firms themselves invest very
heavily in research and development. I was fortunate
enough to visit a small company last week in
Morpeth, which had just relocated from Germany.
They invest 10% of turnover year on year; not the
profits—the turnover.
Nigel Perry: You are absolutely right. The challenge
that that gives us is: which is the cart and which is the
horse? The German model is roughly 50:50 public
sector and private sector, with one third public sector
as a core grant, one third competitively are FP7-type
projects, and then one third private sector
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investment. The challenge for me and for us is the
“cart before the horse” argument. Both CPI and
NaREC have been very successful in attracting
private sector investment, because of the presence of
the public sector intent. What I am arguing for and
in answer to Phil’s question—what the Government
can do is turn up the volume. The model is there; the
model works. Turn up the volume. De-risk it and
make it work.
Chairman: That is very valuable. I am going to jump
the next section, because in lots of ways you have
responded to Innovation Nation. You have
responded to the stuV we had from the Budget and I
am moving on speedily but importantly to skills.
David is going to lead on skills, because we realise
this is critical.

Q113 Mr Anderson: Petrina, the brief we have shows
that skills levels in this area have improved quite
dramatically over the past few years, but there is still
a lot to do to achieve the average for the rest of the
country. What are we doing to try to bridge that gap,
particularly in the older industrial areas where, if
anything, in pockets, things are even worse than the
average for the region?
Petrina Lynn: One of the things I was going to
introduce following the previous discussion was the
role of National Skills Academies. We have
academies either developed or evolving and we have
got one in power that is presently putting a business
plan together for the key employers for the sector. I
picked up Dari’s point about how can we bring back
the private sector into this agenda? I wonder if their
focus is very much on the skills needs of the sector.
However, the whole infrastructure agenda has to be
part of that dialogue as well, so I was just thinking
in terms of missing a trick there. NSAs, as they are
commonly called, are looking at those skills needs
and through that they are identifying the training
that is needed to bring the work force, or the
potential work force, up to the level of skills that are
needed by that particular sector. They have a close
relationship with the sector skills councils and I will
hark back to the point I made that it is the SSCs that
are responsible for developing the appropriate
qualifications that will then be funded through the
public purse through our provider base. That
structure is starting to come to fruition, in that we
can see the shift in provision, and what we are
actually delivering is much closer to the needs of the
individual in terms of that phrase that I use, which is
that it must have currency in the sector, both for the
individual and for the employer. We are organised
very much on local authority patches, so we have
teams of staV who work on their local authority
patch to look at the specific issues and needs of their
local area to look for the solution for that area.
Again, that comes back to one of the first points,
which is whether we are working together, and I
would say that we are. Obviously all of that can be
improved, but nevertheless we work closely with the
local authority, the RDA, the provider base, the
employer base and so on, to get the solution that
meets the needs of the local authority patch. But
equally, we are part of a region and we have a mobile

work force. I do not think we can forget that either,
in terms of the fact that individuals have choices. It
is important that we recognise the skills of the
region, as well as the skills in particular where we
have issues and pockets of issues. Some of them can
be quite diYcult to address. It is not so much about
developing skills, but it is about geography. Where
the employers are based is not necessarily where the
populations live, or where we have issues. It then
becomes about transport, infrastructure, and
people’s willingness to move to where the work is, or
where the jobs are.
Chairman: SMEs always have a problem and we
understand that. David, are you okay?

Q114 Mr Anderson: I have just two quick ones. Is
anything specific being done to attract older people
back into the work force? Perhaps it could be
upskilling, because a lot of the things that we were
talking about this morning concern engineering and
aVect engineering production. A lot of people used
to work in mines, shipyards and so on, and probably
have not used their skills for some time. I know that
the under-16s are not part of your remit, but another
point Denis made is whether anything is being done
to make this type of work more attractive.
Petrina Lynn: Yes. I will mention adult
apprenticeships first of all. Our biggest growth in this
region has been in adult apprenticeships—or second
chance apprenticeships as some people call them, or
whatever. The issue is perhaps one of budget—as it
often is—and the fact that the key target and focus
is the 16 to 18 age group as well. There is good reason
for that, which is demographics, because we are all
aware that the biggest time bomb that we have in the
region is an ageing work force and we do not have
the same scale or volume of young people coming
through. There is also a concern, which is that when
we have talked about the image of sectors, it is about
young people’s and parents’ perceptions of sectors.
Let us not forget that some of these parents were
made redundant in these sectors—second and third
generation and so on—and they still visualise those
sectors as they knew them, and what happened to
them and what their personal experiences were.
There is also a very traditional view of what
engineering is. So, yes, we are trying to do
something—the sectors themselves are trying to do
something. We are working as an organisation with
the Connexions service because, again, we have got
to ensure that the guidance, information and advice
that are being given out—both to adults and young
people—are up to date and appropriate and that
they understand the economy that we are working in
and where the growth sectors are. Similarly,
economic development teams within local
authorities have to understand these agendas as well.
That work is being done. We also do other work.
Interestingly, I was in a school last Friday in
Middlesbrough, doing some work with a sixth-form
group about growth sectors. I was trying to change
their views around their understanding of the
employment base—the employment base within the
region—just to try to move them into diVerent ways
of thinking about options and opportunities.
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Q115 Chairman: That is interesting. Did you
actually consider taking in some of the young
apprentices themselves? I often think that we have
the best will in the world, but they have the most
powerful way of saying—
Petrina Lynn: Absolutely. We do that quite
commonly, not least in the sense that—forgive me,
but they do not want a 50-year-old grey man in a
grey suit; you are dead right.
Chairman: Or a beautiful woman. You are quite
right.
Petrina Lynn: They want someone they can perhaps
relate to. The other critical thing is that we always
think we know what they want, or need, in terms of
what we tell them. The best thing is what is
important to them. I actually checked with my 18-
year-old what he would want to know, to make sure
that I was pitching it at the right level.
Chairman: Denis wants to go on. The Leitch Review
made it clear to all of us that if our economy is to be
successful and globally competitive, 90% of the
population should be qualified to level 2 and 40% to
level 4 by 2020. I have done the figures and it is an
impossibility for us to reach that. On that daunting
note, Denis wants to come in.

Q116 Mr Murphy: Briefly, it was just to say, Petrina,
that in every previous recession, apprenticeship
numbers have diminished fairly dramatically. Is this
one any diVerent?
Petrina Lynn: Part of the issue on apprenticeships is
that what we look for is employed status from
employers. The diYculty we have with the present
climate is employers willing us to employ from what
we call day one of the apprenticeship. We have some
ways of attempting to manage that. The TTE
Technical Training Group for the process industry is
an example where TTE, as a provider, will employ
the young person and the employer will sponsor that
individual young person. I think it is fair to say,
though, that the big influencing job that we have to
do over the next year is to influence employers to
continue training and to continue sponsoring the
apprentices for their sector. Otherwise, the big
danger is that we end up where we have ended up
before, where we have a big gap in skills. I think we
are treading water slightly at the moment, but it is
going to be one of the new National Apprenticeship
Service’s biggest challenges. We are looking at all
sorts of strategies to support employers to ensure
that we keep the volumes going through, but I would
tend to say that that is not a diYcult area to address.
Chairman: We think you are doing very well, to be
straight with you. We saw over 4,000 more
apprenticeships start between 2006-07 and 2007-08,
so we know you are getting there.
Petrina Lynn: Engineering is very buoyant within
those figures.
Chairman: Getting there quickly enough is the
concern, frankly. David is going to end the morning
for us.

Q117 Mr Anderson: We had evidence from the North
East Chamber of Commerce that said that inward
investment for R and D in this area was much less

than other areas, particularly the East of England
and South West Scotland. There was a comment on
that. Everything that people have told us this
morning links back to getting more investment. If we
can get increased investment, can you give us some
idea of where you think we can be in the next five, 10
or 15 years?
Chairman: So why are we not getting as much
investment? What are we doing wrong?
Nigel Perry: I’m not sure I agree with that statement,
Dari. Look at the process industry, for example.
While Stan Higgins will elucidate a large pipeline of
potential investment, you have to recognise the
Saudi Basic Industries Corporation’s polyethylene
plant at Wilton and the Ensus bioethanol plant at
Wilton, which I think, between them, probably add
up to two of the largest investments in the process
industry in the UK. I think other areas may compare
unfavourably, but in the process industry, the North
East is probably capturing the investments it is
possible to capture. My perspective of where we
might be in 10 to 20 years’ time is that, with strategic
intent and constancy of purpose, there is absolutely
no reason why the North East should not be a major
player in the global printable electronics market or
in the global industrial biotechnology and low-
carbon markets. Alan can speak of his visions for the
North East, but those are significant goals that
would be transformational within the North East.
Chairman: Smashing. Petrina, do you want to come
in? Alan, I am going to leave you till last.
Petrina Lynn: No, I will leave this R and D point to
my colleagues.
Dr Rutherford: I am not quite sure how it is
calculated and whether it includes private sector
European money.
Mr Anderson: Sorry to interrupt, Alan. The
Chairman’s comment was particularly about
Government investment.
Dr Rutherford: Do you mean Government
investment from the UK Government? We have bid
for a number of research contracts, some of which
we have won and some of which we have lost. We are
on a bit of a learning curve because, certainly
compared with the golden triangle of Cambridge,
London and Oxford, we have found that they are
pretty professional at being able to listen to what is
really needed and design their bids accordingly. We
have learned the hard way about that. We have put
together what we thought were exceptionally good
bids, but they did not get through simply because we
were not close enough to the people who were
judging the bids. It is a learning curve, and I think
that we are getting better at it. On the European
front, if I can move on a little further, there is a lot
of funding out there. We really have to become
perhaps a bit more partisan. From the economic
recovery fund that came out of Brussels, for
example, £40 million was allocated for an oVshore
wind test facility—exactly what we are geared up to
do; exactly what we do. It went to Aberdeen direct
from Brussels in the allocation. It was Brussels
money—why did that not come through the UK
Government? Why did we not get a chance to pitch
for it? Again, this is a learning curve as to how
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partisan you can be and whether you have people
plugged into the right place. We tried to reverse that,
but we were told that it was absolutely irreversible
once it was written.
Chairman: Absolutely.
Dr Rutherford: As it happens, I do not think that
Aberdeen can spend the money. They are now
talking to us to see if we can help them.

Q118 Chairman: Good. In 10 to 15 years where are
we going to be? Leading the way?
Dr Rutherford: I think that we will be leading in
some fields and we will have strong partnerships in
other fields. I am optimistic, because I think that we
can do it. It will need a lot of eVort and it will need
some partnerships, as we cannot do it alone. I think

Witnesses: Alan Clarke, Chief Executive, Alan Welby, Director of Strategy and Ian Williams, Director of
Business and Industry, One North East, gave evidence.

Q120 Chairman: May I just say a very warm
welcome? I know two of you very well and the third
merely well. It is a great pleasure to see all three of
you this morning. I know that you have heard me say
this, but we are very grateful that you have found
time in your busy agendas and busy diaries, and I
mean that on behalf of myself and my colleagues,
including David. We hope that you see this session
as valuable. EVectively, we are asking the same
question in a diVerent way. Where are we in the
northern region? How can we ensure that the
development put in place has value added? Is One
North East doing everything it can? In saying that,
we do not for one minute, Alan, wish to imply a
criticism. We believe that the question, when it is put,
will be answered. To date, when it has been
answered—and it has been answered time and time
again—your organisation has come out very well,
and that is the absolute. So thank you to all of you
for making time. I was hoping that you would
tolerate the fact that we would go until 12 o’clock. I
was also hoping that you might want to spend five
minutes introducing where you believe you are in the
region, just to give us a sense of the priorities as you
see them. Alan, do you want to lead?
Alan Clarke: We very much welcome this
opportunity as well. I have been chief executive of
the agency for six years, but, as you know, we have
been in existence for 10 years now—we were
established in 1999. The circumstances we have been
operating in have been very diVerent over the last 12
or 18 months, with the recession, than in those first
eight or nine years. We have had additional
responsibilities added to what we have been doing.
So although it is one agency, we have been through
three or four diVerent phases, and the economy we
are operating in has as well. On the positive side, we
have hit all our financial and non-financial targets
over that time, but, in a sense, you would say we
should do anyway, so that is just a starting point. I

we will have to have inward investment from people
who are already in the field, and we should not be
afraid of that. I do not think that we can be.
Chairman: Hear, hear. Petrina.
Petrina Lynn: I agree. I think there is a real potential
in this area for us to take the lead, but there is also a
danger that we could lose it if we do not move
forward. Other countries don’t have the same sort of
bureaucracy issues.

Q119 Chairman: May I say to all three of you, thank
you very much? That was a serious gallop around
some very important issues. I know that there will
have been moments where you might have said to
yourself, “I wanted to say that,” but we have been
beaten by the clock. If there is anything that you
want to add or anything that you want to send us, we
would be more than grateful to receive it. Let me say
thank you once again. I know everybody’s diaries
are overwhelmed, but we are very grateful to you.

believe that we have shown leadership in the region
but very much work in partnership with all other
agencies—private sector, local authorities, MPs and
so on. There is no doubt that leading up to the
recession, because of all of our eVorts, the economy
was doing significantly better in the North East—
our gross value added growth, admittedly from too
low a base, was better, employment levels were
increasing, unemployment levels were lower, the
economy was becoming more diverse and doing the
sorts of things in the new areas of technology that
you have just been hearing about and talking about
this morning. I think that educational achievement
levels, with lots of eVorts through the schools and
others, have improved, as have skill levels.
Underlying all of that there are some real issues,
because we have been going through a long-term
restructuring of our economy over the past 50 or 60
years and it’s always useful to put what’s happening
now in that context. On the positives, I think that the
image of the region is significantly better than it was
for visitors, for investors, for companies and so on,
although, interestingly, for international visitors I
don’t think that the image of the region has ever been
an issue. I think that they have taken a hard-headed
business view that if the North East can oVer what
they want, they have been very happy for the past 30
or 40 years to come. It is more a home-grown lack of
understanding of what we do and what we can oVer.
I think that there is a greater confidence and a more
outward-looking approach from the region as well.
I think that there have also been major strides in
relation to the physical regeneration of the region. It
looks, not uniformly, but mainly, in a much better
condition than it did in both urban and rural areas.
This was way before us, so I am not claiming credit
for all of it, but there is the reclamation of coal
mining areas and so on, as well. Tied in with that—
let’s face it, we are not brushing things under the
carpet—the levels of business formation and the
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number of businesses aren’t great enough, skill levels
need to be higher, and we need a bigger and more
dynamic private sector and a more productive
private sector. There are still people who are
excluded from the good things that have happened,
so there are still pockets with high levels of
unemployment and people on incapacity benefit and
so on. We cannot, in any way, turn our back on those
people. Going back to the earlier discussion, we have
a real need to focus on younger people at the
moment. Because of the recession, the danger is that
younger people might not have the job opportunities
that they would have had in the past eight or nine
years. It is always diYcult—if you do not get into
work at a young age then it is far more diYcult to
deal with later on in life. Also, graduates coming out
of universities at the moment have got potentially
less opportunities for a year or two until things start
picking up. Just another couple of things from me,
more in terms of the agency. We have always been
business-led in terms of the board, but with a real
mix of people on our board. It is perhaps surprising
to some people, but 40% of our staV have private
sector experience so, although we very much work in
the public sector with the private sector, we have a
lot of staV with private sector experience as well and
the best of both, I think, which is what you need to
have. The other thing that I would say is that we
have worked hard to try to work out what is the
unique selling point of an agency such as ours and
how can we focus on and prioritise the small number
of really big transformational programmes and
initiatives that would make a diVerence. In a sense,
if we do not do that, with our regional remit and with
some flexibility with our single programme, how can
we expect others to do it? I would like to go through
some of that that quickly. One aspect is the whole
area that we talked about this morning of science,
innovation, centres of excellence, and new areas of
technology, new industry and new jobs. On physical
regeneration, I think that it is more the vehicles that
we have put in place, such as Buildings for Business
with UK Land Estates and working recently with
Langtree. There is also manufacturing productivity
through work that we did with Nissan that then
developed into MAS-NEPA. I think tourism and the
regional image campaign—Passionate People—is
done best at a strategic level, properly financed over
a period of time. I think that another part is some of
the major inward investments and the strategic
account management that Ian does. More recently—
this is somewhat of a negative but, nevertheless,
something that needs to be done—we have been
leading on the response to major job losses. I have
personally led on Northern Rock, Nissan and now
Corus, with lots of help from others. We have had 94
response groups in the past 12 months for when you
get maybe 100 or 120 job losses. Having said all that,
though, I am very positive about the future. I’ve
been in the region since 1977, and I believe we’ve
come a long way, so I see the recession as a big but
temporary blip, with a great long-term future for the
region as long as we all roll our sleeves up and show
some leadership and be confident and optimistic

about the future without brushing issues under the
carpet. In broad terms, that’s how I see it, but Ian
and Alan might not.
Chairman: That is really valuable.
Ian Williams: I am sure we’ll expand on it later, but
it is the balance between dealing with the issues that
we are facing now and not losing sight of the long-
term opportunities where the region has got to
present itself going forward. I’m sure we’ll bring that
out in the debate this morning, but there are some
real challenges in terms of the short-term here and
now. We’ve got to keep our companies alive and put
them in a position to thrive going forward. That is
tough, but it is one challenge that we are all certainly
up for. 1

Q121 Chairman: Tough in terms of product
development or tough in terms of confidence that
there is going to be a finish to this awful period?
Ian Williams: It depends on the sector you are in. It is
about uncertainty, the future, availability of finance
going forward and the confidence of the guys who
are buying your products and services. So, it is a
confidence thing—there is no doubt. We are seeing
signs of easing in some areas and some sectors. There
has been a lot of destocking in many sectors, so
people are ready to start moving; it’s just that there’s
still a feeling out there in the global marketplace of,
“Who’s going to go first?”

Q122 Phil Wilson: So, it’s confidence?
Ian Williams: It is.
Alan Welby: I won’t add too much to what Ian and
Alan have said. I am relatively new to the region,
having started my job in February, but I have come
back to the region, having studied here in the early
’90s, and I can really see the diVerence in the
region—in the people, the confidence, etc. Similarly,
with the track record of this region over the last 10
years, it works here. I can compare that with the
region I was working in, in the West Midlands. It
works: the way we work together, the partnerships
we put together and the track record with the stuV
that we were talking about earlier around innovation
and the work that has been put in place—the
building blocks in NaREC and NETPark. I sit there
and think, “What did we do in the West Midlands
which had a similar impact and ability?” and I have
to say there is something to be proud of here, but that
is not to rest on our laurels. The challenges that Alan
has outlined are real and really challenging for us,
but the work that we’ve done here and that
partnership work here—they really do.

Q123 Chairman: That is really valuable, thank you.
You are absolutely right; I think all of us would
concur that we’re hearing from many people—
mostly the older ones in our communities—“Oh,
here we are again.” There’s that awful sense that
we’re going to go through the ’80s and the early ’90s
again, and it is daunting. It is daunting for them and,
invariably, there is that shadow. I’m going to start,
Alan, by looking at the One North East regional

1 Ev 115.
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development statement, which encouraged us all to
believe that what you want to see is drive and a co-
ordinated regional economic development, and that
that would ensure that we have regeneration. In one
of the documents you published in 2006, “Leading
the Way”, language such as “vibrant, self-reliant,
ambitious and outward looking” was very valuable.
They are all things that we want to believe are
features of our region. Other references included,
inevitably, a “dynamic economy, a health
environment, and a distinctive culture.” I am going
to ask you the question of questions that you would
anticipate, Alan. To what extent do you believe that
the workings of One North East match its mission
statement?
Alan Clarke: I think the workings of One North East
very closely match this, but we always have
emphasised the job of implementing the regional
economic strategy, which everybody in the region
signed up to in all sectors. Unashamedly, it was a
very ambitious strategy in 2006, and don’t forget this
was well before the recession came along. In some
ways, people were maybe feeling more optimistic
then about the future, but should still do so. We
made it very clear that, with our what was then
probably £280 million a year single programme and
the assets that we have as an agency—our land and
the quality of our people, which is important, in
terms of the capacity and skills of the people who do
this—we could only contribute a certain amount
towards its implementation. In the overall order of
investment that’s required, both public and private,
our bit is very important. It can often be the catalyst
and obviously lead the development that others then
come into. I don’t think that we ever felt that, if One
North East got its act together and we corralled
ourselves behind the regional strategy and the
priorities, it would, in itself, transform our region
and suddenly turn us from 80% to 90% of the
national average in 10 years. We very closely
followed up the preparation of the strategy with an
action plan for it with other partners. Is the LSC
aligning its funding with this? Are local authorities,
where they can, and outside their core services—with
their land, planning and highway functions—on
board as well? Can we be a bit smarter about
attracting private sector investment? The issue was
raised earlier about whether we can try to get more
public R and D investment towards the north,
because our record on that, sadly, is not as good as it
should be. We were working on that for two to three
years. I think that things were going in the right
direction, as the statistics were beginning to show,
and then we moved into the recession. But the
diVerence between this recession and others is that
this is an international recession. It is not like this
region alone has got some major diYculties and
most other places are doing all right. Relatively
speaking we are holding our own at the moment—
without being complacent. You can always look
back and say, “Perhaps we could have done that a bit
better”, but overall we have tried to focus on what
our strategy said. If we have led the preparation of
it, we need to make sure that we are seen to be
delivering it, but we cannot do it on our own.

Obviously, Alan Welby is in charge of strategy, and
he will have to start preparing the next strategy with
our partners as well.

Q124 Chairman: As far as I can remember from the
briefing notes, you inspired NaREC and other
organisations to ensure that collaboration across the
piece was taking place from Northumberland to
Redcar. We hear that that has been very eVective.
How have you worked similarly with the banks? Is
there a gap?
Alan Clarke: Prior to the recession, our relationships
with the banks were probably not particularly
strategic—for instance, Margaret Fay and I didn’t
spend a lot of time with regional bank managers—
because in some ways so much money was available.
Perhaps, in retrospect, it was too easily available, as
we now know. Also, in Ian’s area of work in terms of
attracting companies from abroad and helping those
in the region to grow and develop, we would have
just thought, “Things are working reasonably well,
so we shall leave the director responsible for that
area to build up the relationships.” I think though,
at a broader level, the one strategic area that we did
identify, going back some years, was a lack of
venture capital and proof of concept funding to turn
the sort of ideas that the scientists are coming out
with into manufacturing opportunities. So we have
set up a very substantial suite of venture capital and
other access to finance and are now moving to set up
a JEREMIE fund using European funding. So I
think that we have identified that. Since the
recession, we have had at least three strategic
meetings with all the major banks in the North East,
chaired by Margaret Fay. At the first one, they felt
that we were going to be just very critical of them and
ask them to account for themselves. It is not
Margaret’s style to do that—or mine. So people were
probably a little quiet at the first meeting, but by the
time that we got to the third meeting we were having
much more productive discussions about how the
enterprise loan guarantee scheme is going, how
things are looking in the housing market, what
might be the implications of Northern Rock and so
on. In terms of more regular contact with the banks,
other than what I have described, Ian would be a far
better judge than I of how we work with them.

Q125 Chairman: I want to ask you a couple more
questions, because I see you as the power behind the
throne, as they say. I see you as actually heading this.
So I want to ask a diYcult question. We face
challenges that are very clearly specific to the
northern region. In those specific challenges, I want
to add one question. You clearly encourage
collaboration, but to what extent do industry,
commerce and universities want to be centrally part
of that collaboration? Have some organisations
pulled away, not wanting to spend the time, in the
belief that they have better things to do with their
time, or have we seen a full collaboration? It is
particularly problems that we have that we have to
acknowledge, if we are going to in any way reduce
them. Who, in all this collaborative work, pulls away
from it?
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Alan Clarke: I think I would agree with the
representative from the LSC that the track record of
the region in collaborating, overall, is extremely
good. But I wouldn’t try and pretend it’s marvellous
all the time, and that everyone is easy to deal with.
It’s not always the easiest way of working, to get five,
10, 15, 20 key people, organisations or institutions to
agree that these are the top three or four priorities,
and we all ought to focus our investment, time,
corporate plans and staV to achieve these. To be fair,
everyone’s got their own institution, organisation,
local authority, bank or whatever it is, and their own
masters, priorities and targets that they have to hit.
I think it’s always best, in my experience, when you
are leading this way, to collaborate for a purpose. I
think if you can demonstrate to people that there is
something in it for them, as well as the region,
businesses and people who live in the region, by and
large, you are more likely to get the sort of
collaboration you want. Also, you have to avoid
talking shops, because that can be very time
consuming if it doesn’t lead to a purpose,
particularly at diYcult economic times. Sometimes,
having the single pot is both an advantage and a
disadvantage. Sometimes it can bring people to the
table because putting an amount of money into an
initiative is a way of encouraging others to come in
and put in some of their finance, time or other sorts
of assets. Sometimes, collaboration is also necessary
in order to attract big money from outside. I think
the universities have realised that far more in recent
times. The Higher Education Funding Council for
England has encouraged collaboration of
universities. We have managed to get Newcastle and
Durham universities working together on the Angel
Alliance—the photograph was taken at the
Gateshead Angel of the North; that was outside
their patch, if you like. What they have seen since is
they’ve brought in about £3.5 million of external
funding. Both institutions have said, “We still are
individual institutions and have our core business to
do. But we can now begin to see that by
collaborating and getting some critical mass and
looking at areas of specialism—if you can compete
with American or European universities—then
Durham and Newcastle are there in their own right.”
Local authorities collaborating in Tees valley have
done a lot of that—obviously, having two new
unitaries is a good step forward—and Tyne and
Wear as well. I think you always need to know when
you need to peel oV from the partnership and get on
with some action and implementation and do things,
and when you need to come together. But it’s
collaboration for a purpose with a clear intent. On
occasions, you need to have some very direct
conversations with people and be very unpopular.
You say, “Well, we won’t give some money to that”
or, “We won’t support that priority unless you come
and join in this debate.” European funding is
something we manage at the moment, and it’s quite
a bureaucratic process to get European funding, but
we will manage, and it’s important the resources are
available. We need to encourage. But sometimes, I’d
rather it was through consensus. On occasions, you
need to be quite robust and have some very direct

conversations with people. You also have to show
that you work in a partnership well yourself, because
otherwise, the credibility is not there. It is a dark art,
I would say.

Q126 Chairman: These are not your words, but they
are certainly mine: I’ve always worried that we have
two universities that would strikingly place
themselves as the best, and therefore, they needed no
involvement with others. But I won’t ask you to
comment on that at all. Ian, it would be valuable if
you could take up the banking issue. At the same
time, could you inform us whether, when your
budget was reduced, as it has been since 2008 to
2010–11, you were you consulted by the
Government? How and in what way did you feel that
the consultation process was positive, that it
wouldn’t damage the RDA’s delivery in any of the
priority areas?
Ian Williams: There a number of questions to
respond to. I will try to take the banks first of all.
From my perspective, going back to the good old
days before we all entered into this global problem,
I think there was almost complacency. I hesitate to
use that word, but there was complacency on the
banks’ side, in terms of a need to engage eVectively
with a whole range of stakeholders. Because they
were all in a fiercely competitive position and—dare
we say it?—awash with cash at the time, they were
fighting over themselves to construct deals. Clearly
that situation has now gone and what we are now
seeing is certainly a willingness and an
understanding of how we can work all constructively
in putting together financial packages, with the
banks understanding the publicly financed products
that we have in the marketplace, which can actually
add value to them as they restructure their balance
sheets and other things, to make things happen.
What I can say in terms of the engagement across the
piece is that we meet quarterly and I meet monthly
with all these guys, but I am detecting a real sense of
urgency on the banks’ part now to engage with
Business Enterprise North East in trying to
articulate their requirements in a better way, so that
there are less shocks for small and medium-sized
enterprises and for other companies that want to
engage with the banks. We are trying to get to a
situation where we have really eVective relationship
management between the relationship advisers paid
for by the public sector and the banks, in terms of
that engagement. That is really positive and it is
certainly a step forward that I have not seen in the
five or six years that I have been working in this
space for One North East. So, as I say, I think that’s
really positive. What I can say in terms of the
Government schemes is that the enterprise finance
guarantee scheme did not get oV to a good start. It
was quite clear that the banks’ interpretation and
understanding of that scheme was not ready from
day one. That caused some chaotic scenes. The
advance publicity that was generated and promoted
clearly raised expectation in the minds of SMEs of
what this product was. It is only now, when things
are beginning to settle down and first, the front-line
staV in the banks understand that and, secondly, the
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intermediaries understand how this thing works,
that we are actually seeing trends starting to settle.
With this particular scheme we are probably slightly
ahead of our industrial weighting, in terms of
population per business. Do I think that this product
is the answer to all our problems? Absolutely not. It
is another product that is on the market and it is one
that helps in some way. What I will say is that I still
think that there is still a degree of caution out there
in the banks and it’s clear to me that they are still
obviously attempting to rebalance their balance
sheets. That is going to take quite a while to work
through the system. Despite all the words and the
rhetoric that they may come out with, there is still, in
my considered opinion, quite a way to go on this
one.

Q127 Chairman: They are still risk averse?
Ian Williams: Yes. The impact of that, Chair, is that
it would appear that they are keen to work with
existing business, but I am seeing less appetite for
new business opportunity, in some sectors in
particular. That is clearly a concern for any region,
but certainly it is a concern for our region as we
clearly have to bring more business stock into the
region. In terms of the budget rates, I don’t know
whether Alan wants to start this conversation,
because he was clearly more at the top table of
discussions or otherwise, so I will maybe defer this
one to him.
Alan Clarke: Briefly, in our budget for 2009 to 2011
we have had £49 million worth of cuts. In answer to
your question, some of the cuts we knew about and
sort of supported them, because in a sense they were
to fund something that we thought was important
for the economy, or it was part of the comprehensive
spending review. In one particular case, it was very
much a surprise to us and we found out about it
afterwards. So the true answer is that it varies.

Q128 Phil Wilson: Can I just ask if that £49 million
is spread out over the three years?
Alan Clarke: Two years. So, in round figures, it is
about a 10.5 to 11% reduction in our budget and it is
particularly heavy in capital; with capital, we have
had to go around renegotiating with partners what
we can and can’t do. However, to give a balanced
answer, the CSR saving that we had to make, which
was 5% a year going back a few years, was well-
trailed. The Treasury told us that that was what we
had to do and we planned for that. So we dealt with
that and that’s fine. There was some money that we
agreed to contribute towards a national scheme to
help businesses. One of them will be the one that Ian
has just talked about in respect of the pre-Budget
report, but we agreed that with what was then BERR
before it became BIS. Again, it wasn’t a surprise; we
knew about it. The RDAs were part of that
discussion. The most substantial reduction was last
September and in some ways I have moved on from
that now, but you have asked me the question.

Q129 Chairman: Alan, if we don’t, we’ll do it again.
We must make sure that we learn from our mistakes.

Alan Clarke: Understandably, at that point last
September the Government had to take a view about
what the relative problems of the housing market
were compared to those of the economy, so it is
always a judgment at that particular time. A very
significant housing package was announced at that
time, and unfortunately £300 million-worth of that
was funded from the RDAs and basically imposed
on us. Our share of that was of the order of £35
million capital over two years. I am very pragmatic.
We have been through a process, and as a chief
executive you take it on the chin and focus on the
money you do have access to, European money and
so, and on the refocusing of money through the
recession, but it makes it genuinely more diYcult to
manage your corporate planning and programmes,
and also the reputation that you have with key
partners with whom you have been involved in a
series of discussions over time. The size of the cut
and the speed with which it happens just makes it
more diYcult for me as chief executive, and Malcolm
Page, our deputy chief executive who looks after
finance, and the board have to reprioritise at short
notice. The lesson is that with those sorts of
reductions that are trailed beforehand, and which
you have advance notice of, you can do something
to revise your corporate plans and perhaps warn
some of your partners that there are diYcult times
ahead. I am never someone who would shy away
from needing to do more with less. I understand that
we have to be more eYcient, get value for money and
lever in private sector money. We still have a
substantial budget. You would always like more,
and clearly my priority is the economy of the region,
people and skills, and the innovation agenda, but we
also now need to make sure that we make really good
use of the European programme that we have in the
region. However, we need match funding available
for that—it does not come 100% funded. I think that
that is a pretty straight answer to the question.

Q130 Chairman: That is very valuable. Alan, I have
one more question which you might like to pick up.
What has One North East done to identify regional
needs in the current economic climate? How has the
organisation responded to them? Ian and I hit
depression levels—let me tell you—and that is not
because it is all down but because most of it is
diYcult in terms of defining the problems and then
reassuring ourselves that we can achieve workable
solutions. Have you had any involvement in
identifying regional needs and putting together
policies that have responded to them?
Alan Welby: Most of this started before I came on
board and so Ian will perhaps help me a little with
the full details. Yes, of course we do that. That is the
game that we are in—understanding the region and
its challenges and needs. It is part of a longer-term
process. The regional economic strategy was based
on sound evidence and an understanding of where
the opportunities and challenges lie. Throughout the
process of recession we have had to be fleet of foot in
understanding that. As Ian and Alan alluded to
earlier, that is down not just to the big-ticket
challenges around Northern Rock or Corus, but to
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specific issues that will come through. Looking
forward to the integrated regional strategy, that has
been at the core of the pre-work we have been doing,
looking at the drivers and at the challenges ahead of
us. When the challenges come forward about where
we spend our money and how we intervene, we have
the evidence base to back that up. I think that we
have good in-depth knowledge of the region, as I
said in my earlier remarks. It works here, and that is
partly down to the understanding that partners
bring to it. Ian, do you want to add anything in terms
of the specifics of how we have approached that?
Ian Williams: We identified throughout this process
that in terms of working with our partners—our
relationship management engagement—we needed
to step up and do more, because quite clearly a
number of those companies moved from a green to
an amber and we needed to work very closely with
all the people in that cycle. We have done a lot
through our strategic management engagement
programme and have introduced specific actions as
a response to the current problems and needs. Access
to finance has been a major issue, and we have
addressed that by putting additional money through
our grant schemes on the research and development
side and on the business investment side. We have
put additional money through our investment funds
in anticipation of the banks bringing the new
products out. We were the first regional development
agency to respond to the transitional loan fund. We
started with £2 million and went to £9 million in
advance, and we have utilised that fund to provide
support. We have supported something in the order
of 75 companies at a particularly diYcult time in
their lives, in advance of the banks coming in. We
continue to look at our portfolio. We are bringing
out a pilot on large company R and D, because for
specific areas of the region, we wanted a flexible fund
to be able to respond specifically on some R and D
activities. That is very much at the pilot stage. We are
conscious that not enough SMEs are doing research
and development. Not enough SMEs understand
what R and D can bring for them, so we have just
recently made arrangements for—again, we were
one of the first RDAs to bring this out—£2.4 million
through Business Link for innovation vouchers.
SMEs are given a taste of innovation through a
voucher, up from £3,000 to £7,000, with the
intention of getting SMEs to think about innovative
product design and service design. We have to do a
lot more in terms of encouraging our companies,
because clearly our competitors are doing that.
There is a series of other things that we have brought
out. There are far too many to mention today, but
yes, we do look at the current portfolio we have. We
look at those needs and we work with partners to
address solutions to those particular problems, but a
lot of our focus in the last year has been on access to
finance. We have done a lot of extra work through
Business Link in terms of additional health checks.
I think we have done something like an extra 3,400
health checks through Business Link, and have
certainly supplemented Business Link funds so that
it is able to respond not just on diagnostics but with
cash interventions in those SMEs. A considerable
amount of work has been done.

Chairman: That is very valuable. Ian, if there is
anything that you could supply to us, such as
additional papers you have written on this issue, we
would be most grateful to receive it.2

Alan Clarke: Sorry to interrupt, but could I just add
one point? We have a chief economist in the agency
and he has been very good at giving us higher-level
economic intelligence in terms of, at the strategic
level, unemployment levels and then, geographically,
where the particular pockets or hotspots of
unemployment are. Durham went through a
particular time when large-scale manufacturing was
closing. Obviously there is the situation with Corus
at the moment. This also involves the state of the
housing market. We do have a strategic ability
within the agency to monitor how things are going
in the economy and then, from a bottom-up point of
view, through the local authorities, find out more
about the needs of particular localities, people and
communities. I would like to add that to what Ian
has talked about.
Chairman: That was very valuable. Phil, do you
want to move us on to business in the North East?

Q131 Phil Wilson: On small businesses in particular,
one of the objectives of the document, “Leading the
way”, was to increase the number of businesses in
the region. According to some research that we have,
the number of small businesses or VAT-registered
businesses is 41 per cent. below the national average.
What are we doing to improve that? Has it been a
traditional fault of the region? If so, why?
Ian Williams: Alan might want to give the strategic
overview, but my take on it is that this is a legacy
issue that the region has struggled to cope with for
many decades. We have clearly had a dependence on
too small a business stock. We have had, quite
clearly, some major structural change to eVect in the
last 20 to 25 years. There has been a reliance on very
large employers. We have had a successful track
record, certainly in the ’80s and early ’90s, of
bringing in large foreign direct investment, but that
clearly brings about its own problems in a very fierce
global environment. That has culminated in a
dependence on large and too few employers. We
have perhaps not had the aggression or the vision
that we would want in terms of entrepreneurship
within society—within our 2.6 million population.
That is a cultural thing that we have to change.
Perhaps we have been a bit risk averse in the region.
I am making general statements here, but I think we
have to address that, and it is all about putting in
place a lot of mechanisms to support the germ of the
idea. We provide a lot of money through coaching
activities, pre-business start-up, to get people
thinking about what the possibilities might be. The
agency puts about £5 million, with our partners, into
that sort of programme throughout the region. One
of the things we are doing at the moment is matching
the ERDF, which concentrates a lot of activity on
this pre-start-up, coaching activity, to encourage
greater awareness. In terms of the companies
themselves, we do a lot of work through Business

2 Ev 116–118.
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and Enterprise North East, which is in the lead for
us in terms of taking individuals through that
journey to start up the business. We have something
like £12 million established through the North East
England Investment Centre and Business Link. We
are the only RDA to have done that. It has been
quite instrumental and important in terms of
bringing other Government funds into play through
that mechanism. As I said, we have increased our
grant schemes to encourage companies to start that,
but this is a long journey. What I can say is, yes, we
are where we are, but if you note the figures from
2005–06—the last five years—we have had above
average start-ups in the region. There is a long, long
way to go. The recession of the last 12 months will
probably cause us to pause on that, but we were
making really good progress in terms of GVA and
certainly new business stock. Our survival rates have
improved, so we are making progress, but we cannot
expect this to be resolved with a silver bullet. I am
afraid that we have had to deal with too many
cultural issues and too much structural change. It’s
certainly something that we are addressing and
working with our partners on, because it is a priority.

Q132 Phil Wilson: How does the sustainability of
these start-up companies compare with other
regions? Is it better?
Alan Clarke: It is about the same now. It used to be
lower, but it is now the same. [Interruption.] We
need a quicker start-up rate. Just to add to what Ian
said, I was at the Young Enterprise business awards
recently. It was really inspirational to see people
from the age of 14 setting up businesses. In fact, they
were saying that it is diYcult to get bank managers
to take them seriously at 14, which I thought was
interesting—I would never have thought of setting
up a business at 14—as well as the range of ideas that
the youngsters had. I feel that Young Enterprise and
encouraging people from a younger age to think of
such opportunities is important. I know the sort of
work Teesside University is doing around the digital
sector, games technology and graduates coming out
and setting up small businesses. I think that there is
an opportunity in the creative industries.
Alan Welby: In the context of the long-term
transformation of our economy, what did the North
East used to do? It was not about small and medium-
sized enterprises, or a plethora of families working.
It was about people working in big industry. That is
how our cities grew up, so to transform the region is
a deep cultural thing. It is about what people engage
with, what they see themselves doing. I think that in
some parts of the region, that transformation has
taken place, but there are parts where it has not.
They are disconnected from the new economy and a
vision of how they can interact and play in it.
Schools are vital in that systematic approach, first
and foremost in providing education, which gives
people the best start, but then in linking them into
the opportunities of the world in the 21st century—
right now. That applies not just in central Newcastle
but in all parts of the region, in rural areas and the

pockets of real deprivation that we have, and it has
to start very early, because cultural things are very
hard to change.

Q133 Phil Wilson: Is graduate retention improving
in the region? In the past, people would get qualified,
get a degree, and then just leave the region. Has that
improved?
Alan Welby: It has improved. Again, the figures are
worth going into in a little more detail. Each
university is diVerent, so, for example, the type of
students who go to Sunderland will be diVerent from
those who go to Durham. But 88% of people from
the region will stay here, and, across the board, it is
58%. There is progress, and those are key building
blocks for the kind of economy that we want.3 I can
speak personally here. I am not from the North East.
I came up to the North East but did not think of
having a career here, I have to say, and left. Coming
back now, I think the region and the oVer for
students are completely diVerent, but I also think
that how students engage in graduate retention is
diVerent. There are lots of challenges facing young
people when they leave university. Where should
they go for a job? It is not just about where the job
is. It’s about housing and quality of life. I think that
the North East is really addressing those issues, and
that translates into people coming through. There
are new models as well. I am not completely au fait
with this, but when I left the University of
Newcastle, I did not keep in touch with anyone from
the region, and my connection to the region went.
From talking to people yesterday at Teesside
university, I learned that all graduates coming
through digital media have a Facebook page.
Wherever they are in the world, they are connected
to one another, but anchored back to the region.
While we are making that improvement in graduate
retention in terms of people physically staying here,
just as importantly, clever regions have to connect
global people back through new technology. I am
happy to furnish you with information about a lot of
projects that we have done in terms of placements
and linking universities to businesses. There has
been a real improvement there. Looking at new
models is also important.

Q134 Mr Murphy: Can I follow on from that with a
piece of good news, which I am sure you are all aware
of, about the situation in Wansbeck? Not too many
years ago, Wansbeck had the lowest number of
business start-ups anywhere in the United Kingdom.
It has now just won the regional competition for the
most business start-ups, and it is vying for the
national title. The work you are doing is now reaping
wonderful dividends. If someone had said to me five
years ago that Wansbeck would be in this position, I
would not have believed them. Equally, if someone
had said to me two years ago that banking, the
automobile industry and even construction would
be where they are today, I wouldn’t have believed

3 Ev 118–120.



Processed: 11-12-2009 20:53:06 Page Layout: COENEW [E] PPSysB Job: 434566 Unit: PAG2

Ev 40 North East Regional Committee: Evidence

3 July 2009 Alan Clarke, Alan Welby and Ian Williams

them. You mentioned Corus, Northern Rock and
Nissan: they are classic examples of organisations
and companies that have been caught up directly
with this global downturn. What other sectors in the
economy in the region have been as badly aVected or
are being as badly aVected?
Alan Clarke: I will let Ian come in, but I will give a
couple of examples. There must be parts of the
service sector that have been aVected. I am thinking
more—going back to the previous conversation
about graduates and so on—about law companies.
We have grown a number of major law companies in
the North East. That is seen as an opportunity for
graduates—Northumbria does a law degree, for
instance—and not just to get their first job in the
North East. Dickinson Dees is a well- respected law
company, and so is Ward Hadaway. Although that is
not in the media as much, partly because the jobs are
highly paid and for graduates and because the
numbers of people losing their jobs are relatively
small, the proportion of the sector who are losing
jobs is quite significant. Companies related to the
construction industry such as housing companies
and lots of professional consultancy services,
including Merz and McLellan, which provide for
architects and so on, have been aVected, although
some are finding work all over. FaulknerBrowns is
designing a swimming pool for Dubai, so it is
exporting its services, which is great. Ian is much
closer to the other sectors that are having their
strains and stresses.
Ian Williams: I don’t want to be called the grim
reaper. In terms of automotive, I will put this on
record: the way Nissan has handled its situation in
terms of the decisive action it took to right-size its
business has meant that some of its suppliers,
although it has been painful, have been able to get
through the current situation. Other models that
were adopted made it more diYcult for suppliers to
respond, and I think the West Midlands is suVering
particularly as a result. Staying on the automotive
theme, orders for oV-road vehicles—the likes of
Caterpillar and Komatsu—dried up almost
overnight. They are leading-edge companies, with
world-leading products, but the orders just dried up,
simply because other parts of the world were not
doing construction. We are seeing signs that a lot of
the destocking that was done is starting to come
back, but I am not going to predict that the trend is
emerging at this point in time, encouraging though
it is. What areas worry me? Dari and I have spoken
on a number of occasions and said that if you break
down the process industries, you find that there are
three sectors: bulk chemicals that are petrochemical
based; the pharmaceutical industry; and speciality
chemicals. Speciality chemicals tend to be holding
up, because there are some reasonable margins in the
sector. If you look at the pharmaceutical
industries—it is all to do with where you are on the
life curve of the product—generally speaking,
because they supply that industry, you will see that
their margins are also holding up reasonably well.
While we have got a lot of manufacturing operations
in the region, we would like more R and D associated
with that. We are still in a pretty good position,

because the skills are required and because the lean
practices that companies are employing put them in
a reasonable position. It becomes more diYcult for
pharmaceutical industries when the product
becomes generic—clearly, manufacturing in low-
cost countries is paramount—but the signs are that
pharmaceutical companies are holding up pretty
well. There are the odd wage and salary reductions in
some of the pharmaceutical companies that we have
seen, but in the main it is holding up. The area that
worries me is bulk chemicals. Those that track the
automotive and construction sectors in particular
have fallen oV the edge of a cliV. Obviously, looking
at Dari’s constituency, if you look at the
interdependence of that particular chemistry set,
that’s good when things are going really well, but
when things aren’t going very well, that’s when the
cluster policy is clearly much more fragile. There are
some concerns which are in the public domain in
terms of one or two of those companies. That
remains a worry for us in the process sector. The flip-
side of that is there are a lot of opportunities in
bioenergy and waste to energy, and the use of the
chemistry and the process infrastructure set means
that some industries, sadly, might fall away, to be
replaced by the new industries of the future. But we
are going to have that pain for a little while in
moving from that transition. So oV-road
automotive, Alan’s mentioned the service sector
and, I think, some elements of the process sector are
clearly causing us some concerns.

Q135 Mr Murphy: How would you get involved,
Ian, in a company that was facing diYculties? I
would imagine the first point of call for them would
probably be the bank. They would probably not get
very much good news from the banks. We still have
a lot of anecdotal evidence that even companies with
decent order books that have got a future are finding
it extremely diYcult to get money at reasonable
terms from the local bank. We’ve met regional
banking people, who tell us this isn’t the case, yet we
still get telephone calls from SMEs, in particular,
saying, “We’re being screwed.” It’s threatening a
healthy business. Are you finding that that still is
the case?
Ian Williams: I will make two responses. First, I refer
you to the recent Bank of England report on lending
that came out in June, which tends to sympathise
with some of your views. I’ll say no more on that
aspect. In terms of what we do, we have a very
extensive relationship management system called
strategic account management. We have really quite
sophisticated networks for the public sector,
working with those companies—with the local
managers and, in some cases, with the overseas
parents. For example, what will tend to happen is
that we’re ahead of the curve in terms of a lot of this
stuV, and we’re in there working shoulder to
shoulder with them to see how we can influence
activity. It may be political influence on some
occasions; it may be influence through the banking
or other financial systems, or it may be that some
public finance can play a part—a catalytic role—in
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encouraging others to come on board. There are
about 500 of those companies in our network, and
they are deemed strategic account management
companies. The agency, with key partners in the sub-
regions and cluster organisations like NEPIC, NDI
and other organisations, has a pretty well-worked
information flow system whereby we pick these
signals up quite early in the day. Sadly, some don’t
want to engage with us, and we can’t do anything
about that, but we have a very receptive network
that feeds that information very quickly through the
process, and we do get involved. I, with my senior
colleagues in my directorate, spend a lot of time
working with companies on a whole series of issues.
It could be finance, it could be productivity, it could
be skills-related; it might even be influencing their
parent over the next investment decision.

Q136 Mr Murphy: What was your direct
involvement with Nissan? They seem to have
behaved very well. Obviously, they lost a lot of jobs,
and that was very sad. None the less, they do seem
to have operated in such a way that, as you’ve said,
they managed to keep the supply chain still
operating. Did you have a direct involvement in
that?
Ian Williams: I did. I am the account manager for
Nissan for the agency. I do not take all the credit for
this, because there is a team behind me, including
people in the local authority and in other
Departments, that worked very closely on what we
could do with Nissan to help them through this
current diYcult situation, and their supply chain.
That could be working with the centre, on
occasions—with what was BERR and is now BIS—
or working with their suppliers to ensure that their
suppliers have got support through this diYcult
time. We deal with the here and now. We did, clearly,
have advance notification—I think before
Christmas—of some of the diYculties that Nissan
were wrestling with. It was their call in terms of how
they would respond to that, but we were supportive
of Nissan in terms of how we would manage that
message. One of the key things in that particular
situation was confidence. This was a viable company
that was just rightsizing. We didn’t want to scare the
horses, so it had to be handled in a very sympathetic
and professional way. We had some involvement in
that, in terms of how we handled communications
and how we worked with our suppliers on this
message, but also, once we got through that—
obviously, the response group did what it could for
the staV and families aVected very professionally—
what does the future look like? We have been
working very hard with Nissan and partners in terms
of that future as well. We don’t just deal with the here
and now; we are very much dealing with the future.

Q137 Mr Murphy: Is Nissan involved with the
proposals for the new electric cars?
Ian Williams: We are right in the centre of that
involvement.

Q138 Chairman: And the potential battery?
Ian Williams: Absolutely.

Q139 Chairman: We are told that Nissan has given
space for further and diVerent research activity. I met
someone who was at your reception—a chap called
Professor Colin Herron. He is working with
Sunderland university and Nissan. He seemed to be
very creative and very focused about saying, “Look,
there’s more we can get out of this situation.”
Ian Williams: What we are trying to do with Nissan
is clearly position it for the future. We want to create
a situation where future investment decisions on
models are very easy to take, in that Nissan is the
mother plant. What we are doing on that in terms of
the new technology stuV is that we have been
working very closely with Nissan on constructing
what the Sunderland oVer could be. That includes
not just finance but skills, and we are working on the
establishment of a sustainable training centre. We
are working on a hydrogen test facility for the next
generation of electric vehicle. It is a wrap-around in
terms of the infrastructure, the skills, the research
and development side and, of course, the financial
side. So it is the whole package that influences,
hopefully, those sorts of decisions from Nissan and
others.
Alan Clarke: The other advantage we have on
occasions is the co-ordinated approach that we can
take. We moved very quickly with Nissan, though we
were given some advance warning of the diYculties
that they had. They are an incredibly professional
well-organised company and they had a clear plan.
The Regional Minister and Fraser Kemp were at the
very first response group that I chaired, so we moved
very quickly. The key issues that we had to deal with
and the steps that had to be taken were very clear. I
should also pay tribute to Jobcentre Plus on all these
response groups because they tend to maybe get a bit
less publicity than some of the others who are
involved. They are superb in the way that they play
their part in helping people to find alternative work.
Going back to the co-ordinated point and the
linkages between the diVerent skills in the agency,
while the immediate issue is to deal with the
announcement of 1,200 people who are going to be
leaving—400 contract workers and 800 permanent
staV—most in the end, if not all, were voluntary
redundancies. Because they made that decision very
early on, and now because of the car scrappage
scheme and also because their Qashqai is doing very
well, they have put further work back in, so 200 or
more of the contract workers who were laid oV are
now back in. At least there was clarity and a sign for
the supply chain. It was, “This is what Nissan have
decided. It is not just a short-term fix.” It seemed to
be, “This is our best guess as to how things look.” By
the same token, we were also involved with Nissan in
talking about new areas of technology and the skills
requirement, and we have the advantage that we can
pull all the right people together so that Nissan do
not have to go here, there and everywhere when they
are looking for support to strategically move the
business forward for a successful future. There are a
lot of people skills you need to do that. It is money
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that everyone tends to talk about, but I would not
underestimate the skills of some of the people like
Colin Herron, who you were talking about, Ian, who
is here today, and others too.

Q140 Mr Murphy: I realise that Corus is an entirely
diVerent problem and perhaps a much more sensitive
issue currently. Are you able to share with us what is
happening?
Alan Clarke: I chaired a response group there
yesterday. Ian was there. There must have been
about 25 people around the table: the trade unions,
local authorities, obviously the company
themselves, Jobcentre Plus and the private sector
through the chamber of commerce. The strategic
approach that we have remains the same as at the
beginning but we are obviously a number of days
now through the 90-day notice period for Teesside
Cast Products. The main aim is to create space for
the company to find a buyer to keep the business
going as a viable business. That remains the priority.
But obviously time is moving on and the next two or
three weeks are very critical with respect to that. The
memorandum of understanding with the
consortium has now lapsed, so Corus can speak to
any buyer anywhere in the world who may be
interested. That obviously extends the possibilities.
The other thing that we have had to deal with in the
last week is the fact that Corus have made some job-
loss announcements, mainly nationally and 100 in
Holland. There are 428 in Tees valley. So we have
Jobcentre Plus working very closely because that will
lead to job losses in Hartlepool, Lackenby and so on.
The next couple of weeks are crucial. The other thing
is that we obviously have a contingency plan for
what happens if the worst happens. We do not want
that to happen. We are being positive. We are being
optimistic, but it is sensible to plan with Jobcentre
Plus and others for how we can help such a large
number of people, and we are doing that.

Q141 Chairman: As you can imagine, this is a mega
territory for me and my Teesside colleagues. We are
of the belief that although this is a long shot, it
should be played. The long shot is that we should
speak to anybody and everybody in respect of 2012.
We should look at Government policy for the
medium term and say that it has to be brought
forward to now—to the short term. That means that
schools and hospitals etc. face the possibility of a
spend-on. Is it feasible for us to keep banging that
drum? What I and my colleagues do not want to do
is set people to believe that we can bring products
forward, and that we can persuade, if not insist, that
diVerent companies buy British. Are we really
entering the province of make-believe here, as
opposed to the reality of the sharper economic
environment that we are all faced with?
Alan Clarke: There are major problems at the
moment with over-capacity in the steel industry and
with the price of steel. Because of the collapse in the
construction sector and in the demand for cars, there
are simply not enough orders for steel
internationally. So, lots of blast furnaces are lying
idle at the moment, and prices have dropped. What

they really need is more customers buying steel and
a buyer for the Teesside Cast Products plant. They
still have to consider whether one or two of the
companies in the consortia would still be worth
speaking to. We are at a critical stage. Over the next
two or three weeks, we need to give the company
some space to carry out those discussions and
negotiations while preparing a contingency plan.
That is basically what has been done. A lot of work
is going on in the wider Tees valley economy. I am
going back here to some of the issues raised earlier
and some of the points that Ian made about the
process industries—with some bits of it doing
extremely well and other parts being a bit vulnerable.
The impact on Teesport is critically important for
the Tees economy. On the positive side, the deep
water wharf within the Teesside Cast Products
facility is fantastic. The coke ovens have real
potential. We have major projects lined up for Tees
valley. Can some of those go on land that is not
required for the steel operation? Everyone is being as
optimistic and as positive as they can be. We just
need to give space to the company to carry out its
negotiations in the next few weeks. It is very diYcult
to target public sector steel and say, “You must buy
it from there.” In an international business, that is
always worth pursuing, but very, very diYcult to
achieve. At the moment, the extra work that is being
placed in Teesside Cast Products is from Corus itself.
That is where it has got the extra orders from, which
will take it to the end of August and give it the chance
to buy some time.

Q142 Mr Anderson: I just want to comment on what
you said. It seems a shame if we are going along this
line because there will be loads of steelworks
involved in huge pipework infrastructure, carbon
capture and storage, and building towers. Where will
they get the steel from? Going back to what we were
talking about before—the concept of spreading
ourselves too thinly—how do you get the balance
right? For us sitting here, we would like to see
everything going on. We probably could not do that
even if we wanted to, because we do not have the
people. In your view, how should we spread
ourselves?
Alan Clarke: First, it is important to have a good,
strong evidence base. It is always best to prepare a
strategy and to decide on priorities based on hard
evidence. If you say, for instance, that you have
world-class potential in plastic electronics, there is
no point saying that if you have not because anyone
could say it. It has to be credible and based on
evidence. We did a lot of work many years ago,
before I joined the agency, with Arthur D. Little to
identify the strengths within universities in the
region and where there was potential over a period
of time to develop those into new technologies, new
jobs and manufacturing opportunities. With those
sort of pieces of work, you can never guarantee that
it will be 100% right. So, five areas were chosen, and
then it was narrowed down to three. With the benefit
of time and experience, it was felt that three had
potential and opportunities. It is that sort of
strategic, evidence-based approach. You have to be
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brave on occasions. If you do a NaREC in Blyth,
someone in another part of the region will say, “I
want something else in my area.” But if it does not
stack up, if it is not going to provide what is required
and if it leads to just a thinner resource spend, which
means you are just spreading the jam too thinly, that
is not going to transform the North East economy.
So, on occasions, we can be unpopular by making
tough choices. What I would say is that if you look
over a period of time, there are diVerent strengths in
diVerent parts of the region, and everything is done
for the right reasons. The region has quite a lot of
these key strengths dotted around, but they are just
in diVerent sectors. Obviously, there is the
automotive sector and the supply chain, particularly
on Wearside, but the process industries have also
done very well over the last five or six years. Digital
technology has done very well. We now have
developments at NETPark, with printable
electronics, and the design centre in Gateshead. So I
think you have to go on excellence and diYcult
choices. You have to be quite tough and stick to your
guns on some of these choices.
Alan Welby: Perhaps I can just to add to that.
Coming from outside, it strikes me that the strategic
approach is right, and people have bought into that.
But it also strikes me that what the region has done
quite well—led by the RDA—has been to be fleet of
foot when the opportunities have arrived. The
strategic framework is in place, but looking from
outside, I have to say that you have done very well
at adapting quickly and taking partners along with
you to the new opportunities. It is not just about,
“We have a strategy and we’ll follow it”; it is about
moving where the opportunities go in strategic and
operational terms. When NaREC was set up, I am
sure that where it was going to go was going to
emerge, and we have been able to play that game
particularly well.

Q143 Mr Anderson: Just to follow that up, concerns
have been raised about you spreading yourselves too
far, and people have talked about mission creep.
What is your view? I am looking from our point of
view. What I have seen—I have no problem with
saying this—is that you are doing a great job, but is
there a cost?
Alan Clarke: It is a genuine debate, so I welcome it
in that sense, but I was just thinking about the extra
responsibilities that we have taken on or been asked
to take on—usually by Government—in the last
four or five years. I will just go through a few of
them. There is tourism; the Business Link contract;
a greater role on rural; managing the European
programme; innovation, which we have been talking
about; and a bit more of a strategic role with respect
to skills and transport. To me, they are all issues that
are critical to the economy of the North East. If they
had asked us to take on, say, a health role, which is
critical, but not our role, or housing, which is
someone else’s responsibility, I think I would say,
“That doesn’t seem appropriate.” In terms of what
might be called mission creep, or just a more holistic
approach of having stronger influence over the levers
that will really drive the economy, skills are critical.

At the moment, with the Skills Funding Agency,
there is an opportunity. Now that we have BIS at the
national level, with skills along with business,
perhaps we should do the same in the region. I do not
know whether it is too late to stop that, but skills
being more integrated with the agency could make
sense. So you cannot do empire building for the sake
of it—that would not be sensible and that is not what
I am about. But if these areas of additional
responsibility are core to the economy, and you can
make them work better, I do not think that is mission
creep—it is just a better way of doing things.

Q144 Mr Murphy: Do you think that that has
overstretched your organisation?
Alan Clarke: In some areas, we have obviously had
to take on responsibility, but we have not always had
the same number of staV that used to do these things.
But because we have a good, strong corporate
centre—I must pay tribute to Malcolm Page, in
particular, who looks after our resources, our legal
work and so on, which underpins all this—you can
run quite a lot oV that from a core centre. Adding
another strand to four or five is probably far more
eYcient than setting up something separately. Yes, at
times, when we are going through the process of
renegotiating tenders, like with Business Link, we
move from four to one. We have been a very tough
client in driving up performance, and so on. Tourism
was very turbulent several years ago, but, again, in
the end, I think the results justify what we did. When
you are going through that process, it does take up
a lot of quality time with the organisation, because
you have got to get processes right and the legalities
have to be right, as does the audit trail, and you have
to get higher-level performance. So I think you have
to choose your moments. Also, if someone had said,
“Take all these on at the same time, just as a
manager,” that would have been daft.

Q145 Mr Murphy: But they have said, “Take them
all on with a reduced budget.” That is the point.
Alan Clarke: On that, I think I just get on with my
job and do the best I can. I think that is probably my
answer to that one. Doing more with less is the
mantra.
Chairman: Before Denis ends our session, and we are
virtually there, I would just like to point out one
thing that we all need to consider. You are the only
RDA with tourism as a responsibility—the only
one—and I know you may be the only one doing lots
of things. But tourism is a colossal area. I think if we
work it correctly and appropriately, it is a
tremendous area for SMEs and has potential for
employment. I am concerned about that. Perhaps at
another stage we could chat about that. I am also
concerned that you have been asked to manage the
European programme. I only say that because I
know the staggering detail that the Europeans
require and I know that an awful lot of that
programme is in the social world. Yes, of course, it is
employing people, but it is actually doing many
other things too. I worry that we are asking you to
do certain things. My preference is to stick with
Corus, stick with renewables, and stick with carbon
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capture, which are the biggies—and they are
tomorrow’s biggies. So I worry that, as a
Government, we are asking you to do things that
could well be using staV less eVectively for our future
development within the big economic and industrial
developments. That is a cautious statement for the
moment.
Denis will end the session for us.

Q146 Mr Murphy: Briefly, where do you see the great
challenges for the region coming over the next 10 to
15 years?
Alan Clarke: I think, first of all, we should be getting
private finance into the region in large scale, because
there is going to be less public money available. The
North East, for the reasons we outlined earlier,
sometimes has not had access to the same public
sector R and D funding and venture capital funding.
Also, in terms of funding for regeneration, we are
doing work with the North-West and Yorkshire.
Leading up to the recession, the big pension funds
and the big investors were still tending not to invest
across the north. We were beginning to say, “If we
can put the critical mass together across the north
and provide opportunities, so that there is something
in Manchester, something in Leeds, something in
Newcastle and something in Middlesbrough, etc.,
that is a stronger proposition.” Attracting private
sector finance is a big one. I think that it is about
getting confidence back up there again after the
recession and not dwelling too much on that and
moving on, preparing for the upturn, and coming
out of the recession as quickly as possible, because
the region’s come out a bit slower in the past. I still
think it is about tackling some of the skill levels and
education achievement levels, and so on, and getting
more people from more deprived parts of the region
back, including in the prosperity, going forward. But
other than that we should be reminding ourselves

that we came into the recession in a positive position
and we should be picking up from there, really.
Going back to the earlier conversation, we should be
nailing down some of the big manufacturing
opportunities that are coming out of these new areas
of technology, with large-scale numbers of jobs, with
skills provided for local people who can gain wealth
from those jobs. Those are some of the key
challenges, for me.

Q147 Mr Murphy: I’ve done a lot of surveys recently,
all for charity, I might add. On a scale of one to 10,
one being pessimistic and 10 being optimistic, how
do you think we will come out of this recession?
Alan Clarke: I’d give it a nine.
Alan Welby: I’d give it an eight.
Ian Williams: I give it a seven—seven and a half.
Alan Welby: It depends how long you are talking
about, doesn’t it? In 20 years’ time, I think this
region will be rather high.

Q148 Chairman: Global leaders?
Alan Clarke: In a number of areas; not everything.
Chairman: I would hope so. Alan, Ian, Alan, thank
you very much. That was a very valuable session. If
you want to add anything at all, ever, please do so.
We are most grateful to you. You have given us so
much to think about and you have given us a lot of
detail, and we are very grateful. Before we end, I
thank our staV: there are quite a few there, quietly
servicing us. They are up from London. We think
that the more we bring the south up here, the more
they will acknowledge just how civilised we are—
even if the south includes quite a number of the
Welsh, whom we are also bringing up here. I include
in that number those individuals from further north,
whom we see as one of us. Thank you very much to
everybody, but most particularly to our guests. You
have been very valuable.
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Members present:

Ms Dari Taylor (Chairman)

Mr David Anderson Phil Wilson
Mr Denis Murphy

Witnesses: Rt Hon Nick Brown MP, Minister for the North East, Fiona Gough, Deputy Regional Director
for Environment, and Sue Houston Head of the Regional Economy Team, Government OYce for the North
East and Fergus Harradence, Deputy Director, Innovation Policy, Department for Business, Innovation and
Skills, gave evidence.

Q149 Chairman: Good morning, everybody. You are
warmly welcome. We are really keen go through all
the questions that we have to ask you. Would each
of you like to make a statement to start? If you
would, that’s fine. We would like you to keep it as
tight as you can because time is not overly generous.
We think we would like to finish around 12 o’clock,
if that is all right with everybody. Nick, will you start
with an opener?
Mr Brown: That is absolutely fine. Thank you for
inviting me. As you know, I am a big supporter of the
idea of Regional Select Committees acting as a
counterpoint to the relatively newly established post
of Regional Minister. I am a great enthusiast for all
this. I am joined by Fergus Harradence, who is on
loan from Peter Mandelson to help. He is the Deputy
Director for Innovation Policy at the Department
for Business, Innovation and Skills. I am also joined
from our own region by Fiona Gough and Sue
Houston. Sue is Head of the Regional Economy
Team and Fiona is Deputy Regional Director for the
Environment. My opening points are that when I
became the Minister, I said that my desire was to
drive up the prosperity of the region and that the key
method of doing so was to work with the private
sector to broaden our industrial base to make it look
more like the economy of the United Kingdom of a
whole. I also wanted to assist with this very dramatic
journey that the region’s economy has undergone
over the last two decades away from the over-
reliance on coal, shipbuilding, ship repair, heavy
engineering and perhaps manufacturing more
generally to make sure that we have a broader
private sector base, that the service sectors are
encouraged and that the quality of the jobs is slowly
driven up, so that our future is better than being a
supplier of unskilled and semi-skilled labour. That
has been my objective and we did really well at it
until the economic downturn struck. Although it is
from a very high base, the rate of unemployment has
been growing sharply. It is spread right across
sectors, but of course the downturn’s impact on
construction has been particularly marked. In order
to respond to that, my strategy has been two-fold.
First, it has been to meet with the individual sectors,
including the public sector but predominantly the
private sector, to talk through the details of their
problems and to see where, by intervening with
Government Departments or, frankly, by meeting
the Chancellor and the Prime Minister on specific
problems and local issues, or more strategic issues

that aVect industry as a whole but which are
particularly marked in our region, we can give real
help now, which is Government policy. We have been
pretty eVective on this. At the beginning of the
downturn, the key point was access to capital
liquidity and the relationships between those who
were running businesses in the region and their
banks, which brings me to my second point. As the
labour market has loosened, my objective has been
to tighten it. Now, I cannot do it quickly enough—
that is a disappointment to me, but it is just a fact of
the modern world. We have identified sectors,
working very closely with the local authorities,
which have been great allies in all this. That is not a
party political point. Local authorities collectively,
whatever their political composition, have really
tried to work together to focus on and discuss the
needs of the region and what they can do to help. The
same is true for the development agency. I believe
that we are well served by One North East and by the
region’s Government OYce. Partnership working is
more developed in our region, I would say, than in
many other English regions. I do not say that to
disparage them; I say it to praise us. What we have
done is pick the big projects that the private sector
has identified for itself. In other words, it is not a case
of Government saying what you must do, but a case
of us listening to what is coming to us. It is very clear
to me that we have emerging in our region a very
strong set of new industries based on the need to
tackle climate change. I have got behind that as
strongly as I can with specific projects such as the
oVshore wind farm industry that is developing on
the north banks of the Tyne. The Clipper factory is
being built, so this is not an aspiration. Real jobs are
coming from the building of the factory as well as
doing the work that will go on in it. That product is
for the oVshore market. We do not yet have a
domestic oVshore wind farm industry. Given our
aspirations for oVshore wind farm energy
production, it seems to me to be right that we should
have a domestic industry, and we are planning to
build a world-beating one on the north banks of the
Tyne, with a very credible partner in Clipper. The
project is able to succeed only because of the
investment of the Shepherd family, who have
suYcient liquidity to make the investment without
being hauled up by the current banking
arrangements and aVected by the current downturn.
We have aspirations to take part in the early carbon
capture and—rather more expensively—storage
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project, which the energy Department wishes to
pilot. The Prime Minister came to see our bid a
fortnight ago—that was a great gain for us—so we
were able to explain first hand, not least showing him
the North Sea, which is next door to where we want
to locate. I think that gives us a geographical
advantage. As everybody knows, we have
aspirations to be at the forefront of the development
of the electric car. I want to thank the business
Department—the Department for Business,
Enterprise and Regulatory Reform, as it was—for
the work that the oYcials have put in. They really
have fought for us, and that has been given a very
firm political lead by Lord Mandelson, who clearly
retains an aVection for his old region. They fought
our corner and have done everything they could—as
have I, of course, as the Regional Minister, but the
scale of the project is well beyond anything that we
could do at regional level. We need the support of
national Government and have had it
wholeheartedly. There are smaller projects, which
also fit in with this renewable agenda. The Eastgate
project in Durham involves the old cement pit.
Because of the peculiar geological conditions in
Durham, it is particularly suitable for a geothermal
installation. There is an entrepreneur who has
ambitions to build the sort of project that would
serve to underpin the region’s tourism and
hospitality industry, so as well as being important in
its own right, it would have a strategic importance
for us. You will know from your own knowledge of
Teesside the work that is going on in the energy
generation sector with the use of woodchip and the
recovery of very heavy oils into something more
commercially usable. Taken as a package, that oVers
a very exciting future for the region. My approach
has been to get my shoulder behind all these things
and just help them on. In summary, that is what I
have been up to—focusing on the downturn.

Q150 Chairman: That is really valuable. Let me
follow that up for a moment. We have taken
evidence from across the piece, as you know. The
Engineering Employers Federation was a very
positive group and it made two comments. If the
RDA was not there, it would have to initiate,
innovate and produce a similar organisation, so that
the collaboration that is taking place could continue.
That was one statement the group made. The second
statement it made was that we are in a very tight time
capsule to deliver. If we do not start to prioritise now
on whether it will be clean coal or renewables, we
shall spread too thinly and miss the opportunities
before us. That would be a disaster for the northern
region. Can you give us your thoughts, certainly on
the prioritising point? We understand the point
about One North East. We are delighted that that
statement came from the Engineering Employers
Federation, but how about the second statement?
Can we spread to renewables, clean coal and wind
power? Can we do the lot or do we have to prioritise
so that we can manufacture to product level and
profit level to give the North East a real new
economy?

Mr Brown: Every single project that I have described
is private sector-led. We do have to prioritise. We
have to listen carefully to what is being said to us.
The days when the Government chose what the
economy would do and then asserted it are well over.
It is the private sector that comes to us and has said
that these are the schemes—the projects—that it
wishes to pursue. Obviously, common-sense tests
about viability are applied, but we must not let
ourselves down by not being ambitious enough. If
there is a real chance of getting a carbon capture and
storage pilot for our region—the Government are
proposing up to four, so we have a chance, and the
company, Rio Tinto, has made it very clear that it
has what it considers to be a unique proposition in
terms of the way in which it would be carried out in
the upper Blyth in the North East—we ought to get
behind it and give it the best possible chance. Of the
schemes that I have put to the Committee, there is
not one that I do not think has a realistic chance of
success. Therefore, I am quite happy to spend my
time, and it is quite a lot of time, getting behind each
of them—not as a package, but each of them in its
own terms, specific to the requirements of the
project. They are all good projects. They all involve
tightening the labour market and they are all
sustainable. Once in place, they have a viable future.
You asked about the regional development agency.
In my dealings with it I found it a good institution to
work with—very direct and conscious of the need for
collaborative arrangements and the sensitivities
about public life. I do not mean parliamentary life; I
mean local government. It has a good working
relationship with the leaders of the local authorities.
The present collaborative arrangement is probably
the right structure for us. I know there has been a lot
of discussion about the Sub-National Review and
how we would get subsidiarity. The task for us in the
public sector is to make sure that the two
conurbations work well together; we are moving in
the right direction and the sense of it is very clear. I
also think that over time the benefits of creating the
new Northumbria and Durham unitary authorities
will become clearer. Certainly the ability to work
with 12 strategic authorities for the region is a great
plus. The RDA itself works well for our region. As
the Regional Minister I find the size of the region to
be something that I can cope with along with my
other responsibilities. I think there is a feeling like
that in the RDA as well. There is so much going on
and so much that needs to be done, uniquely because
of the journey that our region has had to travel from
its industrial base and its employment base to where
it will inevitably be, or where we want it to be, in the
21st century. A lot of intensive and very practical
work has had to be undertaken, and I think the
RDA has done it well. It is private sector-led but not
overwhelmingly dominated by that sector—there
are other voices there—which is the correct
structure. The choice of people to serve and, frankly,
the willingness of people to serve have been a big
plus for our region.

Q151 Chairman: I agree. I am going to go back to the
script. You inspired me to ask that question, so I
asked it. That is a bit of an abuse of my role as Chair.
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You know that we are looking at how and in what
way innovative industry is supported in the region
by the RDA, the Government and the private sector.
To start oV this morning’s questioning, how and in
what way will the establishment of BIS be supportive
to us developing in an innovative and value-added
way in order to become world leaders? How is it
going to ensure that we are at the best place in the
world to run eVective businesses and services?
Mr Brown: Structural change in government takes
place from time to time—there are a range of reasons
for it. As for the latest round of changes, obviously
I look at it quite closely, because my first thought is,
what impact will this have on the North East? It
seems to me that the structure of the new business
and innovation Department is wholly beneficial to
us. The link between skills and our industrial base is
probably more pronounced now than it has ever
been in our past, because of the older model of the
region’s industrial structure, where the specific
training schemes and the older apprenticeship
schemes related directly to almost monolithic
employment in certain sectors. What is happening
now is far more diverse. We are well served by our
own academic institutions—five very strong and of
course very diVerent universities, plus the Open
University and a good network of colleges. The
thing that the region has not done as well as I would
have liked is ensure that youngsters who have left
school have gone on to learn a skill. We are still
underperforming against the national average. It is
my hope that the structure of the new Department
and the fact that training for 16 to 19-year-olds will
be linked to the Department that is sponsoring
almost all the nation’s private sector employment
base—although agriculture and, I think, the food
and drink sector are diVerent—will be of value to us.
With everyone I have talked to so far, although
obviously they are waiting to see, that is the sort of
response I am getting back. I was in Sunderland
College Friday last, and these were the sorts of
things that were being said to me there. I am meeting
the university sector on the 24th—all five universities
together. It is quite diYcult logistically to get all the
people in one place, but I will raise this issue with
them, and I am quite happy to report back to the
Committee.
Chairman: Thank you.
Mr Brown: I imagine that they will be reflecting on
the opportunities and interests that go with being in
this very large Department. Obviously, the funding
arrangements are separate and independently done,
but having this very powerful Department as their
sponsor is a great opportunity, I think.

Q152 Chairman: That is really quite good. Sue,
Fiona and Fergus, if you want to come in, please do.
This is a session where any and all thoughts are
valuable. The Minister is obviously going to drive
them, and we are thrilled that he is driving them—
I make that quite clear to everyone. It is important,
because we will all have oVshoots that we will want
to emphasise at diVerent points. If you do, please
come in.

Mr Brown: Fergus, do you want to say something on
the structural point—the new departmental
structure?
Chairman: Yes; you are BIS.
Fergus Harradence: I think that the creation of BIS
represents a real opportunity for us to increase the
co-ordination across all the diVerent elements and
activities that government performs that benefit
business. For the first time we are consolidating in a
single Department, under a single Secretary of State,
responsibility for science and innovation, the other
business support programmes that are beneficial to
industry, such as the Business Link service and
sponsorship of the RDA’s Manufacturing Advisory
Service, and people who are responsible for funding
activities in universities—including knowledge
transfer activities—and skills. It is an opportunity to
bring everything together. The new strapline for the
Department, “Investing in our future”, is what we
are all about—that is the mission statement for BIS
over the next few years.
Chairman: That is very valuable.
Sue Houston: I think it is very helpful that we now
have this major Department of State that has this
responsibility for the whole of the business agenda
plus the innovation and skills agenda—although in
advance of this merger, as a Government OYce, we
clearly had a very important role to play in
supporting businesses in our region, working with
our RDA and with BERR, as it was the sponsor
Department. We did not have a remit around
innovation and skills, and all of that is developing.
It is good that we now have a more formal link to the
Department that has that lead responsibility. It will
give us more strength in our work going forward, in
delivering for the economy of the region.
Chairman: That is really valuable.
Mr Brown: Can I emphasise the importance of this
issue for the region? We have steadily
underperformed in ensuring that the youngsters who
leave school with no qualifications get qualifications
and a future. Our region will not get by as a supplier
of semi-skilled or unskilled labour. What is involved
here is everything from the moral case—just around
releasing the talents and people who were not given
an opportunity, as it is in the youngsters somewhere.
Chairman: Absolutely.
Mr Brown: You need to draw them out, even if it is
just enthusiasm and front-facing skills you need in
the more basic part of the service sector—that is of
value. But of course, with many of these youngsters,
you can do much more for them. As the
unemployment figures rise and then come down as
the recovery takes eVect—we know that there will be
a lag and that it will not be felt proportionately right
across the region, but disproportionately among
school leavers and younger people—it is essential
that they are not lost to the world of work or
discouraged from making the best of the potential
that is inside them. For the region’s economy, all the
vacancies require skills. It is the people without skills
who struggle to find any job. It seems to me
completely reprehensible that anyone should
contemplate leaving any of the youngsters out of
this, and I am very determined that we don’t. One of
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the great strengths of the new industrial base that we
are trying to build for the region and the diVerent
sectors that we are looking at is that it is ethically
defensible—I think that is important to our region.
But also it requires a skills base and there are jobs
there that people can do and can learn to do. That
will get them to jobs that are reasonably well-
remunerated, and enable them to build a life for
themselves and to have career opportunities as well.
Chairman: That is really valuable, but we are well
aware as a Committee that we need to move to a
point where 40% of all our youngsters have skill level
4 and 80% have a minimum of skill level 2. We are
aware that this is a critical area. I am now going to
ask Phil to take up the questioning.

Q153 Phil Wilson: Outside of all the industry and
innovation we are getting with climate change, wind
power and so on, what other sectors are innovating
in the region at the moment?
Mr Brown: You would be surprised by the answer.
There are two very diVerent things happening. I
would point to the printed lighting, for example, at
Thorn Lighting, which I have been to see and which
was incredibly exciting. It is not unique to us, of
course. There are other parts of the world that are
also on the threshold of trying to commercialise
what is a stunning new way of doing things. I visited
Romag Glass and saw them encapsulate
photovoltaic cells into their glass products. There
are already examples of the fruits of this in London,
where they have clad whole buildings with it and,
when the sun is shining, they are therefore able to
generate the electricity to power the buildings. Right
at the other end, I went to a summit of the hospitality
sector two or three weeks ago. People do not think
of the hospitality sector as necessarily innovative,
but in the discussion it was very clear to me that on
everything—from training people to work in the
sector, to the way the sector presents itself to the
outside world and to the way that our region is
explained—there is enormous scope for innovation,
for clever thinking and for diversifying the region’s
economy. I know—I have probably said this so
many times in public that it is getting to be a cliché—
that if I had more time and if I could put more eVort
and energy into any one sector it would be the
hospitality, tourism and leisure sector. I think it
could be a huge winner for our region. I do not know
whether it counts as an innovation, but if we could
get the Lindisfarne gospels back in a single place as
a permanent visitor attraction—as well as a historic
artefact that is so overwhelmingly associated with
our region—and as a permanent centrepiece, I think
it would lift the region up. It would lift up the
number of visitors who would come and see it and
who could then explore the rest of the experiences
that the region has to oVer—everything from
internationally acknowledged historic monuments
and some great entertainment experiences, to some
of the most beautiful countryside and seaside in the
world. We have got an enormous amount to oVer
and I know it is not the cutting edge of science—we
have all that as well—but it is innovation and
enterprise: things that we could develop, and

although we are doing that, my ambition is to do
more. There are two great things we could do: get the
Lindisfarne gospels back and get the Eastgate
project under way, so you could have that covered in
a leisure experience which youngsters enjoy with
masses of hot water free—well, not entirely free. You
do have to put the installation in, but the revenue
costs are low.

Q154 Phil Wilson: On another point—Fergus might
be able to give his point of view on this—what are the
Government doing to ensure that the best conditions
exist for companies to develop innovative products?
What is BIS doing to ensure that the environment
and the atmospherics are right for ensuring that the
products are created?
Fergus Harradence: We invest an enormous amount
of money every year in support of innovation and
technology development in the UK. The Technology
Strategy Board, working with the RDAs and the
Research Councils, will invest a total of £1.061
billion in supporting innovation and research and
development in the current Spending Review period
from April 2008 to March 2011. In addition, you see
significant investments from other Departments
such as the Ministry of Defence and Department of
Health, both of which invest well over £1 billion each
year. The Department for Transport and the
Department of Energy and Climate Change are also
significant investors in energy and technology
development. We provide a considerable amount of
money to support research and development
technology activities, plus there are other discrete
streams of funding that go into knowledge transfer
activity through universities and other knowledge-
based institutions. We have a series of venture
capital initiatives, our own seed funds in the regions,
in the universities and the public sector research
establishments. There are investor incentives such as
Venture Capital Trusts and Enterprise Capital
Funds. We have just launched the UK Innovation
Investment Fund as well, which will have a
cornerstone investment of £150 million from the
Government, again to stimulate the growth of
innovative high technology companies.
Mr Brown: In our region you can point to the bio-
technology developments at the Centre for Life,
linked in with the university at Newcastle. The work
that is being done on physics at the University of
Durham would be a good example, although it has
expertise across a range of fields. The links between
the big universities—all five of them in their diVerent
ways but particularly the research universities—and
business is an area where both Business Link and the
development agency have put in a lot of work. Every
time I have been asked about this I have been able to
approach either the RDA or Business Link and have
people write back to me and say that they are pleased
with the response. It is quite uplifting. I know the
Minister’s casework is going to get probably slightly
more attention than everybody else’s but it does get
done well. I want to emphasise that to the
Committee.
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Q155 Chairman: Would you say that the economic
climate has impact? We are all talking about green
shoots. We can see things happening. We can see it
all in our localities. Has the economic climate had a
serious impact on innovation?
Mr Brown: It is diYcult to tell sector by sector. All
generalisations are flawed but people who were
planning to make a long-term decision are doing one
of two very diVerent things. Some are pausing to see
how the recessionary forces at work in the world
economy pan out and how deep it is going to go.
Most informed commentators say to me that they
think the approach to dealing with the downturn
that our Government led and is being echoed in
diVerent forms around the world, is the right
approach. It is probably too early to say anything
definitive but it does seem to me that the proof of
that is now being demonstrated. At the opposite end
of the spectrum, one or two decision makers—the
obvious example would be Clipper and the
investment that the Shepherd family has made on
the north banks of the Tyne—have been able to say
because of their own resources, “This the direction
of travel. It is abundantly clear what the
Government’s strategic approach to global warming
and energy supply is going to be and we are going to
back it and get in there and get ourselves to the
forefront of what is going to be a strong new industry
for the UK.”

Q156 Chairman: It was said to us again and again
that the one thing Government could do was to
make sure that their policy was clear, concise and
unchanged because that was the way in which most
private money would see the reality of outcomes. I
guess we might all nod in agreement with that, but
do you think we are suYciently clear and focused
and determined about our policy aims to encourage
private money?
Mr Brown: I strongly agree with that point. I have
done my utmost to get stability and a sense of where
we are going to be for the foreseeable future, in order
to enable the private sector to plan for the medium
term. The sort of projects we are talking about
require substantial investment up front and the
return, of course, and therefore the funding of the
money borrowed, only comes at the end. It is very
necessary to have as much certainty as can be had.
Certainly in the sectors I have been heavily involved
in, I would say that that was the case. That is one of
the main reasons why the projects are going ahead.
Q157 Phil Wilson: There is a lot of talk in BIS, and
Lord Mandelson made a statement a few months
ago, about industrial activism. That is obviously
very important and everybody is enthusiastic about
it. It seems to tend towards innovation. The Tees
Valley joint strategy unit is keen on industrial
activism, but it says it is worried about the
Government’s attitude to traditional industries,
which are still the bedrock of the manufacturing
economy, particularly chemicals and steel. It seems
to be saying that this industrial activism and the
strategic approach to innovative industries and new
industries is only right, but we do not seem to have

a strategic approach to traditional industries such as
petrochemicals and steel. Would you agree with
that?
Mr Brown: I agree with the thrust of what Peter
Mandelson is saying. But there are two issues on
Teesside that are identified. They are both big and
important issues. One is the future for Corus on
Teesside. The future for the steel sector in the United
Kingdom more generally is a big issue because the
world price of steel is low and for parts of Corus it is
below the cost of production. That situation cannot
endure. The Government centrally are working very
closely with Corus. I am taking a close interest, as the
Regional Minister, together with Vera Baird, who is
now assisting me on the industrial side and is also the
constituency MP. I visited recently and I know the
Secretary of State is going to visit soon. Vera Baird
is there because it is her constituency. It is not a lack
of ministerial attention that is the issue with Corus.
We are all desperate to find a way through that keeps
the plant open. There is no solution in downsizing it
further. We are at the point where it would not be
downsized any further without it having to be
mothballed. We have to find work to get through.
The plant, the management and the unions are
working hard on that objective. At times they are
taking work for one day at a time—it is as diYcult
as that. I am not blind to the consequences of us not
being able to sustain it. It will be devastating for
Redcar. I have had a hard look with Jobcentre Plus
at what our response would be if there was a really
large redundancy round. Jobcentre Plus in the region
is very experienced at handling situations of this
kind, but the numbers involved are just too big for
Redcar alone or even the Tees Valley to make a
decent eVort at absorbing, so there is a need to do
more. Far and away the most sensible strategy is to
try to get the industry through intact and working.
That is plan A. On the separate point about the
chemical sector—I guess in particular ethylene
oxide—I have been briefed on this. The processing
sector had a bilateral with me down on Teesside. I
have been to visit Stan Higgins, who we all know, at
the processing centre at Wilton to discuss in detail
what can be done. We cannot get beyond the point
that any initiative has to be private sector led.
Although it has been worked on for two and a half
years, a satisfactory private sector solution has not
been found. I have told the sector collectively—
remember there is a range of diVerent interests in the
detail of this—that if it comes forward with a plan I
will listen. I will champion the plan within
Government if it is viable and has a chance of
working. I know that the Department itself is well
informed on this complex situation, but we have to
have a private sector initiative, or an initiative across
the whole sector. Maybe the diVerent companies
could come together to do something to sort out
what is at bottom—I know this is simplistic—a
supply chain issue.

Q158 Chairman: Absolutely. I would like to follow
that up, because our anxiety on Teesside is that Dow
has now stated that it is closing, and Croda has
followed. The absolute fact is that there is no
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demand for glycol, so the price is rock bottom. They
have attempted to get a private group to buy Dow so
that ethylene oxide can be produced, but that has not
worked. One suggestion from the industry is that
maybe, at ministerial level, we have to get all the
companies, such as Shell and INEOS, together to
talk about the future of petrochemicals in Great
Britain. Do you think that there is any currency or
mileage in that?
Mr Brown: I am willing to explore that with the
industry and the processing sector collectively, as all
sorts of other things are at stake here, such as the
centre for the processing industry itself and the
training arrangements that are being put in place,
which we have all supported. If, by any endeavour,
I can help us get through, I am more than willing to
put my energies into it. It is an important issue, and
there does have to be some initiative, if not a
completed programme, from the private sector.
There is not a public sector solution.

Q159 Chairman: Absolutely. I shall take my moment
and come to you to talk about that further, if that is
all right.
Mr Brown: I am willing to try to help, and I know
that the Department wants to be as helpful as it can
be and take that extra step as well if pushed, but we
must have a credible initiative from the private
sector, collectively or from an individual
entrepreneur.
Chairman: I am with that.

Q160 Mr Anderson: I have grave concerns about
what you have said, Minister, because we started oV
saying that everyone wants to see the renewables
sector being a huge player in the North East, but if
that is to happen, the one thing we will need above
all else is steel, for the pipeworks, rigs and support
ships and the towers and blades. Yet more and more
of our home steel industry will possibly disappear.
We are relying on the private sector to fill that gap.
Are we going to have the ludicrous position where
we have an industry waiting to be developed, but
because we do not have the raw materials on hand
we end up being dependent on the rest of the world
again to fill that gap? If that is the case, surely we
have to take more intervention to make sure that
Corus does not go to the wall.
Mr Brown: When I visited Corus, obviously I asked,
“What can I do to help?” I can always say, “No, I
cannot do that”, but it is best to ask what people
want. One of the things Corus was very clear about
is the need to strengthen the market for the
commodity it produces. I have explored across the
Departments to see whether there are any large
public sector projects that could be brought forward
and would have an impact, and I suppose the
obvious thing to think about is defence procurement
and the aircraft carriers, but in fact the amount of
steel involved in these big defence programmes is not
enough to get the objective we are trying to achieve.
The best single thing I could do to stimulate demand
would be to try to get an upturn in the construction
sector, but of course steel is used for construction, so
any uplift, whether in this country or, better still,

right around the world, would lead to an increase in
demand and, therefore—they hope—a rise in price,
and the plant would become viable in world market
terms. Those are the issues that are being discussed.
Can the Government go further to get the plant
through a temporary drop in the price in the hope
that the world price will recover? Believe me, all of
that is under consideration within Government, but
market forecasts are notoriously hazardous.

Q161 Mr Anderson: The potential is huge, and the
need will be huge. I am asking whether enough is
being done to make sure that we can match that. If
it is going to go to the wall, where will we get the
steel? Will we buy the towers ready built from
somewhere else in the world?
Mr Brown: I agree with you that it is a strategic issue
and that it is not at the margins of the United
Kingdom’s economy, but right at the heart of it. In
particular it is right at the heart of the economy of
Redcar, because of its enormous impact—its
overwhelming impact—on the local employment
base. It is one of the few large single focuses of
employment left in the United Kingdom economy.

Q162 Mr Murphy: Minister, you have rightly
mentioned, several times, some of the renewables
that are currently very successful in the region. Wind
power will obviously play a huge part in any growth
of the renewables sector, yet we do not manufacture
a wind turbine in the region. When do you see that
changing?
Mr Brown: Now. We are building the factory to do
it on Tyneside. Clipper plans to manufacture the
turbine, the generator and the monopile on which
they stand.

Q163 Mr Murphy: The complete unit will be
manufactured?
Mr Brown: That’s my understanding of the current
position. As you say, we bought it all; there isn’t a
domestic industry at the minute. There is a small
domestic onshore industry, but not an oVshore
industry.

Q164 Mr Murphy: How do you see this changing
people’s attitudes towards wind power? Currently,
whenever a wind farm onshore is suggested, there is
major opposition to it. I am mindful that there have
been several in Northumberland that have created
quite a number of protest groups to oppose them,
but not one—that I am aware of—to support them.
Yet in Denmark and Holland we have villages
queuing up to have a wind farm in their village,
because they see a genuine benefit from it. Do you
think we should adopt a slightly diVerent attitude
and oVer communities a real stakeholding in a wind
farm, whether it be through lower energy prices or
community benefit?
Mr Brown: I think a sense of local ownership in
projects of this kind is always important; and
hopefully with the move to feed-in tariVs and more
local power generation people who are used to
receiving their energy through electricity conduits
from a large generator—over time that is going to
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change—will feel closer to more local methods of
generation. There is enormous general support for
combating climate change and considerable local
opposition to doing it next door to people’s
individual homes. I know Phil has been faced with
these diYcult issues in his constituency and I guess
you get the same in yours. I think it also underpins
the case for the oVshore development of wind
generation. There isn’t an easy answer, but my hope
is that over time people will become more reconciled
to these things

Q165 Mr Murphy: But should we not, rather than
just using the planning system, which a lot of people
say is used against them in situations like this,
encourage the people who would benefit
financially—the generators—or compel them to
make sure that the communities that will, for want
of a better word, suVer these actually get a genuine
benefit from them?
Mr Brown: That wouldn’t be a planning issue, but I
certainly agree with you, it wouldn’t half help make
up for the perceived loss of amenity if there was a
quid pro quo on the cost of local electricity. I think it’s
a good point, well made, and it is something I could
foresee for the future. There are two further points I
want to make. The planning system should, strictly
speaking, be neutral in hearing these issues. There
are genuine concerns about landscape, local loss of
amenity, and the shape and the look of the
countryside, but there is a countervailing argument
about legitimate business and the need to combat
climate change and, frankly, cost-eVectiveness, as
well. All these factors are taken into consideration in
the public debate. They’re not all planning factors.
There is a separate issue, just for completeness,
about the operations of the airports in the context of
the new onshore wind power generation. Although
I think we have managed to find a provisional way
forward between Newcastle Airport and the
surrounding applications there is a tension there,
which I think we have to recognise. Finally, it is my
hope that the creation of the two new local
authorities in Northumberland and Durham will
make it easier for at least the local planning system
to take an overview—a strategic overview—rather
than have a whole series of decisions that will appear
locally as piecemeal.
Mr Murphy: Fiona, you seem keen to come in.
Mr Brown: Yes, you want to correct all that.
Fiona Gough: Not at all, Minister. I was just going to
oVer an example where exactly the sort of practice
you are describing has taken place. There’s an
example just north of Ashington where through use
of the section 106 arrangements in planning there is
a local community trust that is benefiting per
megawatt of energy generated from that wind farm,
which could potentially amount to £60,000 a year
for that community. The mechanism exists and, as
the Minister said, the opportunities with feed-in
tariVs coming on board, and the renewables
obligation certificates on generators, provide
incentives for the local generation of electricity.

Q166 Mr Murphy: On carbon capture and storage,
you rightly pointed to the Prime Minister visiting
Alcan two weeks ago to view what is being proposed
with regard to clean coal technology and carbon
capture and storage. The downside to that is that
Alcan itself will not provide the infrastructure for the
storage of the carbon, although it will certainly
provide the technology on its plant. A number of
witnesses who have come before us have said that
this is the sort of job where the Government should
provide the pipework and the infrastructure, and it
should be on such a scale that the whole of the region
from Teesside to Northumberland can take
advantage of it. Have you a view on that?
Mr Brown: Yes. I think there is a very exciting
opportunity for us to create a whole new public
utility, meaning the pipeline which leads to the
storage of the captured carbon. Very roughly, about
half the cost of the total project is in transmission
and storage once the carbon has been captured. The
plan, as the Committee will know, is to store it
beneath the North Sea in one of the great cavities
that has been created by the extraction of oil or gas,
or quite often both. There is a fringe benefit to that
as the carbon going in forces out a little bit more gas
and oil, which can be captured and brought the other
way and used as fuel. I am really excited about this.
I am convinced by the argument that Britain’s
medium-term energy needs will require the use of
coal. Because we are an advanced industrialised
nation, and our historical contribution to the
climate change problem has gone on longer than
that of other nation states, we have a moral
responsibility at least to be at the forefront of dealing
with the problem. Carbon capture and storage is
one—although not the only—possible way forward
for clean coal. A Government-sponsored pilot in the
area seems to be a proportionate response to the
problem. There is a lot of work in it, but I think that
Denis is on to a good point: it will require some
Government support. For the pilot to be conducted
solely with private sector resources is probably
asking too much. It will be a mixture of things. The
private sector has a vested interest in this as well, but
it is a mixture of interests. There is huge public
interest in all of this. We will need coal for the
medium term—that is my best assessment based on
the information available to me. If that is the case,
we have a responsibility to ensure that it is clean coal.
The two most likely technologies are the current
filtration technologies, or the exciting new
possibilities in capture and storage in those huge
reserves that we have created under the North Sea.

Q167 Chairman: There is a thought that the utilities
will benefit most, and that they should be seen
clearly as companies to be putting in a fair amount
of money.
Mr Brown: This is going to be a hard-fought
argument, and it is probably not wise for me to
plunge into it except to say that there are a range of
interests, and therefore there should be a range of
contributions.
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Chairman: Fair comment.

Q168 Mr Murphy: The fact that we have not
currently made a decision on that has impacted on
the investment of the private sector. RWE Npower
said two years ago that it intended to build a power
station in north Blyth near Cambois on the site of the
old coal fired power station. It is a £2 billion project
that would consume 6 million tonnes of coal a year,
unfortunately all of it imported. It has now taken a
step back from that until the decision is made on
carbon capture and storage, so we really need to try
to have a decision made on the region’s position on
that as quickly as possible.
Mr Brown: I think that the region’s bid is good. I
think that Rio Tinto’s element in how they intend to
go about the capture is clever, innovative and well
worthy of consideration by the Department. I think
in the storage—the creation of this utility—there is
clearly potential for other coal-fired generators to
join in next door. It almost goes without saying that
it will want to do it for the power station that services
Alcan; the chances of the neighbouring site being
used for a coal-fired power station would be
enhanced, because the additionality could join it to
their storage part. It couldn’t be very much,
although of course there is a cost to the capture. It
is also conceivable, and I think cost-eVective, as we
develop this new utility to involve Teesside as well.
The argument here is bound up with the future for
Corus because the main power user—the largest
single power user by far on Teesside—is the steel
plant.

Q169 Phil Wilson: I think that this might be for
Fiona. To go back to wind farms basically—onshore
wind farms—we have the transitional plan that Ed
Miliband published yesterday, which is excellent,
and we’ve taken on the strategic approach with how
we take on climate change and how we try to resolve
the issue. We have a moral obligation to sort it out.
Wind farms, on and oVshore, are part of the way
forward. However, having said that, do you think
there is a lack of joined-up thinking on this with the
Government? When I’m dealing with wind farm
issues for example, I have to deal with three diVerent
Departments—the Department for Communities
and Local Government, BIS and the Department of
Energy and Climate Change as well. We want to take
a strategic view, but we do not seem to be taking a
strategic view on planning because it is left to each
individual climate authority, although wind farms
where the turbines are 125 m high can be seen for
miles around. Each has to be taken on its merits.
Although PPS22 says that we have to take into
account the eVect of the cumulative impact, it just
seems to fall apart if each planning application has
to be seen and treated individually. Do you think
there is a problem around that that needs to be
sorted?
Mr Brown: It is a semi-judicial process and every
single applicant has the right to have their own case
heard on its own merits. Is it possible over time to
develop a framework and a strategic approach? I
think that it is. Over time, I hope that the creation of

the new unitary authorities in Durham and
Northumberland will lead to that happening. There
are a range of issues to be taken into account, such as
loss of amenity, the landscape—we have some very
beautiful landscapes in our region that deserve
consideration and there is a case for protection—and
the legitimate interests of the two airport operators
and their need to have clarity for the flights coming
in and out, and clear air corridors. I also think that
the case for the oVshore wind farms is very strong,
not least because the impact on the countryside,
landscapes and local amenities is far less severe. It is
more expensive of course.
Phil Wilson: Fiona Gough?
Fiona Gough: I was just going to add that CLG and
DECC were working very closely on the
announcements that came out yesterday and, as part
of that, there are two elements in there that are
relevant to your question. One is about providing
some funding for regions to develop a fully
evidenced-based understanding of the potential for
renewables within each region and then to build that
into the regional strategies that have to be
developed. The other component is support for the
local planning community to help to develop the
skills and understanding necessary to be able to
make these decisions against that framework.

Q170 Chairman: When can we anticipate the
strategy being delivered?
Fiona Gough: The formal process of the strategy can
start once the Bill that is currently going through is
enacted, and we would expect the process to take
about two years after that.

Q171 Chairman: I have a question, Minister, that I
think you might just say “yes” to. You might not, but
I think you might. It says, “Should One North East’s
funding of centres of excellence in the North East be
replicated in other regions?”
Mr Brown: I suppose the short answer is, of course,
yes, but there is a caveat, which is that although the
days when the Government picked winners and
asserted what they should be are clearly over, we are
very keen to work with private-sector-led projects
that have a chance of succeeding, and also to make
sure that Government investment is carefully
thought through and adds value to the enterprises
that are already under way and have clear
commercially grounded, private sector sponsorship.
I think a good example would be the Centre for
Process Innovation at Wilton. That has led, in turn,
to national recognition of training for the sector. We
all understand the importance of it to Teesside. If we
are able to win our bid for the electronic car
production at Nissan—we have fought very hard for
it—that would clearly be a whole new industry, with
a large number of jobs and a huge potential coming
to the North East of England. With the work that is
already under way at Tanfield with the electric vans
that are a commercially viable product now, that
would make us de facto the centre for a new industry.
Things are not going to stay that way. It would be a
very fast-moving market, but it would give us a clear
lead, which we should consolidate.
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Chairman: Absolutely. That is really good. Thank
you.
Mr Brown: The whole region will be behind it, if it
comes oV.
Chairman: Absolutely. Without a doubt.

Q172 Mr Anderson: On funding, the budgets for the
RDA are scheduled to go down over the next three
years, from £248 million to £239 million. How will
you cope with that?
Mr Brown: Our RDA does a good job. It is value for
money. Of necessity, you can only do so much with
the money you have got, and its budget is a fixed
amount. It has to choose its priorities, and it has
chosen very well, I think. The example I always use
is the investment in NaREC, which might have
seemed a bit of an adventure at the time but hasn’t
half paid oV for the region. Every major interest in
the sector worldwide has been to visit the North East
now. I do not want to name names because some of
this is commercially confidential, but some very big
players have been to visit the North East. They have
all been to look at the sites that are available for
manufacturing and for development in the oVshore
wind sector. They have all been to NaREC, have all
come away impressed, and have all made the point
individually that this is an excellent facility, which is
just right for the industry. When the investment
decisions were made, it was pretty far-sighted to
have seen that outcome. It is working really well for
us. The RDA, for example, is, I think, the only RDA
to have invested money in a potash mine right at the
other end of the region. Again, you could see how,
from a London perspective, that might look a bit
adventurous, but it has turned out really well. It has
underpinned the mining jobs—a very traditional
area of employment—but it is all working away very
successfully and the owners are optimistic. I get
asked about the last round of budgetary reductions.
My representations were not to reduce the budget of
the RDA, but across Government it was decided
that this is what we would do. It is right that I
mention that we were net beneficiaries of the
redistribution of the money, because we gained more
through the housing expenditure than we lost on the
RDA budget, so that mitigates our losses quite a lot.
On the latest round, my understanding of the
position is that each Department is making a
contribution from its existing budget, because it is
not new money for the latest housing round of
expenditure, but I understand that it has not yet been
decided, or maybe it has not been decided at all, in
BIS that the money will come from the RDAs. I
don’t know if any of you are more up to date than I
am. We are arguing the RDA’s corner.

Q173 Mr Anderson: On a similar point on research
and development investment, we have had
information that states that other areas have gained
more than we have, particularly the East of England,
the South West Scotland. Why do you think that is?
Can I ask you to comment on the view that we got
from Dr Rutherford of the New and Renewable
Energy Centre a couple of weeks ago? He said, “We
have put together what we thought were

exceptionally good bids, but they did not get
through simply because we were not close enough to
the people who were judging the bids.”
Mr Brown: That is a pretty heavy thing to say. My
own first-hand experience is that, just after I became
the Regional Minister, we were in a contest with
other regions for the Energy Technologies Institute
(ETI) bid, which was won by the East Midlands
region. I remain discontented about that. I think that
the way in which the ETI reshaped once the
competition was decided, and the way in which
developments in the sector have gone, which have
rather proved our point, give some evidence for my
continuing discontent with it all. We have friends,
neighbours and competitors to the North and to the
West in the devolved authorities of Wales and
Scotland, who use their budgets to promote the
communities that they represent. It is necessary for
us to make sure that we fully punch our weight. We
win more than we lose, and as the Regional Minister
I have been willing to take up cases even though the
advice was that the chances were not so strong—I
have still done it. That sometimes means that we
don’t win, but across the piece it would be wrong to
give the Committee the impression that, somehow,
collectively we are losing out, because we are not. A
very hard look at public expenditure across the piece
and where it goes per head of the population does
not show our region as disadvantaged.

Q174 Chairman: I think there’s a worry that
Whitehall’s connections to Oxford and Cambridge
in particular could actually be very disadvantageous
to us in the Northern region.
Mr Brown: If the question is whether there are
academic cliques, as there are cliques in every walk
of life, that are reinforcing, I perceive that as an issue
and a problem, so that is a fair point that is fairly
made. Are we so severely done down that we have
massive cause for complaint? I would be a bit more
cautious about that. We fight our corner pretty well.

Q175 Mr Anderson: Are you happy that you have
got good enough access to Ministers in BIS to
actually argue your corner?
Mr Brown: Yes. Being the Government Chief Whip
is not a disadvantage. I am very cautious about
criticising cliques, because I can see what’s coming
next.
Mr Anderson: As if.

Q176 Chairman: If we have heard one thing from
many of the people who have given us evidence, it is
that getting money for innovations for product
development that relies on moneys from £1 million
to £14 million is very diYcult. We do not have
venture capital in the North East eVortlessly at
hand. It is a problem. What is happening is that we
put money into science, we can develop the science,
we are brilliant at the research, but there is a gap
between research and product and the market.
Mr Brown: This is a real issue, particularly in the
current economic climate. It’s not entirely clear to
me how much it is a facet of the current economic
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downturn and the peculiar circumstances that have
brought it about and how much it is a continuing
problem. I cannot think of a major issue of this kind
having come towards me before the downturn, but I
am very conscious that the projects that we have got
under way are under way because issues of liquidity
are not problems for the particular entrepreneurs.
That’s making the point the other way around,
which suggests that it is a real point.
Fergus Harradence: I would add that venture capital
is by no means the only route to the
commercialisation of new ideas and technologies out
of the research base. Venture capital financing is a
very valuable part of the innovation infrastructure,
and venture capital-supported companies do tend to
be very innovative, but the fact of the matter is that
equity finance is suitable for a very small number of
businesses, and a very small proportion of those
businesses are actively engaged in R and D and
innovation. Development capital, business angel
financing, traditional Government grants, support
from a larger company: all of these are equally valid
and useful routes, and many companies find it easier.
If you’re looking at venture capital funding, they are
looking to fund small businesses with the potential
to become real stars. There are a very small number
of those. There are a lot of small businesses that can
grow to a reasonable size and generate decent
revenues on the back of smaller-scale innovations,
but they don’t have the potential to be the kind of
global player that venture capital aims to support.

Q177 Chairman: I think it would be very useful,
Fergus, if we could follow this up at a later stage with
you and with people from NEPIC—the North East
Process Industry Cluster—and the process industry,
renewables in particular. I think there’s a space here
to have some real information and sensible dialogue
which maybe is not taking place at present. That
would be very valuable.
Mr Brown: A few months ago, I met with the heads
of the region’s financial services sector—the big
banks and the big accountancy firms as well—to try
to respond to the immediate problem, which was the
economic downturn, the lack of liquidity in the
region’s economy, to find out how the banks see it
and what their response was to the much-felt charge
that the Government had bailed out the banks and
the banks weren’t seeing through all the people who
relied on them for finance, and that terms were being
enhanced and interest rates were being put up for
people who wished to borrow money, if they could
borrow money at all. I thought the dialogue was
useful. Many of the regional banks are constrained,
of course, by the national policy of their institutions,
but there is room for a continuing dialogue. If, in
your further discussions, the Committee identifies
an area that we as a region ought to be talking to the
finance sector about, then I am more than willing to
try to get that dialogue going again, and to see if we
can find some mechanism that meets the identified
need.
Chairman: I am most grateful, and the Committee
will be most grateful for that. Phil is going take us
very quickly to transport.

Q178 Phil Wilson: What role do you and the
Government OYce for the North East take on
advocacy for transport policy in the North East, be
it road or rail and, obviously, being very helpful on
regional airports as well? What role do you play in
that? What are the major investments you would like
to see take place in the area over the coming years?
Mr Brown: My role began as being an advocate—in
other words, understanding the position and being
an advocate for the next steps that are identified for
the region—but it has developed. First, I have taken
an interest in strategic policy. Every meeting I go to,
I get asked about transport policy more than any
other single topic—more than the employment base,
more than the training opportunities. That is not
surprising. The external transport links are essential
to the region’s economy. We are a net exporter. The
transport links within the region are also essential to
the functioning of the region’s economy. Tees
Airport and Newcastle Airport have been involved
in making direct representations to the Ministers of
State and the Secretary of State—both the last
Secretary of State and the present one. The present
Secretary of State is visiting the region on 28 July
and I will be joining him on that visit. I hope I have
got the date right; I think that it is 28 July. I will again
push our case then. I am not sure if it is controversial
or not—nobody has stopped me, so it cannot be
controversial—but I took the chair of the region’s
interim transport board for a specific reason. That is
the body that advises the Department on the
expenditure of the regional allocation. For the two
years prior to the current one, we have had a quite
substantial underspend on the budget and we were
heading for a third underspend. I thought that that
was indefensible; I will put it as strongly as that. I
make no criticism of what has happened in the past,
but to have had an underspend for a third year,
because the principal programmes are delayed, is not
what the region would have expected of us. I took
the chair and asked if any of the identified
programmes could be brought forward. They could
not be, so the underspend is real. I asked if those
programmes could be phased without detriment to
the priority that had been chosen by the partners in
the arrangements and it turns out that they could be.
That left a potential underspend to be allocated. The
members of the board had identified other projects
that they wanted to get in, if they could get them in.
Fortunately, those projects could be brought
forward. We agreed to bring into the programme the
work on the smartcard, which is the North East
version of the Oyster Card. Then there was a series
of projects relating to the stations in Tees Valley, so
that those projects could eVectively be—I am sure
that I am not allowed to call it this—phase 1 of the
Tees Valley Metro. In other words, those projects are
the upgrades of the stations on the line where we
have our ambitions for the metro, and the long
overdue reform—it is long overdue in my opinion—
of shifting the East-West line to the eastern side of
the East coast line rather than the western side.
There is a cost to doing that, which is why it has not
been done. However, as well as underpinning the
development of the Tees Metro, it will also improve
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capacity on the North-South line, the main East
coast line, which would be an advantage for the
whole region and also for our neighbours, to the
north and south of us.
Chairman: I am sure that everybody will understand
if I say that we are very, very excited about that
whole idea.
Mr Brown: Yes. But the question was what did I do?
That is the sort of thing that I do. Whether I should
do it or not, I don’t know.
Chairman: Yes, you should, definitely.
Mr Brown: I am the Regional Minister. I am
democratically elected and an appointed member of
the Government, so it seems reasonable to do so. Of
course, I consulted with the Department beforehand
and I understand that our proposals are getting a
very fair wind. We have a great advocate for rail
transport in Lord Adonis, who is taking a
constructive and enthusiastic interest in all of this,
which is very welcome.
Chairman: Absolutely.

Q179 Mr Murphy: Minister, I share your concerns
about three years of underspend on transport in the
region. Along with many others, I have been
campaigning for the last 12 years to have passenger
rail services reintroduced on the Ashington, Blyth
and Tyne railway line. For £5 million capital spend,
we could have those passenger services reintroduced
within six months. It is a regional incentive that it is
currently a fully maintained mineral line. That sort
of figure—£5 million—is very low in transport
terms. It could bring huge benefits to a former
mining area and allow people to travel out of
Wansbeck and into Tyneside for work, and allow
people to travel from other parts of the country
directly into Wansbeck.
Mr Brown: I know you got the previous Secretary of
State to come and look at the site and the potential,
therefore the Department will be very well briefed on
it. When the new Secretary of State arrives in the
region, I undertake to raise the issue with him. There
are other potential unused rail links within the
region, which I would like to discuss with him—as
well, I promise you, Denis, not instead of.
Mr Murphy: I am delighted to hear that. There is
none so well advanced as the Ashington, Blyth and
Tyne.
Mr Brown: Yes. I think we should look at public
transport and at connectivity—by which I mean rail
connectivity—within the region. If we could join the
conurbation of Tyne and Wear and Teesside
together, we would have the fourth largest
conurbation in the country. I know it is not an
entirely practical proposition, but I think we could
strengthen the links and encourage our constituents
to travel, for the simple reason that the more
interconnected the conurbation is, the more it drives
up the prosperity of the whole conurbation.
Chairman: I am sorry that this has turned into a bit
of a bidding war, but you are here so, inevitably, we
are all pressing our case, which is not exactly what we
were supposed to be doing.

Mr Brown: But these are good cases.
Chairman: But it is not exactly where we should be.
Minister, we are over time—we have one more
question, if you have the time.
Mr Brown: Of course I do.
Chairman: Then the day will end for us.

Q180 Mr Anderson: I may not need to mention the
importance of skills, but it goes right across the
board every time we have had a meeting with various
groups. I just wanted to raise a few questions in one.
What do we do to make sure that we make
construction engineering attractive to graduates
from within and without the region? Also, what do
we do to make the same industry attractive to people
still at school? What support are we giving to
businesses to make sure that apprentices are not lost
during this time of economic hardship? What if a
company has to go to the wall? If the way to stop it
going to the wall is by making an apprentice
redundant, how will we stop that happening? What
do you think the impact in the region will be of the
dissolution of the learning and skills councils? In
particular, our region still has a huge number of
people, disproportionately living in the old
industrial areas, whose skills levels are even worse
than Dari mentioned at the beginning. Is there a
strategy to help them—to give them the special help
they need?
Mr Brown: On the fate of apprenticeships when
large, single employers go under, it is a problem that
we are well used to dealing with in the region—
unfortunate, but we are. I discuss it regularly with
Jobcentre Plus, because I meet with them at regional
level on a regular basis, usually just after the labour
market figures have come out. It is on a case-by-case
basis, but we have been pretty successful in getting
other employers in similar sectors to take the
apprentices and enable them to complete the
apprenticeships. It is slightly diVerent sector by
sector. The one I know really well, of course, is the
situation at Swan Hunter where when it finally
closed, the apprentices were all oVered transfer. I
cannot say that they all accepted it, but they were all
oVered transference with the work so that they could
complete their apprenticeship in an industrial
setting. Huge eVorts are made, although I cannot
report 100% success, but pretty close to it. On the
question of how we make engineering a more
venerated profession, that is not new. The issue has
been around for a long time. Comparisons are
always made with continental equivalents where the
engineer has almost a social status and is said to be
ahead of the United Kingdom. There is an issue. The
things that work and that are most persuasive are to
show what the modern pay bands are in the sector.
In my meetings with the engineering company—I
am sure it will not mind my mentioning them—
which employs engineers and, in fact, are engineers,
it says that it is very diYcult to get really good
quality people in the sector because there is a
shortage of such people. To know that there is good
remuneration, that there are job vacancies and that
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there is a secure future in the sector—it is a broad
sector with a large number of specialisms within it—
is something that should be better known. I am
strongly in favour of explaining that in schools, so
that youngsters, when they are thinking of careers,
look to it. Above all, it is the employment base: if we
can grow the employment base as we are planning to,
and show that it does not lurch—if that is not too
strong a term—from project to project; from major
procurement round to major procurement round, as
it used to be in shipbuilding for example. It is the
same for heavy engineering; if you did not have a
large single project, you could go from everyone
being at work to no one being at work, just on a
single order. What we have planned for the future
takes us beyond that. It is the steady, remorseless
manufacturing of devices that will not only generate
electricity, but do so in a way that will help combat
climate change. I think there is an ethical
underpinning to what we are planning to do, as well
as stability and sustainability, which the old industry,
as it has been understood over the last 20 years in the
communities we represent, of necessity, just did not
have. It is something rather diVerent that we are
looking at for the future. I am really enthusiastic
about it. What will tell the story is the fact that the
job is safe and for life, which I think worries people
about going into the sector, and the fact that the pay
rates reflect the skills, ability, work and talent that
the individual brings. I think it is possible to make a
case, and we should set out to do so.

Q181 Mr Anderson: What about the issue of low-
level skills, particularly in the older work force?
Mr Brown: We have to move our region on. We have
to say that where people stand to be retrained—as
well as those who stand to be trained, because they
are coming into the labour force for the first time—
it is about having a skill, being work-ready, having
an outgoing and proactive attitude and learning a
specific skill. That is not just important to being
employed for the future, it will be essential. We all
have a responsibility to get that message across. At
its worst—I am not talking about the region as a
whole—we have a higher percentage than the
national average of youngsters who go out into the
world with no skills. We know that that does not
help them now, but as the world moves on, they will
be relatively even more disadvantaged. We all have a
responsibility to stop that happening, which is why
the Government are so right in insisting that
everyone up to the age of 18 does something; you are
in employment, continuing education or learning a
skill—something that will help you in the labour
market. It is not a punishment, but helping people
gain a life skill, and also drawing from them the very
best that they have to oVer, which is never best
summed up by resentfully staying in bed and
watching telly.
Chairman: That was very valuable. Thank you very
much. It is a very positive note on which to end.
Mr Brown: Thank you, and thanks to the
Committee for the hearing, and for the opportunity
to set out what we will do.
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Q182 Chairman: May I warmly welcome you? We
are very pleased to meet you. I am fairly confident
that you might have some idea of what we want to
ask you today. During our evidence sessions in the
North East with industry, employers federations and
universities, there was, not thematically, but pretty
regularly, a statement that London and Whitehall
are a long way from the North East. We all know
about the £6 billion in the Government’s science and
innovation pot. There is £150 million available for
universities, so that we can see the
commercialisation of products, and we know that
there is a development of tax credit, which again
provides about £3 billion-worth of support to UK
businesses. A common question asked by a group of
universities and businesses was, “Where is the
money for the North East? We do not believe that we
get our fair slice of funding in proportion to our size
and the activity that is taking place in the North
East.” Today, we would really like to ask you some
questions about that and to see whether we can
establish some answers and, if possible, some routes
through. If we could improve the relationship
between the North East’s universities and
companies and Whitehall in future, that will be a
positive outcome of this session. I warmly welcome
you. Let’s have an hour of questioning and answers
between us, and I hope that we will have some very
positive outcomes. With no more ado, I will ask
David Anderson to ask the first question.

Q183 Mr. Anderson: We have raised in a number of
arenas—most recently with the Minister for the
North East on 16 July—the issue of what appears to
be a disparity regarding the funding for research and
development that seems to be going to other places.
That is not just to the normal suspects, but includes
places like south-west Scotland and Manchester.
Why do we appear not to be able to make as big an
impact in this regard as others do?
Graeme Reid: First, I think the North East, when I
look at the data, performs very well in terms of its
university research. It’s got some strong universities
and some very strong universities. If you come down
to individual disciplines, like medical research in
Newcastle, it’s got some really outstanding
universities. I have looked at the way in which
research funding, through research councils and the
Higher Education Funding Council for England, is
distributed across the UK—I think that this may
come close to the answer. I find that if I look at the
absolute amounts of cash, going by region, the

North East has one of the smallest allocations of
cash of the UK regions. But when we try to take
account of the diVerent sizes of the regions, a rather
diVerent picture emerges, which frankly is closer to
what my instinct would tell me. If, for instance, we
look at the amount of money per university, the
North East comes fourth out of the 12 UK regions.
If, on the other hand, I look at the amount of money
per capita, the North East is sixth out of the 12 UK
regions. If I look at the amount of money per unit of
gross value added, the North East is fourth out of the
UK regions. There is concern that that performance
is a consequence of distance from London—or, I
guess, more precisely, distance from Swindon and
Bristol, which is where the funding agencies are
based. I’m not quite sure that that is consistent with
my figures. If I look at the amount of money,
normalised to suit the character of the region,
funding per capita is higher in Scotland than it is in
the North East, funding per GVA is higher in
Scotland than it is in the North East, and funding per
university is lower in Scotland than it is in the North
East. So, the overall picture is one of a strongly
performing region in a system that is transparent
and meritocratic, in which the funding decisions are
made by the scientific community rather than by the
Government. It is a system in which the UK
performs outstandingly well in the world, so
institutions in the North East that perform as well as
they do in the UK league tables are automatically up
there among the first division at world level.

Q184 Mr. Anderson: So, the system that is in place
now has us at only the average across the board? We
are either fourth or sixth out of 12. What can be done
to put us at the top? Why aren’t we at the top?
Graeme Reid: That is a question for the universities
rather than for me, but let me oVer some thoughts.
First, the universities that perform best in terms of
capturing research funding are universities that, by
any international standard, are quite exceptional. In
the UK, the universities at Oxford and Cambridge
and two London institutions perform very well, The
Times Higher Education ranked those four as being
among the top six in the world only a few weeks ago.
As a benchmark, that is a pretty tough challenge to
set anyone else in the UK. Steps have been taken in
several parts of the country to try to raise research
performance in universities. I think in all cases, it is
a little early to say whether these have been
successful, but I can oVer three examples. In
Manchester, as I believe you know, the two major



Processed: 11-12-2009 20:59:40 Page Layout: COENEW [E] PPSysB Job: 434566 Unit: PAG3

Ev 58 North East Regional Committee: Evidence

3 November 2009 Jonathan Blackie, Kirstin Green and Graeme Reid

universities merged some years ago. I think one of
the goals of that merger was to create a university in
the north of England that would be of a scale and
performance to feature on the world map. That was
one of the things that they set out to do. They are less
than 10 years into that, and I think that they
themselves would feel that it was rather early days to
be assessing its success. In Scotland, and also in the
South East of England, physics departments in
universities have collaborated. I think it is probably
going a bit far to call them virtual departments, but
strategic alliances have been formed across the
physics departments, on the one hand in the South
East of England, and on the other hand in Scotland,
essentially so that they can share the capital-
intensive equipment that is required to perform at
the highest levels in physics. It is diYcult for any
university to aVord all the equipment it needs in all
the branches of physics. Once again, I think that it
is early days to be judging performance, because the
South East alliance is quite new and the Scottish one
is not yet 10 years old, but in both cases you can see
the strategy. By pooling resources, they are going to
try to perform better as a group than as the sum of
the individuals. It is not for me to say whether
universities in the North East should follow that
model, but I would not be the slightest bit surprised
if they were watching closely to see how their
colleagues in other parts of the country got on.

Q185 Chairman: That is a very valuable response,
but if I were to say to you that four physics profs
made virtually the same statement about putting
“excellent research projects” together and not being
funded again and again, perhaps it would surprise
you, especially as this is now Durham University. We
do not expect to see PETEC, which is producing
some of its most amazing pieces of research to
product, not being successful. I put that down more
as a marker than as a request for explanation. When
you were talking about the North East being fourth
in the university league and sixth per capita, were
you talking in terms of the population size or in
terms of students per university?
Graeme Reid: My figures refer to the population of
the region. I am conscious that a competent
statistician can draw up a league table that shows
anything, and I did not want to come here with that
sort of material. Instead, I tried three diVerent
versions of the statistics. They were not three chosen
from 10, they were the only three that I prepared. Of
those three, the North East is fourth in two and sixth
in the other, out of a total of 12.

Q186 Mr. Murphy: To continue along a similar line,
we also took evidence from Dr. Alan Rutherford
who is chairman of NaREC, the New and
Renewable Energy Centre in Blyth in
Northumberland. He was quite clear that he felt that
there was a connection between those who were
deciding on where the investment went and where
they had been educated. Indeed, he said that some
excellent bids had been put forward, but he felt that
they were not close enough to the people who were

making the decisions, because most of those people
had been educated within the golden triangle. Do
you think that was an unfair statement?
Graeme Reid: I think that is a hugely unfair
statement and I would be interested to see the
evidence on which it is based. There is a large
population within the so-called golden triangle and
not all of those who live there were educated there. I
guess I live and work in the golden triangle, but I do
not take part in any decisions on research funding at
a project level and I was educated in Scotland. My
strong impression of the peer review process, by
which scientists decide on the success of others in the
community, is that there is a very clear and strong
dedication to selecting the best and screening out
other factors. If scientists in the North East, or any
other part of the country for that matter, do not feel
suYciently close to the things that are driving the
funding bodies, the blunt answer is that it is up to
those scientists to get close because there are other
scientists who are further away than the North East
who are attracting funding.
Mr. Murphy: It was not necessarily the distance, but
the fact that if they had not been linked directly to
the universities they felt disadvantaged.
Graeme Reid: I am aware of no evidence to
support that.

Q187 Mr. Murphy: Can I get this gentleman to write
to you?
Graeme Reid: Absolutely. He can write to me, and I
would be happy to discuss this with him face to face
if that would be better.
Chairman: I think that would be valuable. Kirstin,
do you want to come in here, or shall I move to
Jonathan?
Kirstin Green: I don’t think I have anything to add
on that point.
Jonathan Blackie: The only point that I would want
to add comes back to the question about how you
get to be closer to be best. I have the draft research
strategy for Durham University. They acknowledge
that they are internationally excellent, but they also
recognise that there is room for improvement. What
is very impressive is how they have systematically
looked not just at what they are good at, but how
they could extend that right across other rankings.
Their ambition is to be in the top 50 universities in
the world by 2020. I am struck by how our
institutions, particularly Durham and Newcastle
which have genuine national and international
strengths, have an ambition to go a lot further. It is
not a static position. They want to move forward.
They are universities that are keen to make sure that
they have strong links to the regional economy,
trying to take advantage of the new industry that we
are seeing and around which we have been
comparatively successful recently.

Q188 Chairman: The problem for us, and we are
taking evidence as factually and as carefully as
possible, is that if we take both Durham and
Newcastle out of this, we are left with Teesside,
Sunderland and Northumbria. Where we would be
in the league table then? All three of them are
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producing not just excellent but staggering research
if you look at the electric car and some of the medical
implementation at Teesside University. There are
concerns here, Jonathan, and we are not prepared
just to leave those concerns. We want answers to
them because we want to believe that the funding
councils are fair to our universities. They certainly
do not believe that that fairness is a fact.
Jonathan Blackie: I spent five years as a governor at
Teesside. It is one of the world leaders in digital
technology. People come from around the globe to
work there, particularly in Digital City, which is a
very impressive campus. Equally, there is the work
that Sunderland have been doing around digital
media and Northumbria’s work in fashion. The
plans that the regional development agency has to
build a centre of design for the north is building on
Northumbria’s expertise. I am certainly not
complacent about those universities, but they all
have particular strengths and they are distinctive.
They are diVerent from Newcastle and Durham.
That helps the region. The diversity that we now
have is a genuine strength.
Chairman: Thank you. That is really valuable.

Q189 Mr. Anderson: When we took evidence from
the Chamber of Commerce back in May, it was
highly critical of the role of the Government OYce
for the North East in terms of the regional spatial
strategy and questioned whether it was punching its
weight. Do you accept those criticisms?
Jonathan Blackie: No. To take the example of the
regional spatial strategy, it was prepared by the
former regional assembly, which involved a great
variety of stakeholders from across the region. If I
recall correctly, at the examination in public, there
was quite a debate about getting the balance right in
housing growth across the region, and I think a
number of local authorities were quite ambitious to
get a higher target than perhaps the market was
prepared to deliver. There was quite a robust
discussion at the examination in public about how
housing growth should be allocated. We made some
robust interventions about realism in terms of some
of the forecasts, and I particularly recall an
interesting discussion around some of the science-
based developments. I think NETPark was a good
example. There was a very interesting debate about
how much land should be set aside for the growth of
NETPark. I think we ended up coming to a very
sensible solution which has enabled NETPark to go
ahead. I chaired the European programme
management committee there just last week and saw
all the very impressive developments that have
materialised since then. I think that the Government
OYce has tried to play an even-handed role in trying
to balance ambition with realism. Certainly on
European funding, to come back to the previous
question, we invested a lot of money in the
universities, in the previous programme, to enable
them to go ahead with things like the PETEC centre,
the renewables centre at Blyth and some of the
projects at Newcastle and Durham. I am very clear
that we are in tune with the region’s ambitions and

working closely with the Chamber of Commerce,
trying to be realistic about what can be achieved in
the North East.

Q190 Mr. Anderson: I think it’s right that you’re able
to address the comments, Jonathan. The summary
on the regional assemblies and GONE stated that
the Government OYce for the North East had not
demonstrated suYcient commitment to work on the
region’s—rather, Whitehall’s—behalf, that
businesses had struggled to identify how the
Government OYce for the North East properly
supported the region and that the North East
regional spatial strategy was a clear example of the
Government oYce failing to support the region.
They are quite damning comments, in a sense.
They’ve obviously got the wrong point of view, but
if they’re saying that, then clearly they must have
concerns. Does that give you concerns?
Jonathan Blackie: Of course it does. The
fundamental concern is that we’re not the regional
champion. We actually represent central
Government in the region. I sense that at times there
is a balancing act, for example on transport, where
we’re trying to get it across that Government policy
is to tackle congestion rather than build significant
new trunk roads across the region. Trying to
communicate that isn’t always universally popular.
We always want to encourage and enthuse, but
sometimes we have to be realistic and say that there
aren’t the resources available to realise some of the
ambitions. At times there is a tension between
representing central Government in the region and
being a representative or a champion for the region
in Whitehall. I think we try to play an even-handed
role, and I think the Regional Minister has
demonstrated very eVectively how you can play both
roles. Sometimes it’s not easy to accede to all the
requests that the region makes of Government. I
recognise that we’re not always universally popular
in playing that role.

Q191 Chairman: I’m going to take this a stage
further, because there’s hard fact and there’s harder
fact. The hard fact is this: in terms of the market
share of research income, in the North East, the five
universities get 3.6% of what is available. Oxford,
Cambridge, the University of London and Imperial
get 36.6%. We have four universities in the South
East and five in the North East, and 36.6% to 3.6%.
That is the diVerence in their share of research
income. I am bound to ask the question again.
Witnesses have expressed concern about this
disparity, and the Minister, when he gave us
evidence, accepted that such an academic clique was
an issue and a problem. That is from the Minister.
What analysis have you made of this problem? In
asking that question, I am seeking to find out how
many times Whitehall visits the North East, the
various universities and companies, and to what
extent it is acknowledged that the percentage of
grants given to the golden triangle is so significantly
greater than that which we receive. Why, in
particular, does Manchester receive a grant greater
than the whole of that received by the North East?
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I have widened it slightly. I want to know if there is
analysis of the problem, because we still see it as a
problem. We accept your answers, but we want the
facts. Is there an analysis that there is a potential
problem or an actual problem here? Could you give
us more detail on this?
Graeme Reid: I am happy to try to do that. May I
begin by saying something about the comparison
that you drew? To compare the North East with a
selection of institutions from three other English
regions and to select those institutions from among
the top six in the world, sets, I think, a rather high
hurdle for the North East, as it would for any other
part of the United Kingdom. Oxford, Cambridge,
Imperial and UCL are extraordinarily high
performers in global terms and I think that many
people in the UK would feel that we are fortunate to
have them in this country. They are not the enemy.

Q192 Chairman: I’m not saying they are.
Graeme Reid: I beg your pardon, I didn’t mean to
suggest that you were, but some commentators
almost treat them as an enemy when, in fact, they are
a huge asset to this nation. The process by which
funding is allocated is transparent and the subject of
considerable scrutiny, both from Government and
from the community—particularly from the
community, in fact. The way in which the funding is
allocated is performance driven, and the decisions
are made by fellow scientists rather than by
Government oYcials or Ministers. There is a
considerable degree of scrutiny of the decision-
making process, as well as the outcome of the
decisions. One point that might be worth bringing
into the discussion and might help to explain the
very strong diVerence in perception of the North
East experience is that, in the research councils, the
success rate for bidders is somewhere around the
20% mark— actually a little less in some councils.
Across the nation, there is something like a 20%
success rate. The unsuccessful projects, in almost all
cases, are of very high quality. The unsuccessful
projects in research council competitions are not
poor projects; they are very strong projects that are
in an extraordinarily tough competition for money.
The experience of academics across the UK is one of
finding it diYcult to get research council money.
That is a reality. It is actually one of the things that
frustrates the academic community a great deal, and
yet, at the same time, this very high degree of
selection is one explanation for the UK’s exceptional
performance in global terms. We are so selective that
when Durham, Newcastle or others win research
council funding for projects, they have
demonstrated quite a significant achievement simply
by winning the funding. When it comes to the high
levels of funding in the four institutions that you
mentioned, there is a long and complicated history
behind all of our major universities. It would take
some time to analyse and discuss the way that
individual funding streams have evolved over this
long period of time. In brief, however, the level of
funding going into a university is a product of its
size, the spread of its subject disciplines and its
research performance. So in looking for an answer to

the question that you put, I would look partly at
those three factors. I see no evidence that there is
some regional bias at work. I see evidence of a system
that operates with a high degree of transparency and
a high degree of rigour.
Chairman: The concern we have—maybe I will leave
it here, but I will again register the concern—is that
once research grants have been given, they often last
three, five or seven years and a continuum is started
up that excludes others from that money. I think we
see it, not just with the four universities I mentioned,
but within the region. We think that is problematic—
you can hear that we do. I am parking that for the
moment. I asked whether it would be a good idea to
have Whitehall up in the region and you, very
carefully, did not respond to that. We think it would
be a very good idea to have them up. We think it is
very valuable for them to see as well as to start
trusting and respecting the delivery factors within
the northern region. But I am going to move,
because time is always going to beat us, to Denis’s
question.
Mr. Murphy: The question referred to the Minister’s
involvement with the process and I think that
Jonathan covered that, thanks.
Chairman: Okay then, to Phil.

Q193 Phil Wilson: What assistance have you
provided to North East universities to help them put
together bids for research and development funding?
How can they ensure that their bids are as good as
those from Oxford and Cambridge?
Graeme Reid: The Government do not provide
assistance in the preparation of funding bids.
Frankly, if we were to try, I would not feel confident
that we were able to provide assistance. I would
worry that we would be causing them more harm
than good if we tried to assist, because the decisions
are not made by Government; the decisions are
made by their peers in the academic community.
That said, the funding system operates in a so-called
dual support mode, with part of the funding being
awarded project by project, as the Chairman said,
for finite periods of time to specific projects, and part
of the funding through the Higher Education
Funding Council going as a block grant to the
institution. One of the reasons for operating in that
way is to allow the universities a combination of
block grant that the vice-chancellor can use in a
strategic fashion—perhaps to build strength in areas
that have not been successful so far, or to cross-
fertilise between departments—and the project-level
funding through research councils. So I would throw
the challenge back to individual universities, rather
than take it on the shoulders of Government.
Jonathan Blackie: I think what has been going on
over the past 10 years has been a very significant
investment in universities in the North East. The
strapline that was adopted in 2001 in the regional
economic strategy was that they should be at the
heart of the regional economy, so a lot of investment
has gone in from both the RDA, One North East,
and European regional development funds to really
build up the expertise in the universities. We have
various centres of excellence in a variety of subjects,
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some of which have led to quite remarkable
achievements. The New and Renewable Energy
Centre in Blyth is probably the best example. From
a fairly modest base, it has gone on to excellent
activity. The work of the chemicals sector is also a
good example of where there has been a strong
relationship with universities. Recently, the
universities, particularly Newcastle and Durham,
have really changed gear and are looking to have
their own plan to develop their research expertise. I
mentioned Durham earlier, and I think that these
documents are a testament to that. It wants to
engage regional partners in understanding how we
can best help those universities to realise that
ambition. I think it’s work in progress.

Q194 Chairman: I will be absolutely frank here.
Again, Jonathan, I think that you might know
exactly where we are coming from. NaREC in the
north and the North East of England Process
Industry Cluster in the south are two One North
East bodies that are very focused about delivering
research money for specific product within the area.
Without those two organisations and One North
East, the chances are we would not be seeing wind
power and biofuels work and become world leaders.
This is not from university moneys. We are still
struggling. Teesside, Sunderland and Northumbria
are all new and without the reputation of Durham
and Newcastle. The absolute concern of this
Committee is how we get their reputations to be as
easily acknowledged as Durham and Newcastle,
which we are delighted by. We have no problem with
that, but, equally, we want their reputations as
established as the golden triangle. I am sorry, I do
not wish to oVend any of you, but we are very
focused about the fact that we get 3.6% of the
research money compared with 36%. We are very
focused about that. We know that within that
percentage, Teesside, Sunderland and Northumbria,
which are delivering some brilliant work, are,
frankly, at the bottom of the pile in terms of research
moneys. It is reputation and trust, and we know that
we are failing to persuade Whitehall that these
universities are as good as, and it is not acceptable
to us.
Jonathan Blackie: Again, if I could just say a word
on behalf of Teesside. The university was named by
The Times as the University of the Year. It is a
tremendous achievement for a university that was
126th in The Times league table. It has now climbed.
It is almost impossible to appreciate the journey that
it has managed. It has been on the back of excellent
teaching, a great campus and some very significant
research in a very modern industry. I am not at all
apologetic. There is a lot of strengths, and the
university will, on merit, earn significant research
funding in the future. I am confident of that. All five
universities demonstrate the same ambition.
Chairman: Well, you can hear our concern. Phil is
coming in on the next question.

Q195 Phil Wilson: How will you ensure that
Whitehall-based civil servants acquire an
understanding of the regions—not just in terms of
local government—to help to determine and develop
their view of policy?
Kirstin Green: Perhaps I could have a go at
answering that one. I have obviously been thinking
about this in preparing for the Committee. I think
that oYcials in BIS do recognise the particular
challenges and issues that are facing the North East.
There is a level of understanding there about your
particular historical issues and challenges—the fact
that the region is the smallest one in terms of
population and has historically done the least well in
terms of gross value added and a number of other
measures. We also know that the North East is doing
better than it was in the 1990s under quite a few
diVerent measures, such as productivity, GVA
growth, skills growth and so on. We very much
recognise the particular challenges that the region is
facing through the recession, and many of our
programmes aim to tackle that. There are the Real
Help programmes and programmes that are targeted
at particular industries that are based in the North
East. But also looking at the positive side, in
addition to the challenges, BIS—the Department I
work for—does recognise the particular
opportunities that there are in the North East. Some
of our recent actions demonstrate that. Looking at
the priorities set out by Lord Mandelson in “New
Industry, New Jobs,” which was published back in
April, there is actually a lot of potential in the North
East to grow in those sectors and in the industries
that the country needs in terms of a real economic
future. I am thinking of things like low carbon-
related industries in terms of electric cars at Nissan
and renewable energy. You have just been talking
about the NaREC centre: the Department has
recently announced £10 million of funding towards
wave and tidal testing systems. There is recognition
that there is a lot that the North East can oVer in
terms of our future priorities, and particular streams
of funding are going in to try to encourage that.

We also recognise that we in Whitehall cannot be
completely expert in every place. I do acknowledge
that, which is why we work so closely with our
colleagues in Government OYces, the RDAs and
many other delivery partners, including local
government and industry bodies, learning and skills
councils and so on. We rely on the local and regional
knowledge that those bodies have to give us the
regional and local understanding, to contribute to
our policy-making processes, to advise us on what
would work best for that region or local area and to
tell us if our nationally devised policies are actually
working for the region or the local area. That
interface between the Department, the Government
OYce and the regional development agency has
become stronger over the last 10 years and is
absolutely vital to us. In terms of understanding the
region and visiting it, lots of people in the
Department visit various things in the North East—
our Ministers do it and oYcials do it. My team in the
economic development directorate and I visit the
North East quite regularly and have discussions with
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colleagues, like Jonathan, in the regional
development agency and the Northern Way. That is
not to say there is not more that we can do; I think
that there is. Teams that lead on regional policy, like
mine in BIS, have a responsibility that we try to
discharge to educate the rest of the Department
about regional diVerences.

Q196 Phil Wilson: What more do you think you
can do?
Kirstin Green: The kind of things that we do at the
moment include holding masterclasses, lunch time
seminars and that sort of thing, which focus on
particular aspects of regional policy and trying to
explain what we do and how it is important to our
national policy-making colleagues—why they need
to work with RDAs, for example. We have all the
RDAs in each month to tell us about the impact of
the recession on their regions, and we distribute
widely around the Department the findings of those
monthly sessions, so that people can see what impact
the recession is having on diVerent places and so it
can colour what our fellow oYcials do.

Q197 Phil Wilson: Do you second staV to the North
East as well?
Kirstin Green: There is some secondment and
interchange, yes. There isn’t a formal programme; it
tends to happen on a case-by-case basis if people
want to make that move—obviously, it is quite a big
geographical move for people to make. We value it
tremendously. In my own team, I have someone who
is based in Newcastle and comes down to London
for just part of the week. We find that those sort of
flexible arrangements can work quite well, if teams
locally are prepared to give them a chance—and
teams like mine very much are. Perhaps what more
we could do is to tell others in the Department that
that kind of arrangement can work. Of course, since
the creation of BIS, we have more staV from the
Department based in the region as well, with quite a
large number of staV based in Darlington on the
university and skills side, as well as the small team in
Billingham, which the former BERR had as well.
Chairman: May I just add something that will maybe
make a keen sense of understanding of where we are
and where you are? When we took the Secretary of
State from our Government—my Government—up
to the North East to Ensus and showed him that
animal fodder is actually one of the major
contributors to CO2 emissions, because of the land
use and the amount eaten, and that Ensus has
produced a chemical process that reduces starch,
increases protein and therefore uses less land and
food, thereby significantly reducing emissions, there
was a serious lack of understanding. This is
profoundly important and part of an agenda that we
are all supposed to be signed up to, so we wonder:
how can a private company that will float this
autumn, with private money to the tune of £300
million, be so unknown in Whitehall? I say that,
Kirstin, more because I think you can hear the
anxiety that there is a disjuncture between what
we’re doing and what people know that we’re doing.
I’ll let Phil develop that.

Q198 Phil Wilson: There is one other thing. We talk
about developing understanding of the regions, but
there seems to be no mention of training to develop
regional knowledge in the National School of
Government’s learning and development
prospectus. Are you going to change or rectify that?
You’ve got all kinds of courses, but nothing about
developing people’s understanding of what’s
actually happening in the regions.
Kirstin Green: Yes, that is a good question.
Obviously, the National School of Government runs
its own curriculum, but it responds to demand, so
there may be an issue about lack of demand from
Whitehall Departments for courses of that nature.
Again, teams such as mine that have a focus on
regional policy might be able to do more to stimulate
that demand. At the moment, we do it quite
informally with lunchtime seminars and discussions
between colleagues if they are interested, but
something more formalised is possible, I guess, or it
could be added on to some other courses where it
makes sense to do so.

Q199 Phil Wilson: So it is possible and is something
to look at. When you leave here, what can you
actually do to ensure that it does become part of the
prospectus?
Kirstin Green: I could talk to the National School of
Government about this directly.
Jonathan Blackie: The National School of
Government runs a programme for fast-streamers.
They come up every year to the region and we take
them out to some of the companies in the region—
NaREC has been mentioned several times. We take
them out to see companies because there is no
substitute for hearing at first hand what’s going on
and what people’s ambitions are. This year, the
group was predominantly from BIS, so we had a lot
of bright sparks coming up—people who I’m sure
will occupy senior positions in years to come—and
they came away, I think, with a very favourable
impression of companies in the region and their level
of ambition. That probably appears as a sort of fast-
stream programme, but it does not actually
recognise that they come up to the region. I am sure
we could explore with the National School of
Government how we could get more of a regional
feel to the programme.

Q200 Phil Wilson: Can you let the Committee know
how you get on?
Jonathan Blackie: Yes.
Kirstin Green: I’d be glad to.

Q201 Mr. Murphy: Would it be true to say that the
vast majority of people who work in Whitehall have
never visited the North East of England? They may
well be aware of it on the map, but the people I speak
to in each Department, and even people who work
in the House of Commons Library, have never
visited the region. It is a huge disadvantage for us,
when trying to put forward the needs of the region,
if people in Whitehall have never even visited the
area. We really need to try to put that right. You
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mentioned secondments earlier: what percentage of
the people in your Department are currently
seconded to work in the North East, and vice versa?
Kirstin Green: I don’t have any figures on that at
the moment.

Q202 Mr. Murphy: Would it be a tiny, tiny
percentage?
Kirstin Green: I think it would be.

Q203 Mr. Murphy: Do you intend to improve on
that and increase that percentage? First of all, do you
see any value in secondments?
Kirstin Green: Yes indeed, but it is quite diYcult for
us to try to make people leave their home in the
South East and move to Newcastle or another place
in the North East, or vice versa.

Q204 Mr. Murphy: It’s a nice place.
Kirstin Green: I agree. I visit there quite often myself,
and I agree that it’s a very nice place. But, personally
speaking, my home is here and I have roots here and
of course that applies to other people as well. It
works for some people in some circumstances, and in
those circumstances I think we’d be very supportive.

Q205 Mr. Murphy: But is it a policy you are actually
starting to encourage? Yes, it does happen, but I
imagine that the numbers are very small. If it is
something that you value, do you intend to ensure
that it’s expanded, so that when people apply for a
job, they are told that, as part and parcel of that, they
may well be expected to do some work in the regions.
Jonathan Blackie: I do think experience of central
Government in the regions is a very valuable
component in anybody’s career. We have done two
things. We actually recognise that when people come
to work in a Government OYce, people in the
regional business community really appreciate
Whitehall experience. They want to know what
Ministers are looking for and what Departments

expect. I have tried to bring in people from the
Treasury and other places to give them that
perspective and to ground them in the reality of
working in the North East. Secondly, we are working
through Civil Service North East, which is a new
initiative to bring together all civil servants in the
North East and to oVer people more of a career in
the region. Over the years, departments have
become more specialised so you can spend your
entire life in one department and your career can be
realised only if you move to London. What we are
trying to do is oVer more jobs in the region so that
people can have a career, whether in Washington or
North Tyneside, and then on to Newcastle. In the old
days, you used to be able to do that—you could
come in at 16 at the Ministry at Longbenton and
work your way up and round the diVerent
departments. We are keen to oVer a better career
path so that people can stay in the North East. We
also want to attract more fast-streamers because we
are a small region and fast-streamers are precious. It
would give them an opportunity to work across
diVerent departments, to get invaluable experience
of Whitehall, but to come back to the region to
continue their careers. That is one of our ambitions
as part of the civil service initiative.
Chairman: Graeme, anything to add?
Graeme Reid: It is a few years since I visited the
North East on a professional basis, although I do go
there for family reasons. If we are invited to visit, we
are more likely to go than if we are not invited.
Chairman: Good point. We’ll definitely take that
back. Kirstin, anything else to add?
Kirstin Green: No, I think that is it.
Chairman: I think my colleagues may well have
finished. We have done that in a staggeringly good—
record—time. Thank you once again. This has been
valuable. We have learned a fair bit this afternoon
and hopefully you have too. I hope that we can
continue this dialogue, because it is incredibly
important to us.
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Written evidence

Memorandum from the Northern TUC (NE 01)

Introduction

1. The Northern TUC co-ordinates and articulates the collective views of trade unions in the region. A
voice for trade union members in and out of work, and in local communities, the TUC represents over
450,000 working people and their families. We are grateful to the Committee for the opportunity to
participate in its review of industry and innovation in North East England. Our response to the Committee’s
call for evidence seeks to illustrate the importance of manufacturing to the region, the role renewable energy
and green technology could play to support industry in the current economic climate and its potential to
advance progress towards a balanced model of sustainable development.

Summary

2. In summary the submission provides:

— An analysis of the major economic and social challenges confronting the North East and
implications for policy makers.

— Comments on the capacity of manufacturing to supply highly skilled, well paid jobs with good
terms and conditions of employment for the region’s workforce.

— Explores key areas of industrial strength in renewable energy and green manufacturing that could
supply consumer demand for goods and services in the low carbon economy; specifically oVshore
wind, carbon capture and storage technology and electric vehicle production.

— Considers the policies; governance arrangements, planning, infrastructure and resources needed to
unlock new industrial development capable of meeting these green growth objectives.

3. An assessment of industry and innovation in North East England is a step in the right direction towards
resolving long standing structural weaknesses in the economy that have rendered the region more vulnerable
to economic shocks and left it ill disposed for recovery.

4. What does this mean for industrial policy in the North East Economy?

— An over reliance on low wage, low skill business models compounded by the threat these jobs will
be outsourced to countries with even lower labour costs.

— A significant proportion of the region’s potential manufacturing capacity has been under-utilised
in favour of service sector employment.

— A low wage economy employing workers with fewer skills, training opportunities and on poorer
salaries.

— A highly segregated labour market marred by rising levels of unemployment coupled with
significant concentrations of worklessness in former industrial communities.

— A branch plant economy—much of the region’s private sector is owned and controlled outside the
region resulting in many employers acting as “cost centres” rather than “profit centres” and thus
are reluctant to commit capital or workforce investment.

— Transitory foreign direct investment.

— Given the current economic climate companies will be making cautious projections regarding
future skills requirements and to generate perceived cost savings will cut back on training. This
tendency can act as a critical constraint in the upturn.

— It is widely accepted that climate change will disproportionately impact on more vulnerable sectors
of the economy and society. In light of its socio-economic profile, the North East may find the
threat of climate change and transition to a low carbon economy more challenging without
appropriate Government support.

5. Until recently, the North East enjoyed steady, albeit modest growth and regional governance partners
are to be congratulated for regeneration initiatives that have alleviated the worst eVects of economic decline.
Policy makers have succeeded in identifying the right conditions for growth: increasing the employment rate
and improving productivity; however the TUC believes the strategy should, given the current economic
climate, now aim to secure and embed a better balance between diVerent industries and promote the type
of good quality job creation required to conquer deep seated poverty and inequality.
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6. Position of Manufacturing in the North East

Despite losing a significant number of manufacturing jobs, around 14% of workers in the region continue
to be employed in a sector that produces a fifth of North East GVA. Furthermore manufacturing industries
consistently contribute to a positive balance of trade. In 2006 the North East had a positive balance of trade
of £2.5 billion, up £100 million on 2005. This puts the region in a relatively positive position, with an export
value representing 59% of total international trade in goods. In fact, the North East has maintained a
positive balance of trade of between £2 billion and £3 billion every year since 1998, whereas the UK has seen
its trade gap widen up until 2004.1

7. In a labour market where the quality of employment is deteriorating, manufacturing industries provide
a reasonably good proportion of skilled occupations with higher than average salaries and relatively better
terms and conditions; vital to an area with the lowest average pay of any English region and a proliferation
of vulnerable, insecure work.

8. What role can manufacturing play in creating the conditions for growth?

Astute moves on the part of Government to reassert the importance of manufacturing in rebalancing the
economy and tackling climate change are especially welcome. Investing in developing the manufacturing
industries of the future would arguably promote a better model of sustainable development by helping to
stimulate growth, facilitate the creation of good quality, well paid employment and minimise the detrimental
eVects of economic activity on the environment.

9. Manufacturing continues to be a key strength for the North East. This oVers Government considerable
scope to address national policy concerns and pursue an underlying commitment to achieve a more even
distribution of wealth in the regions.

Potential for Growth

OVshore Wind Technology

10. Whilst the UK has no major wind turbine manufacturing capability and limited, proven supply chain
capacity, the North East has developed transferable expertise in existing engineering sectors that could be
harnessed to transform the regional economy. The region is actively seeking to capitalise on the proximity
of local manufacturing sites and ready labour supply to support the development of oVshore wind
technology in the North Sea and beyond. Building on an existing shipbuilding and oVshore engineering
supply chain, the North East’s ability to manufacture essential components for the oVshore wind industry
such as towers, blades, hubs, rotors, shafts and generators, and at lower transport cost cannot be overstated.
These assets, plus an abundance of natural resources are prized by investors looking for a cost eVective way
of gaining entry to UK/European renewable energy markets. Moreover, the availability of blade and
generator testing facilities, at the New and Renewable Energy Centre in Blyth enables the region to oVer
potential investors a full complement of testing and consultancy services necessary for the development of
the oVshore wind sector without the need for further additional capital expenditure by the public and/or
private sector. Securing the appropriate scale of investment would transform the region as a Centre of
Excellence on a pan-European scale with the potential to open up new market opportunities.

A ready-made supply chain on the doorstep oVers a lucrative pull to potential investors for a number of
strategic and operational business reasons:

— Manufacturers can exert tighter quality control the closer they are located to their suppliers
representing significant cost savings and lowered investment risk.

— Decisions on business location will be influenced by logistics and the proximity of assembly line
production facilities to the product’s final destination.

— OVshore wind turbine assembly involves sizeable components and heavy engineering processes.
The greater distance these components or finished products must travel to their final destination
increases transportation damage liability costs.

— The opportunity to benefit from sizeable economies of scale in the North East is an attractive
incentive for inward investors. Potential advantages to Government from investing in green
manufacturing are twofold:

— Maximise the creation of good quality employment opportunities for the benefit of the region’s
communities.

— Manufacturing good quality product that are needed in a sustainable society to protect the welfare
of its people, natural resources and smooth running of its economy.

11. RDA involvement has been instrumental to a number of major potential investment projects in the
oVshore wind sector coupled with encouraging growth of the local supply chain to support incoming
companies.

1 Rowan K, Manufacturing Now, The Future of the North East, Smith Institute.
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12. The River Tyne and its surrounding communities are the focus for this development. It is estimated
that the location of new facilities for large electrical generator and wind turbine blade manufacturing on
Tyneside could employ close to 2000 engineers. In addition to this further jobs would be created indirectly
through the supply chain. To quantify benefits for the regional economy, the generator facility alone would
produce an additional £25 million GVA per year. With co-located assembly and supply chain activity this
figure could double.2

Low Carbon Vehicles

13. Recession and climate change concerns are driving change in the automotive industry towards
greener vehicles. The North East is at the forefront of this innovation, creating the charging infrastructure
required to promote the manufacture and use of electric cars. Constructive partnership working between the
region’s local authorities and private sector made this project possible and is predicted to deliver high value
adding, spin oV opportunities for regional businesses.

14. A Memorandum of Understanding between Nissan and One North East has added impetus to this
agenda in light of the company’s decision to study the feasibility of electric car and battery production in
Sunderland. Being the first region in the world to synchronise piloting new infrastructure with the electric
car’s production should stimulate demand and lead to a new line in sales for companies like Nissan. Short
term this intervention should help to propel the North East out of recession and in the medium to long term
safeguard vital jobs in the region’s automotive industry. To complement activity at Nissan, two regional
companies are participating in an Ultra Low Carbon Vehicle Demonstrator research project in conjunction
with Newcastle Science City. Whilst Smith Electric Vehicles in Washington are already the world’s largest
manufacturer of electric light commercial vehicles and supply technology to Ford. The company would
benefit from continued investment to expand its footprint in the industry.

Carbon Capture and Storage

15. The TUC appreciates the route to obtaining secure, aVordable, low carbon energy supplies whilst
maintaining business competitiveness is fraught with potential challenges. Government is to be commended
for taking a global lead on this issue and being quick to recognise opportunities for the creation of new high
tech low carbon industries, more jobs in advanced green manufacturing while simultaneously helping some
of the highest energy users to cut polluting emissions. Industry cannot improve its stewardship of the
environment in which it operates overnight. This ambition is neither realistic nor economically desirable for
businesses or workers employed in traditional energy sectors. For this reason the TUC advocates a balanced
portfolio of mixed energy supply. Finding ways to burn fossil fuels cleanly by reducing the harm this process
causes the environment will buy valuable time to allow the economy and workers adapt to new forms of
power generation from low carbon sources. Government proposals to nurture the development of a CCS
cluster on Teesside with the aim of creating a new generation of jobs in the low carbon economy are welcome.
However it is imperative Government take swift action to consolidate these regenerative investment plans
given the potential loss of 2,000 jobs at the Corus steel plant, which will have a devastating impact on
workers and their families in the locality.

Development Constraints

Finance

16. Prioritising activity where there is growth potential and eliminating barriers to seizing the
opportunities that exist clearly constitute sound principles on which to base key policy funding decisions.
The nature of Government assistance available and manner of its implementation are influential factors in
determining whether projects to test new technology can be carried out and deliver results. Outcomes from
R&D projects are often uncertain and require large, upfront investment. Project risks include both “market
risks” and “technology” risk. Where they are aggregated, many projects find it impossible to obtain funding
and potential private investors are deterred by apparent public sector unwillingness to pool risk resulting in
many regeneration initiatives not being undertaken.3 The TUC is acutely aware that winning a greater
share of global inward investment to support the advancement of green technologies and vital employment
growth will not be easy, especially in the context of a world recession. Nevertheless the TUC considers
Government measures to improve access to finance for high stake projects would persuade private sector
investors to get on board if risks can be evenly shared.

17. A common criticism of British innovation is the propensity to back projects that are not technology
ready. Much of British R&D funding goes into university research. However profitable innovation leading
to significant job creation tends to come from projects where the technology is suYciently well developed
to pilot mass use. Projects of this type possess the capability to generate adequate returns on investment
which can oVset the higher levels of risk involved. Too often innovative ideas emerge in Britain but are
developed for commercial purposes elsewhere producing only one oV fleeting benefits for the economy. To
maximise the potential employment benefits arising from knowledge transfer partnerships between research
institutions and business the TUC endorses recent Government thinking to promote projects with higher

2 ibid.
3 TUC: Building a Competitive, Sustainable Economy; an agenda for a strong post recession Britain.
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technology readiness levels such as oVshore wind technology and CCS demonstration. Consequently the
TUC welcomed announcements in the Budget that UK and renewable energy projects stand to benefit from
up to £4 billion of new capital from the European investment Bank, removing blockages in project financing
and a new funding mechanism will be introduced to support up to four CCS demonstration projects with
up to £90 million spent on preparatory studies.

18. Funding certainty however is another issue. Critics of Government innovation policy highlight the
paucity of long-term funding as a real problem. A piecemeal approach to awarding small grants on a
competitive basis is incongruent with the foresight required by successive Government administrations to
secure a sustainable industrial legacy by seeing regeneration projects that are in the region’s long term
interests through to completion. This trend is compounded by the corporate profit motive. Attaining the
benefits from long term planning will always be compromised in circumstances where shareholder interests
dictate short-term investment priorities. We already lag behind European competitors deriving energy from
renewable sources and leading advances in green technology. Energy producers and consumers that are
latecomers to the debate on climate change vividly illustrate this point. Although the TUC is pleased
Government appears alert to these dangers having acknowledged that “the actions of Government
inevitably aVect the climate in which business operates, and that Government needs to take an active role
in addressing market failures.4

Planning and Infrastructure

19. The planning regime will no doubt be in need of reform to accommodate new industrial land use. It
is essential planning instruments are used to meet the dual goal of facilitating sustainable economic
development together with adapting to and mitigating the eVects of climate change. Delivering economic
transformation through the planning system requires decision makers to oversee the adoption and co-
ordination of a coherent spatial strategy across all tiers of Government. Planning permission criteria for new
and existing developments should reward applications that will contribute to the development of sustainable
regional economies by making products closer to their end use point and generate employment
opportunities for deprived local communities. Early progress installing supporting physical infrastructure
could prevent supply chains going overseas. The existing planning framework is currently too fragmented
to meet this obligation.

Skills

20. Until recently the region’s industrial base was incongruent with global economic trends. Subsequently
the economic and skills base lacked relevant competencies to cope with the demands of globalisation.
However the necessity to produce renewable energy and green products, coupled with extant workforce
capacity provides scope for sustainable industrial expansion in the North East. Leading edge manufacturing
industries, operating in relatively uncharted territory, will thrive where they can build on transferable skills
already established in the region’s skills base. But the skills system needs to overcome a number of hurdles
to enhance support for the redevelopment of regional industry.

21. The notion of a demand-led skills system commands TUC support. However the TUC is unconvinced
an approach which focuses almost exclusively on employers’ perceived skills needs shall resolve growing
demand in the energy and manufacturing sectors. Many sectors of the green economy are already
experiencing skills shortages. This is indicative of market failure hence a key area for Government
intervention. The TUC believes opportunities aVorded by the green economy are pivotal to future economic
growth prospects and believes there is a strong case for Government giving serious consideration to a greater
role for regulation in driving up the necessary skills base.

22. Increasing apprenticeship numbers is highly dependent on growing employer commitment. It is
crucial in the current economic climate that employers do not lose sight of the need to retain current
apprentices and recruit more to cope with increased demand in the upturn.

23. The time lag between the development and application of new skills needs to be shortened.

24. Expansion of training initiatives should provide opportunities for unemployed individuals to acquire
the type of skills required by jobs in a green economy.

25. Occupational segregation is a major cause of labour market inequality. Consideration should be given
to promoting the employment of under-represented groups in industry to tackle pay and opportunity gaps.

Policy and Governance Frameworks

26. Clearly Government plays a key role setting the overarching policy, investment and regulatory
framework to shape market conditions conducive to the development of a low carbon regional economy.
At the regional tier public agencies design initiatives and administer resources to facilitate business growth,
job creation and skills development. In turn local authorities and Job Centre Plus provide infrastructure and
support individuals and communities to access job opportunities available in the labour market. Although

4 HM Government, Investing in a Low Carbon Britain, p 7 April 2009.
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public sector agencies have distinct remits they coalesce to promote the economic prosperity and wellbeing
of the people they serve. Delivering industrial innovation in the North East obviously requires joined up
policy thinking, external relationship building and a strategy for public engagement but this can become
disjointed in practice. Government will need to ensure appropriate connectivity exists between diVerent
parts of the system. This must feed through into practical ways of working that can deliver the changes
needed to transform the region’s industrial base and secure a sustainable future.

Memorandum from Gateshead Council (NE 02)

Summary

1. Vision 2030 is Gateshead’s long term ambitious strategy based around 6 Big Ideas. In order to achieve
Vision 2030, the Council is developing an economic masterplan with Newcastle City Council and 1NG (City
Development Company) for NewcastleGateshead. It has also developed a £200 million “10 Point Plan” for
economic resilience.

2. The Council would like to highlight to the North East Regional Committee of the House of Commons
four key interventions to achieve Vision 2030:

— Increasing apprenticeships in Gateshead.

— Universities College Gateshead.

— The role of renewable energy in the economy.

— The role of creative industries in the economy.

Vision 2030

3. Our long term vision for the future, and basis for the issues and approaches highlighted above is set
out within Gateshead’s Sustainable Community Strategy, Vision 2030, published in 2007. This sets out our
high aspirations for local people, and our commitment to maximising opportunities and skills to develop a
sustainable local economy.

4. Our aims are based around Six Big Ideas which highlight a pathway of interventions to unlock the
potential of local communities. These are:

— City of Gateshead—building a diverse and larger population.

— Gateshead goes Global—attracting international talent.

— Creative Gateshead—a borough of high achievers.

— Sustainable Gateshead—strong economic performance.

— Active and Healthy Gateshead—healthiest people in the UK.

— Gateshead Volunteers—the volunteering capital of the UK.

5. We recognise that the economic landscape has changed significantly in the last two years, and the
economic downturn has required us to think diVerently about how we ensure that our long term goals are
achieved.

6. Gateshead’s economy has performed strongly in recent years. A report by the OECD in 2005 identified
Gateshead as being the only place in the North East Region to keep up with the national business growth
rate (12%) and identified significant infrastructure assets in the North East which are enabling it to be more
competitive. This, combined with the experience of many of our businesses having survived the last
recession, and our ambitious long term plans for the future is helping Gateshead in this current economic
climate.

Economic Priorities

7. Traditional manufacturing industries such as ship building and related commerce have historically
shaped the economic structure of Gateshead and the wider sub region. A decline in these industries has
required innovative economic restructuring, which builds upon the legacy of our manufacturing base and
infrastructure, whilst also maximising opportunities for future growth in new and emerging sectors.

8. Economic analysis of NewcastleGateshead has highlighted that the future of the economy will be
driven by creativity, knowledge intensive business services, learning, research, culture and quality retail uses.
To ensure we maximise opportunities within these sectors, we will work with partners locally within
Gateshead and through the City Development Company (NewcastleGateshead:1NG) to maintain a diverse
economic base, whilst developing stronger regional and national specialisms for the benefit of local residents
and businesses.
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9. Our future plans for economic development are articulated within the developing “1NG Plan”, the
economic masterplan for NewcastleGateshead. This draft plan recognises that economic impacts are not
restricted within local authority administrative boundaries. The plan therefore promotes a broader focus to
meet the needs of local residents and businesses. Our draft proposals with Newcastle include:

— Commercialise the science base with particular focus on acknowledged research strengths.

— Develop niche strengths in areas where potential is identified, including advanced manufacturing,
oVshore biotech and creative industries.

— Grow the HE sector and maximise potential for economic gain.

— Sustain and grow existing sectors which have potential for maximum job impact.

10. There is a focus on creating an appropriate skills base for the new economy, ensuring that learning
and skills provision meets the needs of changing sectors. This is oVered through a range of means, including
vocational learning, apprenticeships for all age groups and a choice of academic routes.

11. Design Centre for the North based in Gateshead and Science City in Newcastle link with education
providers to ensure proactive support for businesses to innovate in science, technology and design.

Economic Resilience

12. The economic downturn has provided an added impetus for accelerated action in a number of areas
to ensure that our communities are supported to manage the impact of the downturn, and are fully prepared
for the upturn.

13. To ensure that appropriate actions and interventions are identified, the Council has developed a £200
million “10 point plan” for economic resilience. Implementation of the plan is taking place in partnership
with key service providers across the borough to ensure a co-ordinated and well communicated approach,
with maximum benefit for communities.

14. The 10 Point Plan focuses on the following areas for action:

1. Acceleration the Council’s £160 million capital programme. There will be investment in the
infrastructure necessary to facilitate development by undertaking advance preparation and
enabling works on development sites, thereby reducing costs and risks for developers.

2. Supporting Business—introduction of a package of support for businesses. This will include
exploring with Central Government, the establishment of Employment Zones in Team Valley
and East Gateshead and Town Centre oVering tax incentives and planning flexibilities. The
Council will oVer up to 12 month rent free for some businesses in its business units and will
also freeze rent reviews for some businesses where a sustainable economic case is made.

3. Skills—to ensure preparation for the future economy, ensuring that the Borough has a skilled
workforce for future economic growth, a targeted strategy for increasing Apprenticeships and
Internships will be implemented.

4. Support to residents—a One Stop Shop for advice and support, establishing a Taskforce for
advice to residents.

5. Growth—maximising the use of vacant sites and buildings, by:

— Extend the “Starter for Ten”— utilising unused properties and underdeveloped land by
accommodating a range of temporary uses. This project will transform a redundant
building in the heart of the town centre into a thriving creative cluster for small businesses.

— bring forward ‘move on’ space that can provide accommodation for businesses in target
sectors.

6. Buy Local—development of the Council’s Local Procurement Strategy, including:

— To increase the value of local spend, and within the confines of legislation governing
procurement activity, changes have been made to the Council’s constitution to ensure that
consideration will be given to whether or not local organisations can fulfil the Councils
requirements for business. Where it is considered that local organisations are able to fulfil
the requirements, then at least one quotation or tender should be invited from a local
supplier.

— Ten day promise for payment, ensuring that all businesses are paid within 10 days.

7. Supporting Communities—investment in social enterprise and volunteers. Empowering
communities, generate and retain wealth in the area, create employment are the forefront of
innovating new services. The Council will support the growth of 100 new social enterprise
businesses, including recycling/ environmental; health and social care and supporting
citizens services.
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8. Active and Healthy—introduction of free leisure time in Council owned Leisure Centres to
encourage local residents to remain active and healthy in this current economic climate.
Including:

— “Active Access”—discounts for those in receipt of benefits and their dependents.

— Free swimming for under 16’s and over 60’s from 1 April 2009.

9. Sustainability - accelerating and exploring environmental technology as a new economic
growth sector for the future.

10. Building confidence and profile—including a NewcastleGateshead Tourism Marketing
Campaign and a Campaign to attract new businesses into the Borough.

Interventions

15. In order to achieve Vision 2030 and the “10 Point Plan”, the Council would like to highlight to the
North East Regional Committee of the House of Commons four key interventions:

— Increasing apprenticeships in Gateshead.

— Universities College Gateshead.

— Focus on renewable energy.

— Focus on creative industries.

Apprenticeships

16. Our commitment to increase apprenticeships and internships across Gateshead is articulated within
the 10 Point Plan, and includes a commitment to double the number of apprenticeships within the Council
and increase the number by 500 across the Borough. This will be achieved through the development of an
Apprenticeship Plan for the Council (oVering new apprenticeships in areas such as IT and media) as well as
converting existing posts into Apprenticeships, thereby committing to training provision. Increased
apprenticeship provision has also been developed as a priority for inclusion in the Gateshead Agreement
(LAA).

17. Developing the number and range of apprenticeship schemes will increase the skills levels of the
working age population. It will also provide training and employment opportunities for those entering the
labour market and are potentially at risk of becoming NEET (not in employment, education or training).
In addition it will provide a re-training option for those who may find themselves out of work as a result of
the economic downturn. Apprenticeships will enable us to meet the needs of the current workforce, whilst
also preparing a workforce for the future based on predicted developments and related priorities to develop
creative industries and digital technologies within Gateshead.

18. Reflecting both local and national priorities, proposals are being developed to establish an
apprenticeship Consortium which will reduce barriers to employers recruiting apprentices and provide a rich
and valuable programme for apprentices themselves.

19. The proposal is based on the Group Training Scheme established in Australia. A version has also been
recently been established in London (the London Apprenticeship Company), although our approach will
need to diVer due to the diVerent economies of scale.

20. The Consortium will comprise a core organisation which acts as the employer of apprentices (16–18
and adult), securing training from appropriate providers, and ensuring that all statutory checks, monitoring
and mentoring are carried out. The core organisation will recruit apprentices and place them with employers
or voluntary organisations for fixed periods for a monthly fee (similar to a temping agency).

21. The Consortium will have a regional remit, with Gateshead used as the initial geographic focal point.

22. The apprenticeship frameworks will be determined by employer demand, and in the North East are
likely to include:

— Business & Administration.

— Health & Social Care.

— Customer Service.

— Retail.

— Creative Industries.

— Digital Media.

— Construction.

— Hospitality and Catering.

23. Support from the London Apprenticeship Company will expedite the set up process, and
conversations are taking place to enable Gateshead to learn from experiences in London.
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24. Set up costs would be required for the above to establish the infrastructure for the first eighteen
months, after which the Gateshead Apprenticeship Consortium should be self-sustaining. These costs are
likely to be of the order of £300,000, and funding is currently being sought from the LSC for Apprenticeship
Training Agencies and Group Training Associations to test alternative delivery models for apprenticeships.

25. Key issues with the current system for apprenticeships remain, particularly in relation to funding for
training for adult apprenticeships, which covers only part of the costs (as opposed to full cost reimbursement
for 16–18) and the fact that funding follows the employer, rather than the individual.

Universities College Gateshead

26. To achieve our aspirations for a world class learning environment and to increase participation in a
spectrum of learning opportunities within Gateshead, partners aim for a university presence in the Borough
by 2030.

27. The Gateshead Agreement (Local Area Agreement) includes targets in the shorter term to increase
the number of residents with higher level skills, with a view to increasing demand in higher education in
Gateshead.

28. Building upon Gateshead’s well established creative and cultural oVer, one element of our approach
will be to increase demand through a focus on arts, culture, creativity and sport as a sector. We also recognise
the significant role of public services as an employer within the North East Region, and aim to create a
beacon for public services, with our employees benefiting from world class learning and development. As
such, this sector will form a focus of our approach through Gateshead Public Services Academy. We will
work with employers and businesses to shape programmes of learning across all sectors to increase demand
and engagement, and ensure that our educational oVer meets local need, based upon existing and predicted
future skills gaps.

29. In developing our approach, we will seek to integrate targets and outcomes into Local Area
Agreements and the Tyne and Wear City Region Multi Area Agreement to contribute to Public Service
Agreement targets of DIUS and DCSF. Particular focus will be given to a “Learning City Region and a city
region clustering of 14–19 commissioning”, to ensure integration between learning, skills development and
employment.

The Role of Renewables in Gateshead and the North East Economy

30. There is an increasing recognition that ecology and economy are becoming ever more interwoven—
locally, regionally, nationally and globally. Within Gateshead we recognise the global impact that our
interventions can have, and are keen to couple an environmentally sustainable approach with opportunities
for economic development.

31. The Green New Deal reinforces the international drive to link responses to the economic downturn
with opportunities to address climate change through major investment into reusable energy and the
creation of “green collar” jobs.

32. Researchers such as the Smith Institute further highlight the significant growth in this sector, which
is expected to expand over coming years.

33. Gateshead’s commitment to ensure that environmentally sustainable lifestyle and business choices are
easy to make is articulated within our Sustainable Community Strategy—Vision 2030. There are a number
of innovative examples of how Gateshead Council and partners are seeking to achieve this through the use of
renewable energy. For example Winlaton Mill community group has installed a micro-hydro scheme, there is
a 34kWp installation at Gateshead International Business Centre, six hot water solar schemes have been
installed in police stations across Gateshead and consultations are underway with regards to incorporating
Combined Heat and Power units in five new swimming pool developments.

34. We aim to accelerate and explore environmental technology as a new economic growth sector for the
future. Linked to this we will seek to establish a Council owned energy company, and companies have been
invited to tender to undertake a feasibility study. This will enable us to produce renewable energy for use
locally, with the potential for exporting in the future. Producing energy in this way will not only contribute
to the environmental sustainability agenda, but will also enable us to stabilise costs for the benefit of
residents and businesses in Gateshead, who will not be vulnerable to the fluctuating costs of global markets.

35. We are also keen to explore other environmental technologies (for example, “Clean Coal”), as an
opportunity to ensure a more sustainable Gateshead and north east region.

Creative Industries

36. Gateshead’s focus on cultural and creative industries represents a commitment to the arts spanning
over 20 years, and a concerted eVort to develop the borough as a hub for creativity and creative enterprise.
The last 10 years in particular have brought Gateshead onto the international stage. The redevelopment of
Gateshead Quays is an internationally renowned regeneration programme, which has had a positive eVect.
Research has shown that more people are visiting Gateshead, more businesses are relocating to Gateshead,
there has been more inward investment and national and international recognition.
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37. Physical changes to the Borough such as The Angel of the North and developments at Gateshead
Quays are part of a holistic cultural oVer to improve the perceptions, aspirations, skills and confidence of
local people and business, to attract creative professionals to Gateshead.

38. We recognise that there is currently an unmet demand for creative workspace in Gateshead. The
Starter for Ten is an innovative project which will transform redundant buildings at the heart of Gateshead
into a thriving creative cluster for small businesses. The project aims to utilise unused properties and
underdeveloped land by accommodating a range creative enterprises.

39. The Council has committed funds from its capital budget to refurbish a building in the town centre
which was ear-marked for demolition in two years time as part of the town centre redevelopment. A
secondment has been arranged with Arts Council England to lead the project.

40. The project is aimed at creative businesses that would otherwise have diYculty accessing workspace.
The building is being refurbished to a minimum standard which meets health and safety requirements and
will be oVered to creative practitioners on a rent-free basis.

41. At the same time the Council is looking at other vacant properties across the borough for further
developments based on the Starter for Ten model. A priority is to identify follow-on space for the occupants
of the first building at the end of the two years.

42. It directly links into Gateshead’s long-term plan for the redevelopment of the town centre as described
in Vision 2030. Creativity is at the centre of the vision, one of 6 Big Ideas to establish a creative quarter in
the town centre.

43. The pilot project aims to revitalise a run-down area of the town centre while at the same time it
functions as a vital piece of action research to inform Gateshead’s long term strategy to address the demand
for creative workspace and support it in a sustainable way.

44. This project focuses on the needs of talented creative people. It aims to retain talent by providing a
supportive environment which encourages the sharing of skills and ideas, access to networks and
opportunities for collaboration. The overarching aim is to make Gateshead a place to which more creative
practitioners will be drawn, where they can develop and thrive.

45. Over 50 individuals expressed an interest in accessing the workspaces prior to any formal advertising,
which was launched on 14 May 2009.

Conclusion

46. Gateshead has a long term ambitious strategy for the future, Vision 2030. In order to ensure that this
vision is achieved in this current economic climate, Gateshead Council has developed a £200 million 10 point
plan for economic resilience.

47. Four key areas of intervention to achieve Vision 2030 that Gateshead Council would like to bring to
the Committee’s attention are:

— Increasing apprenticeships.

— Universities College Gateshead.

— The role of renewables in the economy.

— The role of creative industries in the economy.

48. Gateshead Council would welcome the opportunity to present evidence to the committee.

Memorandum from the Learning and Skills Council North East (NE 03)

Background

This report is submitted as evidence by the Learning and Skills Council North East (LSC) to the North
East Regional Committee for its first enquiry on “Industry and Innovation in the North East”. The report
includes detailed evidence and assessment of:

— General skill levels in the North East.

— Employer engagement in developing the skills of the workforce in the region.

— New policy initiatives to address skills in the current economic climate.

— A number of examples of “Skills Activism”.

The main conclusions of the report are:

1. Skill levels of the North East workforce are increasing significantly although a number of issues
remain (Section one below).

2. The Train to Gain and Apprenticeship programmes are eVective in helping employers to develop
the skills of their current workforce (Section two below).
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3. Substantial eVorts are now being made to deal with skills and employment in the current economic
climate (Section three below).

4. There are many current examples of “Skills Activism”—where LSC is intervening to address skills
issues rather than just “leaving it to the market”. The critical factor in this approach is the
relationships that exist amongst LSC staV, employers and other stakeholders such as Sector Skills
Councils. There is a risk that these relationships are lost in the forthcoming “Machinery of
Government” changes (Section Four below).

The context for the LSC’s work in the North East has changed considerably in the last 12 months. It is
important to recognise that:

— The recession has increased the demand for LSC support from employers, many of whom are
seeking to retrain workers at risk of redundancy; it has also increased demand for skills training
from individuals who are about to be made redundant or who have been made redundant. This
has led LSC to work much more closely with Jobcentre plus and other partners—to help both
individual employers and the workforce as a whole.

— The Apprenticeships, Schools, Children and Learning Bill agreed by Parliament will dissolve the
LSC with eVect from April 2010. As a result of this Act, LSC’s current work with and funding for
16–18 year olds will pass to local authorities; the Act will also create a new agency, the “Young
Peoples Learning Agency” to oversee this work at national and regional level. The LSC’s work
with adults and with employers will transfer to a new Agency called the “Skills Funding Agency”;
this Agency will incorporate a “National Apprenticeship Service” to provide an enhanced service
for young people/adults and employers on Apprenticeships.

Section One

Skill levels in the North East

Since its establishment in 2001, the Learning and Skills Council has achieved a substantial increase in the
skills levels of the population of the North East. The main focus of the LSCs work has been on helping young
people and adults to achieve formal qualifications. The LSC achieves this through a network of Further
Education Colleges, training providers, schools and Sixth Form Colleges, local authorities and the
voluntary/community sector.

Since 2001, the LSC has mainly been working in relatively prosperous economic conditions. It has mainly
been driven by the need to make sure that young people and adults have the necessary skills to be successful
in the labour market and that employers have a highly skilled workforce to ensure that they are globally
competitive. In line with these priorities, the Government commissioned a fundamental review of the skills
system in 2006; this was led by Lord Sandy Leitch and is known as the “Leitch Review”. This Review
identified that if the economy is to remain globally competitive that by 2020 90% of the adult population
should be qualified to at least Level 2 and 40% to at least Level 4.

The current and historical skill levels of the population of the North East are illustrated below:

% of working age population 2001 (North 2001 (England 2007 (North 2007 (England
qualified to at least Level: East) and Wales) East) and Wales)

Level 4 18 23 24 28
Level 3 38 42 45 47
Level 2 60 63 68 68
Without qualification 20 16 14 13

(Source: Annual Labour Force Survey/ Annual Population Survey)
Figures how highest qualification levels within working age population by percentage ie 23% of the working
age population of England and Wales are qualified to at least Level 4.

The conclusions are:

Since 2001 the qualification levels of the North East population have increased significantly.

The number of adults in the working age population qualified to at least Level 3 (Apprenticeship/
A level or equivalent) has increased from 38% of the working age population (2001) to 45% (2007).

The number of adults in the workforce qualified to at least Level 4 (degree or equivalent) has
increased from 18% (2001) to 24% (2007).

Employers in the North East therefore now have a much more highly qualified workforce to
support their competitiveness and innovation.
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Section Two

Train to Gain and Apprenticeships

Since 2005 all employers in the North East have been able to access support for training their existing
employees through the Train to Gain service. This is delivered on behalf of the LSC by Business Enterprise
North East (previously Business Link) who provide a free “brokerage” programme for employers. LSC now
has more than 200 contracted providers who will deliver the Train to Gain funded support for employers.
On average, approx. 4,000 employers a year in the North East have been supported through Train to Gain.

— Since September 2008 Train to Gain has supported 993 employers in the Region within the
manufacturing sector, delivering 6,528 technology qualifications, an investment of approximately
£10.5 million. In addition the sector will have accessed generic qualifications such as leadership and
management.

— Since September 2006, more than 9,000 people employed in the manufacturing sector in the North
East have started a Train to Gain funded programme. Only 21 of these were at Level 4, although
this may reflect that Level 4 has only recently been eligible for support.

— There is currently no evidence of the economic downturn having a negative impact on the take up
of the Train to Gain oVer. Training providers and Colleges report that manufacturing companies
are using production downtime to access funded training. A significant drop in demand for full-
cost training is reported—this is where an employer is paying the full cost of training to a provider
without any public funding. Providers are also being asked to respond to employer needs in
diVerent ways, such as condensing training and delivering it in shorter timescales.

— The introduction of new flexibilities for SMEs in Train to Gain will help them weather the eVects
of economic downturn by funding or part-funding business critical modules of qualifications such
as team-working, business improvement, IT user, and risk management.

— Latest information (March 2009) shows that the number of Train to Gain starts in the North East
has increased by 185% from the previous year. The North east has the fourth highest number of
Train to Gain starts of the nine English Regions—even though it has the smallest number of
employers.

— The LSC also funds a “Skills Solution Fund”, channelled through Business Enterprise North East
to fund training needs analysis and the resulting training solutions that fall outside of the Train to
Gain oVer. This provides funding of up to £8 million for employers across the Region. A further
£8 m illionof European Social Fund has been used to expand the Train to Gain budget. This allows
additional support for employers for areas of activity that might fall outside of the mainstream
funding.

— The engineering sector as a whole has more than 4,000 people per year on a range of apprenticeship
programmes. This has been driven in part by expansion of Adult Apprenticeships for learners aged
19!. This growth suggests an increased focus on retaining and up skilling existing staV supporting
employers through the downturn.

— There is evidence that increasing numbers of apprentices are being made redundant by their
employer. The LSC has acted to introduce additional funding to help address this issue and has
made the commitment to support redundant apprentices for at least six months in order for them
to complete their programme.

— It is important to acknowledge the impact that recent changes to “infrastructure” may have on
Train to Gain and Apprenticeships delivery. For example, the development of “Compacts” to
provide particular types of qualifications in particular sectors has increased the demand for Train
to Gain support.

Conclusions

The number of employers (and individuals) supported through Train to Gain in the North East is
increasing substantially and is well above comparable regions. The North East is arguably the best
performing region in terms of Train to Gain performance.

As part of Train to Gain, Substantial public funding has been given to employers in the manufacturing
sector in the North East to support the training of existing employees—over 9,000 employees of the sector
have been helped to date. However, the substantial proportion of these are at Level 2 with only a small
proportion at Level 4.

Train to Gain and Apprenticeship resources are under increasing pressure as a result of increased demand
from employers and individuals. However, substantial resources are available to support the manufacturing
sector to increase the qualifications of their employees. These are supplemented by additional ESF funded
activity which provides more flexibility in terms of the support available.

Apprenticeship programmes are still popular with employers—both for young people and adults with
over 4,000 people per year in the region at some stage in an engineering apprenticeship.
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Section Three

Response to the Economic Downturn

3.1 Redundancies

LSC works in partnership with Jobcentre plus to support the workforce aVected by specific redundancies.
This is typically made up of information and advice for individuals under threat of redundancy and short
term training for people before they leave employment. Some of the major redundancies in the region have
been planned and phased in over a period of time which allows for much greater support to be made
available. Others are more immediate which means only a limited level of support can be provided.

3.2 nextstep service

nextstep information and advice service is funded by LSC and provides work related information and
advice for people both in and out of work (in which cases it works alongside Jobcentre plus services). In
recent months, the service has seen a considerable increase in activity relating to redundancies; it oVers
services directly to employers eg on employers premises, related to shift patterns or to individuals through
a network of outreach facilities. The service has been supplemented by use of ESF in addition to its core
contract with LSC.

3.3 Additional Support for six month unemployed

In January 2009, the Government announced a package of measures to support unemployed people back
into work. This included so called “golden hellos” of £2,500 for any employer recruiting someone who has
previously been unemployed for at least six months. As part of these measures, LSC is in the process of
contracting an additional £6 million to FE Colleges in the Region to support them in working with the
unemployed. In many cases, this is an extension of the work already being done by Colleges but it also
provides an opportunity for Colleges to broaden the range of training they can provide and oVer a more
flexible response. This will help over 5,000 job seekers between May 2009 and July 2010.

The recent Budget included an announcement of additional help for people who have been unemployed
for 12 months; further details of this are awaited.

3.4 Train to Gain and response to redundancies

As well as this, LSC is providing a further £7.7 million to support the training sector to work with
employers in the recruitment and training of unemployed people. This will work alongside the Jobcentre
plus “Local Employment Partnership” (LEP) programme with specific employers. It will be of particular
impact where an employer is recruiting and the workforce has longer term development needs.

All of these particular initiatives have been developed in the context of much greater flexibility for
mainstream delivery—including for example the extending of Train to Gain eligibility to volunteer workers.

Section Four

Skills Activism

In his speech to the CBI on 24 October 2008, John Denham outlined a number of approaches to encourage
demand for skills and innovation in skills.

“We are committed to developing a demand led skills system. But we will often need to go further
if we are to support important and strategic sectors of the economy”.

“If individual employer demand alone will not produce what we need, we need to strengthen
employers’ collective ability to shape the system”.

The following are given as real examples of current “Skills Activism” in the North East; where LSC is
working with employers to both meet demand and to innovate for the needs of the future.

4.1 National Skills Academies (NSA)

The manufacturing sector as a whole is currently supported by 4 National Skills Academies which are
employer led and part financed by the LSC:

— Process Industries hub is based in Tees Valley (Darlington). LSC has provided £3 million of funding
to set up and operate this Academy. A good example of its impact is its work with Framwellgate
School in Durham. The Academy is working with the school and its Regional Science Learning
Centre to promote Science, Technology, Engineering and Manufacturing to young people as well
as providing adult training and innovation units.

— Manufacturing is based in the West Midlands with a spoke in the North East, regionally chaired
by Nissan.
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— Food and Drink supported by providers and employers in the North East region.

— Nuclear Industry, based in the North West.

A key role for the academies will be to support employers through the present economic climate especially
in respect of Higher Level Skills and joint initiatives.

4.2 Train to Gain Pathfinder

In respect of the higher level skills programmes that many employers in the manufacturing and
engineering sector require, the North East Region has been delivering an Higher Level Skills Pathfinder as
part of the Train to Gain service. This has enabled the Universities in the Region to develop new and more
flexible programmes for working with employers on higher level skills.

4.3 Young Apprenticeships/Diplomas

— Young Apprenticeships is a programme delivered in schools for the 14–16 age group. In the North
East region we have 547 learners engaging in Engineering and Engineering and Science
programmes. These programmes have a positive reputation with employers and will be an element
of the strategy to support employers respond to the upturn.

— 14–19 Diploma lines presently being introduced into the school/college curriculum could also
support the upturn in this sector. To date there are seven Local Authorities delivering the
engineering diploma with another seven expected to join in September 2009. The manufacturing
diploma has been slower to start, although three Local Authorities are expected to commence in
September this year.

4.4 Renewables Sector

In May 2009, LSC organised a joint discussion event with the Energy leadership council, six relevant
Sector Skills Councils and relevant Colleges/training providers to discuss emerging requirements in the
energy/renewables sector. This has led to proposals being developed for delivery of new Apprenticeship
frameworks; and for Colleges in the region to work with sector skills councils in critical areas.

4.5 Hospitality Sector

Since October 2008, LSC has supported and funded Darlington College to introduce Food Manufacture
as a new sector area. As a result of this support 10 companies in the Food Manufacture sector are now
engaged in Apprenticeships or Train to Gain. The College are expecting 40 Apprenticeship starts and 100
Train to Gain starts in 2009–10. These include the first “Butchery Apprenticeships” in the North East. The
College were recently OfSted inspected with great interest on the new area of learning. The inspectors
reported excellent satisfaction from learners and employers.

4.6 Retail Sector

LSC has worked with Newcastle City Council and Jigsaw (a private training provider) to establish and
operate a learning facility at Eldon Square Shopping Centre in Newcastle. Through contact with the
Sunderland 14 to 19 Diploma consortia in Autumn 2008 regarding delivery of the Retail business diploma,
a similar facility is now being established in the Bridges shopping centre in Sunderland. This new Centre will
become part of the National Skills Academy for retail.

Conclusions

There is a need to be both demand led (ie responding to current demands from employers) and to be “skills
active” ie working with employers and providers to identify future needs and respond within collaborative
and innovative solutions, “to shape and create markets”.

Only by doing this will we provide for future skills needs rather than simply meeting current demands or
historical practice.

Such “active” approaches depend on:

— Relationships amongst key partners—at strategic and individual, operational level.

— Resources (mainly people and time) to develop these relationships and develop productive
solutions.

There is a risk that such approaches will become more diYcult during the current “Machinery of
Government” changes which are aVecting the LSC. These changes will lead to loss and movement of key
staV and consequently a need to rebuild such approaches within successor bodies such as Skills Funding
Agency and Young Peoples Learning Agency.



Processed: 11-12-2009 22:04:05 Page Layout: COENEW [O] PPSysB Job: 434566 Unit: PAG4

North East Regional Committee: Evidence Ev 77

Memorandum from the Tees Valley Joint Strategy Unit (NE 04)

Summary

— The Tees Valley Joint Strategy Unit is funded by Darlington, Hartlepool, Middlesbrough, Redcar
and Cleveland and Stockton on Tees Borough Councils to develop on their behalf a strategic Tees
Valley wide policy on economic development, planning, housing, tourism and transport. The Unit
also acts as a secretariat to Tees Valley Unlimited, a sub regional partnership with the private sector.

— The Tees Valley economy is based on the largest integrated process industrial complex in the UK
organising a world class petrochemicals, energy, biofuels industry, the third largest port in the UK
and a world class advanced engineering industry. The petrochemicals industry alone contributes
£3.5 billion to the UK economy and 70,000 jobs in the UK depend on it. There is a pipeline of
investment in petrochemicals/energy/biofuels of £4 billion expected in the next five years.

— The Government’s new approach to manufacturing industries—industrial activism—is a strategic
approach to the development of manufacturing industry. The emphasis on the low carbon
economy is good news for the Tees Valley. There is a need to ensure Government understands the
important contribution the Tees Valley can make in this key sector and contribute to climate
change. There is a concern that Government may be less willing to take a strategic approach to
dealing with important, traditional sectors such as petrochemicals which are the bedrock of
manufacturing industry in the UK.

— One NorthEast have led the way in their approach to innovation through setting up the Centre of
Process Innovation at Wilton to translate specific research into new commercial products in
advanced industrial processes, the low carbon economy, the development of functional materials
and plastic electronics. CPI has a national reputation and attracted national facilities in plastic
electronics and biotechnology. The Digital City project is encouraging innovation in digital and
multi media. ONE is developing innovation connectors at Wilton and at Digital City to support
the dissemination of innovation into the broader community.

— ONE, Tees Valley JSU, Tees Valley Regeneration, the North East Process Industries Cluster, and
the local authorities work closely together to ensure the £4 billion pipeline can be implemented by
tackling barriers to development such as infrastructure, helping businesses with their proposals,
and taking a comprehensive and proactive approach to obtaining statutory approvals.

— One area which is diYcult to crack is the development of high level skills for manufacturing due
to the plethora of Government agencies and the lack of flexibility in national schemes. Tees Valley
Unlimited is tackling this by preparing a report with the key industrial sectors to identify the
demand for skills in key sectors in the Tees Valley.

1. The Tees Valley Joint Strategy Unit

1.1 This submission to the North East Committee on Industry and Innovation in the North East of
England has been prepared by the Tees Valley Joint Strategy Unit on behalf of the five Tees Valley
authorities—Darlington Borough Council, Hartlepool Borough Council, Middlesbrough Borough
Council, Redcar and Cleveland Borough Council and Stockton on Tees Borough Council—and Tees Valley
Unlimited—a partnership of the Tees Valley authorities and the private sector.

1.2 The Tees Valley Joint Strategy Unit is funded by the Tees Valley authorities to develop strategic Tees
Valley wide policy on economic development, planning, housing, tourism and transport and acts as a
secretariat to Tees Valley Unlimited, a partnership of the Tees Valley authorities and the private sector
concerned with improving the economic performance of the Tees Valley.

1.3 This submission sets out:

(a) the place of manufacturing industry in the Tees Valley;

(b) the potential for the growth of manufacturing and renewables in the Tees Valley;

(c) the role of One NorthEast and Government in supporting the manufacturing/renewable
energy industry;

(d) how training and skills can be developed in supporting these sectors.

2. The Place of Manufacturing Industry in the Tees Valley

2.1 The Tees Valley economy is based on the largest integrated heavy industrial complex in the United
Kingdom. It has six main components:

(a) the petrochemical cluster at Wilton, Billingham and Seal Sands is the largest integrated
chemical complex in the United Kingdom in terms of manufacturing capacity and the second
largest in Europe. An independent study by PACEC as part of the Tees Valley City Region
Business Case showed that it contributed £3.5 billion to the UK economy and 70,000 jobs in
the UK depend on it. It is backed up by the Wilton Centre which is the largest non-military
private sector research centre in Western Europe and the Centre for Process Innovation which
incorporates the National Industrial Biotechnology Facility and has an international
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reputation in translating research into commercial products in advanced chemical and bio-
processing, functional materials, low carbon energy and printable electronics. The world’s
largest low density polyethylene plant is under construction by SABIC, an investment of
£200 million;

(b) an extensive biofuels and renewable energy cluster. The Teesside Power Station is the world’s
largest Combined Cycle Gas Turbine combined heat and power plants producing 1875
megawatts of electricity. In addition, the Biofuels Corporation operates the world’s largest
biodiesel plant and Ensus are constructing the Europe’s largest bioethanol plant at Wilton
using locally grown wheat. The plant will be operational in the summer of 2009. In addition,
Sembcorp has developed one of the UK’s largest biomass renewable energy power stations in
the country. There is a further £4 billion of investment programmed in the next 5 years in
energy, biofuels and petrochemicals;

(c) the Redcar Steel Complex, one of the three main producer sites in the UK has secured long
term contracts with international partners to supply 3.4 million tonnes of slab per year for
export. In January 2009 it was announced that ownership of the plant will transfer to a
consortium of Corus, Marcegaglia (Italy) and Dongkuk (South Korea), which will secure the
long term future of the complex. However recently the long term contracts have been
terminated and the future of the complex is in doubt;

(d) Teesport, the third largest port in the United Kingdom, handles 10% of all UK traYc. Oil and
gas based chemicals, iron ore import, coal imports and steel exports account for 75% of its
trade. Planning permission has been granted for a major deep sea container terminal of
national importance. Walmart have opened and Tesco will open a major import centre
employing 800 people;

(e) a strong biotechnology sector based on Avecia and Johnson Matthey; and

(f) a world class engineering design and plant maintenance industry employing over 5000 people
including companies like Cleveland Bridge, AMEC, Aker Solutions, Whessoe, Heerema,
Corus Tube and K Home Engineering.

2.2 The Tees Valley economy makes a major contribution to the regional and national economy. It
contains world class petrochemical, biofuel energy and steel plants and a major European port. If the
national economy is to grow and prosper and retain its manufacturing base, the growth of the Tees Valley
economy can make a major contribution. For example:

(a) the petrochemical sector provides the raw materials for much of British industry. The sector
produces the goods which make new windows, carpets and flooring and manufactures the
polymers, paints, glues and lubricants used by the motor industry. A vibrant petrochemical
sector is one of the bedrocks of a thriving manufacturing industry. Without it the imports bill
would rise because the base chemicals produced by the industry would need to be imported.
£250 million investment by SABIC in the world’s largest low density polyethylene plant shows
that considerable new investment is taking place;

(b) the energy industry and the growth of biofuels is helping to contribute to the provision of
alternative renewable sources of energy the continuity of supply and the reduction in carbon
dioxide emissions will help enable the Government to meet its obligation on emissions. There
is also enormous ongoing and potential investment in Hartlepool Nuclear Power Station;

(c) the Northern Gateway container terminal has the potential to make a major contribution to
the national economy. UK Port demand forecasts expect an annual growth rate of containers
through UK ports of 3% per annum to 2030. The North accounts for a 30% share of the UK
container market but receives only 6% of the direct deep sea traYc. Most of this traYc will
travel through the congested south of England to the north. A container handled from
Teesport going to a north of England destination produces an average saving of 116 lorry miles
compared to a container at Felixstowe. Given the 1.05 million TEUs expected through the
Northern Gateway Terminal will induce an annual saving of 72 million lorry miles by 2020 and
a reduction of 10-15% in unit costs per TEU for northern business using a direct deep sea call
at Teesport and an overland rail leg, rather than doing the equivalent from Felixstowe; and

(d) the element of the advanced engineering sector which specialises in long term plant design and
maintenance is one of the few sectors not aVected by the credit crunch. For example, one of
the major companies in the sector K Home Engineering is recruiting 100 engineers to meet its
overseas contracts.

3. The Potential for the Growth of Manufacturing and Rewewables in the Tees Valley

3.1 Within the Tees Valley there is a pipeline of major investment in energy. The following projects are in
the pipeline:

(a) Thor Cogeneration Ltd obtained approval from the Government to construct a 1000 MW gas
fired combined heat and power station at Seal Sands. This £500 million project due to supply
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power to the National Grid in 2010 will require 20% less gas than an existing gas-fired plant
and produce 60% less carbon emissions than current coal-fired plants. The surplus heat/steam
will be used to meet the needs of local industry thereby reducing their energy costs;

(b) the £500 million upgrade of Teesside Power Station will result in a 40% reduction of nitrogen
oxides emissions, improved eYciency, reduced carbon emissions and a 25 year life extension.
The upgrade is programmed for later this year;

(c) Sonhoe Development Company proposes to construct a new heavy oil upgrader at Wilton at
a cost of £2 billion. The heavy oil upgrader will produce 200,000 barrels per day of heavy crude
oil, half of which will be supplied from the North Sea. The plant will produce diesel (for which
nationally there is a shortage of refining capacity) and naptha at a price which is competitive
with the Middle East. It will therefore improve the competitiveness of the petrochemical
industry in the Tees Valley for whom naptha is the main feedstock. The upgrader/refinery will
be carbon capture ready which means that carbon dioxide produced at the site can be stored
and then piped back for storage under the North Sea. The plant is due to be operational in
2014;

(d) Progressive Energy/Centrica proposes to spend £2 billion on constructing a clean coal gas fired
800MW power station at Teesside with carbon capture and storage under the North Sea. An
application is to be submitted to the European Union to be of 12 pilot demonstrator projects
with a view to providing a carbon dioxide pipeline system to store the gas under the North Sea;

(e) MGT have announced their plans to develop a 300MW renewable energy plant at Teesport,
Redcar. The plant will be fuelled by 2.4 million tonnes of short rotation forestry wood from a
combination of UK and global sources, utilising the port for logistics. This investment of over
£400 million will generate 150 jobs on site and aims to be operational by 2012;

(f) Graphite Resources are the private sector developer and anchor tenant for the South Tees Eco
Park, Redcar. Using Steam Autoclaving technology Graphite Resources can handle with cycle
each of the process up to 30 tonnes of Municipal Solid Waste. The end product “Cellmat” can
be used as feedstock for second generation bio-fuels or used in bio-mass power stations;

(g) SITA have operated an energy-from-waste plant in Billingham since 1998. The current facility
operates two “waste lines” handling 250,000 tonnes of waste per annum and generating 20MW
of electricity. A third “waste line” is under construction capable of handling a further 125,000
tonnes of waste and increasing power generation capacity to 30MW; and

(h) Able UK has developed a growing decommissioning and recycling of ships/oil platforms
business. £40 million has been invested to provide the world’s largest dry dock facility and over
300 metres of new deep water quays at Seaton Port.

3.2 In addition to the key investments above, the Tees Valley has been diversifying its economy. The
University of Teesside is in the top 20 of universities in the world recognised for its work in digital media.
The University with support from One NorthEast has set up an Institute of Digital Innovation, innovation
and start up premises for businesses. It has also set up 32 Fellowships to enable postgraduates to develop a
business idea or further research. The Institute is complemented by the Boho which will provide purpose
built accommodation for businesses in the digital/creative cluster, artist’s studios and homework units. By
2010, 27 businesses and 300 jobs will be created in the Boho Zone. It is also intended to develop satellite
facilities in the rest of the Tees Valley.

3.3 Other examples of diversification and the development of logistics in Darlington and along the A19,
and the key business park developments at Wynyard and the Skylink International Business Park at the
airport. The major regeneration sites will provide much needed accommodation for the development of
business services in the Tees Valley. Finally, it is important that the area develops a larger critical mass of
businesses in the Tees Valley. The development of the regeneration sites will help to do this coupled with a
major programme of enterprise centres which will provide much needed accommodation for small
businesses.

3.4 The world class nature of the industries present in the Tees Valley shows that the area has tremendous
potential to contribute to the development of the national and regional economy. These developments are
vital in ensuring the UK provides the base petrochemicals on which manufacturing industry in the UK
depends. The proposals for the biofuels and energy plants will contribute substantially to helping to ensure
security of supply for energy nationally and to targets agreed by Government to reduce CO2 emissions,
whilst at the same time helping to improve the competiveness of the Tees Valley by reducing energy costs.

3.5 The Northern Gateway proposal will improve the competitiveness of the North of England as a whole
by reducing the cost of transport of goods by road through the UK from southern ports, and reducing
congestion and CO2 emissions in the South East of England.
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4. The Role of Government and One NorthEast in supporting the Manufacturing/Renewable
Energy Industry in the Tees Valley

4.1 Lord Mandelson has developed the concept of Industrial Activism to guide Government policy
towards manufacturing industry. Essentially this is a strategic approach in looking how government can
support manufacturing industry in a global economy. This is best done through encouraging innovation,
developing the skills needs of the industry, and shaping globally the institutions that manage globalisation.
Clearly this approach is very sensible.

4.2 Part of the approach is to concentrate on sectors where the UK can specialise and add value—in this
regard the Government targets banking and financial services, new technological and manufacturing
processes particularly in the low carbon economy and biosciences. Clearly the Tees Valley has a considerable
advantage in the low carbon economy, renewable energy and biotechnology (Avecia and Johnson Matthey).
The worry we have is the Government’s attitude to traditional industries which are still the bedrock of the
manufacturing economy, particularly chemicals and steel, although on the latter through the Corus Task
Force the Government has been very supportive.

4.3 The chemicals industry is the UK’s second largest manufacturing exporter adding over £10 billion to
the country’s GDP and with a trade surplus of £400 million in 2007. Wilton began as an integrated chemical
plant carrying out a whole series of processes. Now Wilton is owned by seven diVerent businesses all foreign-
owned. Whereas under ICI losses in one plant would be aVected by profits in others upstream or downstream
in the value chain, a loss making plant is likely to be closed by a foreign multi-national on the basis of the
considerations of the company not the UK economy or its importance to other customers at Wilton. The
biggest challenge Government and the industry face at the current time is how to ensure the complex can
be maintained and grow in a complex multi national ownership and a global economy where decisions on
the future of the complex are taken outside the UK. The Government needs to take a strategic approach to
its future development working with the companies backed by action and resources focussed on value added
and not just jobs created. The concept of industrial activism applies just as much to chemicals as the newer
industries.

4.4 ONE are supporting the process industry/and the renewable energy industry in the following ways:

(a) financial support for the Centre of Process Innovation at Wilton. Founded by ONE at Wilton
it has received £62 million in grants to date and contains two national centres—the National
Industrial Biotechnology Facility based at Wilton which creates chemical and pharmaceutical
products using biological enzymes and PETEC, the Printable Electronics Technology Centre
based at Netpark, Sedgefield. In addition it carries out work on advanced processes, low
carbon energy, the development of functional materials and printable electronics. The core
function of CPI is to bring together industry and academia to translate scientific research into
commercial products. A recent OECD study on innovation carried out for the Northern Way
was very impressed with the outputs of CPI;

(b) working through NEPIC and Tees Valley Regeneration help attract new investment to the
Tees Valley;

(c) through the North Tees/South Tees Development Framework in partnership with the local
authorities, JSU, NEPIC, CPI and TVR to identify the barriers to development and the
infrastructure constraints on future investment that needs to be tackled eg capacity constraints
on national grid power lines; land ownership; Environment Agency policies on flooding;

(d) through the Wilton Innovation Connector proposal provide incubator units for new
businesses developed by CPI to manufacture new products and develop an integrated National
Academy for the engineering and process industries;

(e) actively support new businesses for grant aid;

(f) Government have recently helped to encourage the Progressive Energy project by announcing
£90 million in the budget to support pre-combustion and plant combustion carbon capture
storage. ONE is funding a feasibility study to develop a business case for a CO2 pipeline
Carbon Capture Storage Network in the North East.

4.5 With regard to high level skills, much still needs to be done. Tees Valley Unlimited will be working
with the process and renewable energy industries, sector skills councils and the universities to develop a clear
understanding of the demand for skills in these sectors.

5. Conclusion

5.1 We hope that the Committee finds the above overview helpful. The Director of the JSU will be happy
to attend the Committee’s hearings to answer questions on the evidence.
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Memorandum from the Centre for Knowledge, Innovation, Technology and Enterprise (KITE),
Newcastle University (NE 05)

Introduction and Summary

1. The Regional Select Committee for the North East of England have recently announced an Inquiry
into “Industry and Innovation in the North East of England”. KITE welcome this Inquiry as a chance for
Parliament to make a collective statement about the future direction of travel for innovation in the North
East, and aYrm the importance of innovation in the North East to the economic fate of the nation. In this
memorandum, we argue that innovation policy has on the one hand funded some interesting experiments,
but on the other hand, abandoned those experiments, and the experimenters, too soon for sensible lessons
to be learned. We argue that this is a particularly perilous trend in light of the new economic environment.

2. Our argument is developed in four steps:

— Firstly, we note an increasing recognition globally of the fact that innovation takes places within
regional innovation systems (paragraphs 4–8).

— Secondly, we argue that the North East regional innovation system, once historically strong,
currently has a number of significant weaknesses although there are some very successful
innovation activities (paragraphs 9–12).

— Thirdly, there has undoubtedly been pressure on regional decision-makers to create a regional
innovation policy (paragraphs 13–15).

— Fourthly, we argue that their approach has favoured developing novel strategies over encouraging
the existing innovation leaders who currently deliver regional (paragraphs 16–22).

— Finally we draw the Inquiry’s attention to the risk that the regional response to these new
conditions may well be to develop another strategy rather than to try and extend current good
practices (paragraphs 23–25).

3. This memorandum has been prepared by staV from KITE, part of the Business School at Newcastle
University. KITE is a university research centre, comprising around 25 academic and research staV, and is
strongly committed to knowledge exchange with policy-makers and practitioners. KITE’s research is funded
by a range of national and international agencies, including the UK Research Councils, the OECD, the
National Endowment for Science, Technology and the Arts, HEFCE, and the European Framework
Programme.5

The Increasing Importance of Regional Innovation Systems

4. The importance of innovation to economic well-being and quality of life is now beyond dispute, and
economies’ potential to prosper is dependent on their capacity to innovate. Innovation is the combination
of resources (money, ideas, raw materials) in new ways to create new products, processes or techniques more
eYciently than has been done previously. In the last 50 years, the human dimension of innovation has
become important as technological (knowledge) inputs to innovation have increased. Unlike traditional
innovation resources (land, labour or machinery) knowledge is embodied in people and transmitted through
their interactions and relationships. Tacit forms of knowledge, “know-how” and “know who” are at least
as important as codified knowledge, “know what” and “know why”, and almost impossible to routinely
transfer without interpersonal contact. This is reflected in a shift to more interactive and engaged R&D,
where scientists work with external organisations across disciplinary boundaries with a greater focus on the
potential applications of new knowledge.

5. From the 1980s, the Danish scientist Bengt-Åge Lundvall noted that policy-makers had long
responded to eVective industry-science collaborations, with their industrial and science policies reflected
“what worked” in those countries. Policies reinforced existing collaborations, made them seem as if they
emerged naturally, and created new institutions (public bodies and ways of working) that reflected—and
extended—those strengths. Lundvall coined the term “national innovation system” (NIS) (1988) to describe
this phenomenon, and the concept became, and remains, influential in the Organisation for Economic Co-
operation and Development.6

6. Since the early 1990s, there has been increasing academic and policy-maker interest in the regional scale
of innovation. The inter-personal nature of knowledge exchange means that knowledge is easily exchanged
at the local scale, and so people exchanging knowledge can facilitate this by “clustering” in certain locations.
Cooke et al (1998)7 applied Lundvall’s NIS thinking to the regional scale and developed the notion of the
regional innovation system. This concept makes two main points:

5 Evidence was prepared by Dr Paul Benneworth, drawing on research undertaken and published within the NESTA-funded
project Leading Innovation; Paul is an RCUK Fellow who prepared evidence as part of RCUK’s commitment to fellows’
outreach work.

6 Lundvall, B A (1988) “Innovation as an interactive process: from user-producer interaction to the national system of
innovation”, in G Dosi (ed), Technical Change and Economic Theory, London: Pinter. OECD (1997) National innovation
systems, Paris: OECD.

7 Cooke, P, Heidenreich, M & Bracyck, H J (1998) Regional innovation systems: the role of governance in a globalised world.
London: Routledge.
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— Regional innovation systems (RISs) evolve based on regular knowledge exchanges between
knowledge-producers and knowledge exploiters.

— Secondly, these RISs develop supporting institutions—agencies and ways of working—that
support those regional knowledge exchanges.

7. The RIS concept is now well-developed and an accepted way of understanding the uneven geography
of the knowledge economy.8 The concept is explicit that both knowledge producers and exploiters are
active in their own global networks, but competitive advantage is produced regionally through interactions
which create supporting institutions. The role for regional innovation policy is to support exchange between
those actors and create new pathways for exchange—new innovation instruments such as innovation
vouchers, industry fellowships, or industrial chairs. This RIS approach is highly influential in European
innovation policy, now the centre-piece of European structural policy.9 A stylised model of an “ideal type”
regional innovation system is given in the figure below.

Figure 1

AN IDEAL-TYPE REGIONAL INNOVATION SYSTEM
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Source: in OECD (2008) after Cooke & Piccaluga, 200410

8. More recently, emphasis has shifted to look beyond ideal-type RISs in places like Cambridge or
Sophia-Antipolis, to “problem RISs” missing some RIS elements. Todtling & Trippl highlight three main
classes of problem region, fragmented metropolitan city-regions, isolated peripheral economies and old
industrial regions locked into outdated approaches.11 In such cases, policy must take account of the need
to encourage new activities that build on existing strengths to transform their innovation systems, on the
one hand not merely repeating past mistakes but on the other hand not creating “cathedrals in the desert”,
activities which are superficially attractive but with no regional impacts.

8 Asheim, B and Gertler, M (2004): The Geography of Innovation: Regional Innovation Systems. In: Fagerberg, J, D Mowery,
and R Nelson (eds). The Oxford Handbook of Innovation. Oxford: Oxford University Press, 291–317.

9 Benneworth, P, Charles, D R, Hodgson, C & Humphrey, L (2007) “The role of leadership in promoting regional innovation
policies in ‘ordinary regions’: a review of the literature” A report prepared for NESTA Places & Innovation Research
programme, London: National Endowment for Science, Technology & the Art.

10 Cooke, P and A Piccaluga (eds) (2004), Regional Economies as Knowledge Laboratories, Edward Elgar, Cheltenham.
Benneworth, P, Davies, A, & Scandura, A (2008) “OECD Reviews of Regional Innovation: Piedmont (Italy), GOV/TDPC
(2008) 14 presented to the 20th Session of the Territorial Development Policy Committee, 3–4 December 2008, Paris.
(Available on OECD OLIS).

11 Tödtling, F & Trippl, M (2005) “One-size-fits-all? Towards a diVerentiated regional policy approach” Research Policy 34 (8)
pp 1203–1219.
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The North East Regional Innovation System

9. The central innovation problem for the North East of England is that innovative activities have
steadily been leaving the region and have proven diYcult to replace, although there is still a functioning RIS.
There may be little expenditure in government research laboratories regionally (the lowest proportion
nationally), and business R&D expenditure is well below the national average. However, the situation is
more nuanced than the RIS being a mess: firms, universities and intermediaries are working together well
on the slow business of building up high-growth technology businesses. But in parallel with that, the regional
policy culture has remained attuned to the era of mass industrial employment, and appears to have absorbed
an overly-simplistic narrative that the region is incapable of saving itself, and needs a large-scale external
solution.12

10. The North East has a long tradition of industrial innovation. In the era of publicly-owned utilities
(1940s-1980s), the region was home to research stations in the gas and electricity sectors, as well as a Public
Sector Research Establishment for the shipbuilding industry (BMT) closely linked to the nationalised
British Shipbuilding. In the private sector, a huge chemicals R&D centre emerged around the ICI Teesside
complex, and a engineering conglomerate (Northern Engineering Industries) incorporated the British Short
Circuit Testing Station along with its “International Research and Development” (IRD) business. In the
1980s, increased shareholder power alongside privatisation placed all these activities under extreme pressure
to deliver short-term profits, with many activities being closed or divested from their parents.

11. In the mid 1990s, there was great concern over a series of announced closures of research centres,
including that of BMT, the British Gas Engineering Research Station (ERS), NEI IRD and the ICI research
centre. There was some continuity from these activities into new businesses. The ICI research centre evolved
into the Wilton Centre, a landlord for the R&D activities of a number of chemicals companies emerging
from the break-up of ICI, alongside a separate consultancy business closely linked to Teesside University,
the European Process Industry Competitiveness Centre (EPICC). A number of small businesses also formed
directly from BMT and ERS, with pipeline companies from ERS subsequently developed close research and
advanced training links to the marine engineering department at Newcastle University.

12. Around this time, there was support for a range of regional innovation support activities that were
reasonably successful. The “Three Rivers” strategy supported technology centres on Tyneside, Wearside and
Teesside which provided both business and technology advice to local companies, one of which was the
EPICC centre (cited in the preceding para).13 The five regional universities created Knowledge House as a
single point of access to innovation knowledge for regional SMEs that has delivered 1,800 innovation
projects with a total real value of £23.7 million.14 The North East performed relatively well in terms of
participation in the DTI’s SMART award schemes (helped by a quota arrangement) and a group of serial
innovators (who had accessed a number of SMART awards) emerged. ONE created Northstar, the regional
venture capital fund, which does very well in supporting high-technology start-ups in quite a harsh regional
environment for creation new technology businesses.

Problems in Developing Sensible Innovation Policy for the North East

13. Our contention is the policy problem stems from the region’s past commitment to the attraction of
inward investment, and the belief that it brought in “big” solutions to regional problems. The regional
response from the 1980s recession had been more focused attempts to attract more inward investment, and
in particular large projects. The attraction of a new Nissan factory in 1982, which opened in 1987, signalled
that inward investors could potentially revitalise the region’s industrial base. This perception was further
reinforced by the attraction of Samsung with the promise of a high-technology development facility in 1987
along with a Fujitsu microchip factory, then in 1995 this approach reached its zenith with the announcement
of a state-of-the-art microchip factory to be built by Siemens. Until three of these facilities closed in the late
1990s, policy-makers believed that these investors would be key to building a knowledge-intensive regional
economy.

14. Regional innovation policy “crept up” on regional partners in the 1990s, pre-occupied with attracting
manufacturing inward investment. The real stimulus came with the 1995 reforms to the European Structural
Funds, which made significant sums of money available for regional innovation activities. However, to this
day, there has been a severe failure to guide public policy investments through a rational assessment of the
needs of the RIS. The European Commission funded a Regional Innovation and Technology Transfer
Strategy (RITTS) project to develop such a framework, but the strategy was inadequately developed and

12 This analysis draws very heavily on the paper Benneworth, P (2007) “The regional innovation journey in the North East of
England: A series of diagrams in search of a policy?” paper presented to NESTA Regional Innovation Journey symposium, 4
July 2007, McClintock Suite, International Centre for Life, Newcastle, part of the project finally reported as Benneworth, P
(2007) Leading Innovation: Building eVective regional coalitions for innovation, London: National Endowment for Science,
Technology and the Arts.

13 Benneworth, P (2002) “Innovation and economic development in an old industrial region: the case of the North East of
England” Unpublished PhD thesis, Newcastle upon Tyne, Newcastle University.

14 Benneworth, P & Sanderson, A (2009) “Building institutional capacity for HEI regional engagement in a sparse innovation
environment: a case study of Knowledge House” Higher Education Management and Policy, March 2009.
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never fully implemented. Our criticism is that there has been a disconnect between the strategies which have
emerged (see below) and the very real regional strengths in innovation and support for innovation sketched
out in paragraph 13.

15. Since 1999, there have been four big high-profile “ideas” for innovation developed in the North East,
launched with much fanfare through glossy strategy documents, and then implemented extremely tepidly.
Our diagnosis of the regional problem is that the size of the problems in the innovation system has led policy-
makers to seek big ticket eye-catching projects. In doing so, they have overlooked existing regional strengths
(such as those in paragraph 12), which are often small-scale and modest, and not considered how those
activities could be increased through judicious public intervention. On four occasions, including the RITTS,
strategies have been developed, published, and then abandoned. To illustrate this, we present four diagrams
that emerged in the region—purporting to represent regional innovation strategy—in the North East in the
last decade.

The “Triangle”: the Competitiveness Project model, c 1998

16. In 1997, the Northern Development Company, the regional development organisation, overseeing the
EU-funded “Competitiveness Project”, published their analysis of the region’s economy, setting out what
they saw as the “12 drivers of regional competitiveness”. This diagram was adopted by the regional
development agency in the 1999 Regional Economic Strategy. The idea was that support for innovative
businesses needed to be targeted through supporting the conditions for those clusters to succeed (ie those
12 drivers). The “Triangle” was used in a number of documents, including their 2000 clusters strategy (from
which this diagram is reproduced).

The “pipeline”: Strategy for Success concept 1, c 2002

17. Not long after the “Triangle” model was published in the clusters pamphlet, the RDA launched an
entirely novel concept, the “pipeline” model in the regional science strategy, “Strategy for Success”.15 This
strategy was drawn up by external consultants, Arthur D Little, and showed how the business clusters linked
with the regional science base, and noted the apparent gap hindering commercialisation between the
universities and businesses. This led to the proposal to create “centres of excellence” which would help to
interface between the universities and the business clusters. Five such centres were created—three from

15 This diagram is notable (from our perspective) for the inclusion of the “Northern Business School” idea, which argued that
in the absence of a world-class business school, the five regional universities should merge their business schools to create
critical mass. That experience encapsulates the problem with ONE’s strategic approach—it emerged without consultation,
the five regional universities worked together to propose a solution, then by the time that proposal emerged, the strategy had
been abandoned.
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existing innovation support activities (EPICC, Euroseas, Biosci North) and two entirely novel centres (in
digital media and nanotechnology)—along with a venture capital fund (NorthSTAR) and a regional science
and industry council.

The pillars: Strategy for Success after first “review”

18. A key issue for the centres of excellence was that they attempted to make the jump immediately from
small innovation support activities to regional strategic activities. This led perhaps unreasonable
expectations about what they could achieve, and their failure to immediately develop eye-catching
regional$level transformations stimulated a review of the whole strategy in 2004. The pillars diagram
started to appear towards the end of that review in Autumn 2004. All this diagram does is map the regional
science activities. Whilst the triangle and the pipeline models each had implicit processes (driving business
growth by supporting growth factors on the one hand and pushing science into businesses on the other),
there is no such underlying process visible in this model.

The “cheesecake”: spatialising “Strategy for Success”

19. The underlying problem with the “pillars” concept was its abstract nature and its detachment from
regional activities. This gave the perception that science was taking place detached from the other activities
promoted by ONE, which were concerned with physical regeneration and redevelopment. In the final
iteration of the strategy (first observed in 2007), some thought was given to how the pillars and the activities
supported in the science strategy corresponded to the particular physical development projects.

20. In this diagram, it is possible to begin to see a connection between particular parts of the diagram and
existing innovation support activities, such as CPI. CPI is a tiny part of the “cheesecake” model, but it is
worth remembering the huge amount of eVort over a ten-year period that it took for CPI to operate
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successfully. Firstly, the local authority had to invest in the Wilton R&D Centre when ICI announced its
closure, Teesside University had to invest in it as part of making it a regional technology centre (along with
CAMM and EDC), then ONE had to agree that it would be a centre of excellence. Therein lies the diYculty
of developing a nuanced innovation strategy, because it relies on appreciating and building on others’
previous eVorts.

21. Our argument is simple—policy-makers in the North East have been so focused on finding a large,
regional-level solution to the region’s problems that they have largely neglected past successful projects from
which an eVective solution could be constructed. Current academic thinking stresses that building
innovation systems is a process of encouraging regional innovation leaders to work together to increase the
scale and scope of their innovation activities, in a manner akin to that of a journey.

22. There has been one regional innovation strategy in the region, in 2001, that began to take this
approach, and it too was undermined by the premature launch of “Strategy for Success” before it could be
implemented.16 Any sense of a shared destination or common identity amongst regional innovation leaders
in the North East has clearly been undermined by the very rapid change between strategies, and the highly
politicised environment within which some approaches are favoured over others. More stability in the policy
environment is required to allow the North East’s innovation leaders build up a regional innovation system
that ultimately contributes to raising the competitiveness of UK plc.

Implications and Recommendations

23. Given this long history of dramatic and disruptive changes and directions, we are somewhat
concerned that the response to “the current economic climate” referred to in this Inquiry will be to abandon
current activities and funding approaches and start developing a new strategy. We know of many innovation
leaders in the North East that are very good at interacting locally to improve innovation performance. The
key issue is that their “style” of innovation, their practices and ways of working are not being supported by
regional innovation strategies in the North East of England.

24. We do not want to criticise the activities which have been funded to date by the RDA, some cited in
paras 13 and 17. We are sure that you will receive submissions from (for example) the regional renewable
energy sector praising NaREC, the region’s New and Renewable Energy Centre, for its entirely reasonable
approach to encouraging the sector in the face of national discouragement. We concur with such an analysis:
NaREC helped retain the British Short Circuit Testing station in Hebburn and brought a novel PV research
centre to Blyth. But we also argue that throughout the last decade, institutions have been created which have
produced results, and which have been disbanded without regard for what they have achieved, or the people
that have led to those achievements.

25. There are certainly significant, urgent challenges for these new economic times. EVective action must
build on existing regional strengths, the region’s innovation leaders in firms, universities and intermediary
organisations, who know what can be achieved. Finding out what such a diverse group know is very diYcult,

16 http://www.onenortheast.co.uk/lib/liReport/819/Innovation.pdf
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and it is even harder to base strategy on such knowledge. Nevertheless, we are concerned that relatively little
serious eVort is being taken to ask these people what their needs are from innovation policy in the current
climate. We urge your Inquiry to encourage ONE to make a serious eVort to listen to the region’s real
innovation leaders, learn the lessons of the past and best exploit their past successful investments to build
a better-functioning regional innovation system.

Memorandum from Government OYce for the North East (NE 06)

Executive Summary

1. This memorandum covers the Government’s policy on industry and innovation, the response to the
current economic downturn, how these are delivered in the North East and the role of the Government OYce
for the North East. Key points in this memorandum are:

— the Government’s strategy for responding to the recession and supporting the recovery has been
set out in “Budget 2009—Building Britain’s Future” and “Building Britain’s Future—New Industry
New Jobs”;

— the Regional Development Agency (RDA), One North East (ONE), plays the lead role in the
region, on behalf of the Government, supporting industry and innovation. For example, it has
supported the development of the renewables industry in the region and works with other agencies
on training and skills;

— the primary ambition of the Minister for the North East is to help drive up the economic prosperity
of the North East. He is working closely with public and private sector partners, particularly on
the response to the recession. Public sector agencies and local government are also working closely
together; and

— supporting the Regional Minister, the Government OYce works closely with local and regional
partners to understand priorities, improve performance of public services and improve the quality,
consistency and alignment of regional strategies. It works with departments to develop policies and
translate them into eVective delivery.

The Role of Government Offices

2. Government OYces represent 1217 central government departments in each region. There are working
to transform lives and places by:

— acting for Government in our regions and localities;

— acting for our regions and localities in Government; and

— building partnerships and delivering in partnership.

3. Whitehall departments have set out their collective priorities for the Government OYce Network:18

— supporting the delivery of high quality local services;

— supporting the development of eVective regional governance; and

— working with Whitehall departments to strengthen government policy development and the design
of delivery programmes.

4. Government OYces work closely with other government and public delivery bodies. Particularly
relevant for innovation and industry are:

— RDAs—whose primary role, through Regional Economic Strategies (RES), is to strategically drive
regional economic development; and

— the Learning and Skills Council (LSC)—which leads on planning and funding high quality
education and training.

17 Cabinet OYce; Communities and Local Government; Department for Business, Enterprise and Regulatory Reform;
Department for Children, Schools and Families; Department for Culture, Media and Sport; Department of Energy and
Climate Change; Department for Environment, Food and Rural AVairs; Department for Work and Pensions; Department
for Transport; Department of Health; Home OYce; Ministry of Justice.

18 The Government OYce Strategic Priorities Framework (2008–11):
http://www.gos.gov.uk/common/docs/239393/704168
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5. Government OYces also work closely with local authorities. They manage the Government’s relations
with localities to support delivery of high quality policy outcomes and relevant Public Service Agreements,
through negotiating and monitoring Local Area Agreements (LAAs) and Multi Area Agreements (MAAs).

The North East Economy

6. The primary ambition of the Minister for the North East, Rt Hon Nick Brown MP, is to help drive up
the economic prosperity of the region.

7. Historically, the region’s economy has been dominated by large employers in heavy industry,
manufacturing and coal mining. There has been enormous change over the past 30 years, losing over 110,000
jobs in primary and manufacturing industries between 1981 and 1997.

8. Although the manufacturing sector continues to account for around 12% of the workforce, the
economy has diversified into new areas such as the oVshore industry, biotechnology and automotives. A
third of all UK biotechnology companies are based in the region. There has been significant growth in the
service sectors, public administration, education and health. Tourism brings in £3.9 billion per year and
directly employs 60,000 people (5.2% of jobs).

9. In 2005 and 2006, the region was one of the fastest growing economies in the UK. Most recent (2007)
statistics show the regional economy grew by almost 50% (£12.7 billion) over the previous 10 years, with
total output of over £38 billion. Despite this, the region has the second lowest output per head19 in the UK,
at 79% of the UK average.

10. In 2008 and 2009, the North East economy has experienced the downturn seen in the rest of the UK.
The RBS Purchasing Manager Index business surveys have recorded business activity and output levels as
falling sharply. House prices in the region fell by 13% over the year to March 2009 (England and Wales saw
a 16% fall). Claimant unemployment20 has increased by nearly 35,000 in the year to April 2009. It now
stands at 6.9% (83,000 people), the highest rate in the UK. However, the numbers of unemployed are well
below those experienced at similar stages of the recessions of the early 1980s and 1990s. For example, the
numbers of claimant unemployed in April 1992 stood at nearly 136,000.

11. In working towards the recovery, the region will need to be aware of the next generation of industrial
and economic opportunities, ensuring it invests in the skills, research and technology that address the future
rather than just sustaining existing activity. The North East RES21 identified three main areas where the
region can achieve a competitive advantage and provide a platform for future growth:

— healthcare and health sciences;

— process industries (including pharmaceuticals and chemicals); and

— new and renewable energy sources (and related environmental technologies).

Industry and Innovation

12. “Building Britain’s Future—New Industry, New Jobs”22 sets out a strategic vision for Britain’s
recovery, including the Government’s role in ensuring British firms and workers can compete successfully
for the jobs of the future. It identifies key areas where Government action can have most impact, investing
in growth to speed recovery and building manufacturing and services essential to ensure British people and
businesses can compete successfully for the jobs of the future. “Budget 2009—Building Britain’s Future”23

announced a package of measures that will support the adjustment towards renewed economic growth and
improve the UK’s competitiveness. This included establishing a £750 million Strategic Investment Fund to
support advanced industrial projects of strategic importance.

Innovation

13. Science and innovation are key elements of the UK economy and are critical to the UK’s future
prosperity, quality of life, and future job prospects. A key element of the Government’s response to the
downturn is focusing investment in innovation in areas where the UK has strength and potential future
competitive advantage.

14. Government funding for science and innovation will have more than doubled in the 10 years to 2010,
to £6 billion per annum. The Government is providing substantial support to companies that are developing
new technologies and help quickly bring new products to market. The Higher Education Innovation Fund,
worth £150 million a year by 2010–11, invests in universities’ capacity to commercialise research and work
with businesses. The research and development tax credit has provided £3 billion of support to UK

19 measured by Gross Value Added.
20 Job Seeker’s Allowance (JSA) claimants.
21 The North East RES, published in 2006, covers the period to 2016 and sets out strategic priorities and targets to deliver high

quality sustainable growth http://www.onenortheast.co.uk/page/res.cfm
22 Published 20 April 2009. http://www.berr.gov.uk/files/file51023.pdf
23 http://www.hm-treasury.gov.uk/bud bud09 index.htm



Processed: 11-12-2009 22:04:05 Page Layout: COENEW [O] PPSysB Job: 434566 Unit: PAG4

North East Regional Committee: Evidence Ev 89

businesses since 2000. The Government is currently working, with the RDAs, to ensure that at least 500
businesses in England take advantage of innovation vouchers to work with the knowledge base.24 The
proportion of UK companies active in innovation rose from 45% in 2000 to 68% in 2006.

15. In the regions, RDAs lead for the Government on innovation and their collective investment in
innovation infrastructure and schemes in 2007–08 is estimated at £260 million, helping more than 8,000
businesses to work with the knowledge base, turning new ideas and technologies into commercial products
and services. Between 2008 and 2011 the RDAs will also be investing over £180 million in collaborative
projects with the Technology Strategy Board and the Research Councils to help deliver the national
technology strategy and regional innovation priorities.

16. In the region, ONE has identified boosting productivity and innovation in business as a
transformational intervention.25 Priority areas where the region is developing internationally successful
activities include renewable energy, advanced materials and processes and health sciences. The Centre for
Process Innovation (CPI) develops products, processes, services and businesses in the process and
manufacturing sectors. The New and Renewable Energy Centre (NaREC) at Blyth aims to help the region
achieve an international reputation for developments in new and renewable energy. CPI and NaREC are
Centres of Excellence in the region and are designated as Innovation Connectors. ONE has also agreed with
partners that £135 million (53%) of the 2007–13 ERDF programme will be invested in Enhancing and
Exploiting Innovation.

17. ONE is also working closely with the North West and Yorkshire and Humber RDAs on the Northern
Way. Its Innovation Programme26 aims to enable market driven and challenge-led innovation across the
North of England, creating regional partnerships and developing the national and international reputation
of the North in key market areas.

Training and skills

18. “New Industry, New Jobs” sets out the Government’s view that innovative businesses need educated,
entrepreneurial and skilled people. Investment in education and skills is an important part of the
Government’s economic and industrial policy.

19. The Government is implementing a demand-led skills system that delivers what individuals and
employers need. In particular it is continuing to support Train to Gain to deliver high quality work based
learning, with £925 million invested nationally for 2009–10. In the North East 4,600 more people entered
Train to Gain programmes between 2006–07 and 2007–08.

20. To ensure that businesses continue to invest in skills and significantly increase the number of
employers oVering apprenticeships, the Government has established the National Apprenticeship Service.
The North East saw over 4,000 more apprenticeship starts between 2006–07 and 2007–08. Nationally, there
will be over 250,000 apprenticeship starts next year.

21. The Government has also increased the training support available to people who are unemployed,
for example providing £100 million for 40,000 extra places on employability programmes for those who are
unemployed or under notice of redundancy.

22. In the region, although there has been progress in recent years in terms of those of working age
population with no skills (the proportions fell from 17.3% to 13.8% between 2004 and 2007), there remains
a considerable challenge in terms of higher level qualifications. In 2007, there remained a gap of four
percentage points between the proportions achieving NVQ level 4 in the region and the national average.

23. Responsibility for the planning and funding of skills in the region is currently with the LSC, but from
April 2009 ONE has assumed responsibility for the skills brokerage service. This is delivered through
Business and Enterprise North East (BENE), recognising that business and skills brokerage services should
be integrated in order that firms can access a seamless approach to meeting business need.

Renewables

24. Investment in innovation and business support, as well as training and skills, is supporting the
development of new industries, such as renewables.

25. Budget 2009 set the world’s first carbon budgets and announced an expanded series of initiatives to
support low carbon industries and advanced green manufacturing, including renewable energy. It provided
over £1.4 billion of extra targeted support in the low-carbon sector. Together with announcements made
since autumn 2008, Budget measures will enable an additional £10.4 billion of low carbon sector and energy
investment over three years, securing new jobs and new business, and placing the UK at the forefront of a
worldwide low-carbon recovery.

24 2008 Innovation Nation White Paper
http://www.dius.gov.uk/reports and publications/innovation nation.aspx

25 RES Action Plan: http://www.onenortheast.co.uk/page/res.cfm
26 http://www.thenorthernway.co.uk/downloaddoc.asp?id%642
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26. The RES identifies new and renewable energy as a key sector for the region’s economy and provides
strong support for development of environmental technologies in the region. The RDA has identified areas
where active public sector intervention and investment can catalyse the development of activities which will
reduce climate change—for example oVshore wind energy, electric vehicles, carbon capture and storage and
clean coal technology:

— the North East has international recognition in the low carbon energy sector and ONE has
estimated that the oVshore wind market could generate £3 billion for the regional economy and
create between 15,000 and 30,000 new jobs. The major US-based wind turbine manufacturer,
Clipper Wind, recently agreed to develop the largest oVshore turbine in the world utilising the
facilities at NaREC;

— working together, various major companies, central government and ONE are developing a project
on large scale infrastructure for electric vehicles. With a number of key manufacturers including
Nissan and Smith Electric Vehicles located in the North East, ONE is taking a collaborative
approach to this work, focused on the development of infrastructure and support of research and
development related activities; and

— carbon capture and storage (CCS) and related clean coal technology provide major opportunities
for the region. There are currently proposals for private sector investment in clean coal power
generation in Tees Valley and Northumberland. If these projects go ahead, carbon capture and
storage will be used to ensure that carbon emission reduction targets can be met. An innovative
CCS grid infrastructure is being proposed in the region with exports of carbon dioxide to former
oil and gas workings in the North Sea. This would have the additional benefit of providing CCS
for the region’s vital process industries.

Regional Strategy

27. Legislation currently before Parliament,27 would require the North East to produce a regional
strategy, replacing the RES and the Regional Spatial Strategy. The strategy would cover economic
development, planning, housing, transport, climate change and other key issues. It will therefore need to
consider industry and innovation as part of this, including the role of manufacturing and renewables and
the region’s skills requirements. The RDA and local authority leaders will be jointly responsible for
developing and implementing the new strategy.

Response to the Economic Downturn

28. Budget 2009 and “New Industry, New Jobs” set out the strategy to support a strong and sustainable
recovery. Budget 2009 also set out how in the face of a steep and synchronised global downturn, the
Government is delivering a comprehensive and coherent package of targeted support to continue to help
households and businesses. Support for businesses included:

— the introduction of a temporary first year capital allowance that doubles the rate of relief available
for new investment to 40% for one year;

— spreading the payment of the 2009 uprating of business rates over three years—businesses in the
North East will benefit from deferring payments of £20 million from 2009–10;

— the expansion of HMRC’s Business Payment Support Service; and

— a further temporary extension of trading loss carry-back for businesses—which it is estimated it
will help 4,200 businesses in the North East.

The regional response

29. In April 2009, the Government published Real Help for the North East28 which sets out the real help
available to families and businesses and spells out the investment in skills and infrastructure taking place in
the region.

30. The Regional Minister is ensuring that the region’s concerns and ideas are being eVectively considered
as part of the Government’s response to the downturn. He places particular emphasis on engagement with
the private sector. Supported by the Government OYce, he has frequently met the Northern Business
Forum, has already held valuable discussions with banking and finance, manufacturing and process sectors,
representatives of logistics and infrastructure companies and representatives of the recruitment sector and
is planning further meetings (for example with the construction sector and universities).

27 Local Democracy, Economic Development and Construction Bill.
28 http://www.realhelpnow.gov.uk/pdf/northeast.pdf
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31. The Regional Minister is ensuring that the public sector is working together to respond to the
recession. He and his Parliamentary Assistant have attended the Public Sector Economy Forum.
Established on his behalf, this brings together key government agencies and local government29 to join up
responses to the recession. As well as sharing economic intelligence and providing a mechanism for feeding
back to Whitehall, this group is looking at practical action, for example the role of capital infrastructure
projects. Feeding into this forum is the Skills and Employment Response Group, which is ensuring
awareness of the range of support available to those facing or experiencing redundancy.

32. Using the Government’s “Real Help for Business Now” branding, ONE and other public sector
partners are working together on a coordinated campaign about the support available to firms and how to
access it. This has resulted in over 3,500 calls to BENE and 2,170 business health checks delivered by
mid-April.

33. The Secretary of State for Business and Enterprise has set out the role for RDAs in the current
climate.30 He has asked them to provide assistance to business as an immediate priority. For the medium
term, they should focus on stimulating the recovery and growth and, for the longer-term, restructuring and
developing regional strengths. Each RDA will be setting out how they propose to do this by the end of May.
ONE has already been working closely with partners in the region to support business during the downturn.
Specific support includes the £9.9 million Transition Loan Fund and additional funding into Grant for
Business Investment.

34. Local authorities in all four of the sub-regions are developing their own responses to the downturn.
Northumberland and Durham are both establishing economic taskforces. In Tyne and Wear, Gateshead has
developed a £200 million investment plan. In Tees Valley, Hartlepool Council, for example, has developed
a local procurement strategy to support local businesses.

The Role of the Government Office for the North East

35. The Government OYce has supported the funding of industry and innovation through its
administration of European funding programmes. The 2000–06 Objective 2 Programme in the region, worth
over £500 million, supported manufacturing, skills and renewables, with more than 60% of the funding for
assistance to business. During 2000–06 £2.5 million of ERDF funding supported Phase 1 of the CPI,
including the development of technology transfer strategies to enhance collaboration with the region’s small
and medium enterprises. Similarly, for renewables, £8 million of Government OYce administered ERDF
funding supported the establishment of NaREC, including the construction test facilities. CPI and NaREC
are Centres of Excellence in the region that promote wealth creation by encouraging the exploitation of
world-class research. They have been designated as Innovation Connectors31 in the 2007–13 ERDF
Programme. This will be administered by ONE.

36. However, interventions to support industry and innovation in the region are the responsibility of
other public sector agencies. The Government OYce has a strategic role acting as government in the region.
As set out in paragraph 3, Whitehall departments have set out their collective priorities for the Government
OYce Network.

37. A key part of the Government OYce’s role in supporting the delivery of high quality local services
has been negotiating LAAs and MAAs between central and local government. All LAAs were reviewed and
refreshed this year with a particular focus on local areas responding to the current economic challenges.
Eight LAAs in the North East have included the indicator relating to climate change adaptation and six
have included the indicator relating to mitigation. This should provide opportunities in the region for the
renewables sector. The MAAs for the two city regions are both focused on economic development.

38. The development of eVective regional governance involves the Government OYce supporting the
implementation of regional strategies, supporting the Regional Minister and joining up other public sector
agencies. The Government OYce has helped facilitate the production of the North East’s Regional Funding
Advice (RFA) on Government investment in key areas. This incorporated ONE’s future investment in
economic development including targeting infrastructure for innovation. The Government OYce has also
facilitated and supported discussions between ONE and the Association of North East Councils on how
they will work together to develop the proposed new regional strategy bringing together economic and
spatial planning, which will need to incorporate the region’s approach to innovation and industry.

39. The Government OYce also brings together government departments on specific cases. For example,
it has supported the Regional Minister and worked with departments on establishing the River Tyne as a
site for developing renewable energy.

29 One North East, Homes and Communities Agency, Jobcentre Plus, Learning and Skills Council, Association of North East
Councils, Highways Agency, Strategic Health Authority, Government OYce for the North East.

30 Secretary of State for Business and Enterprise statement to Parliament 31 March 2009.
31 http://www.onenortheast.co.uk/page/business/innovation.cfm



Processed: 11-12-2009 22:04:05 Page Layout: COENEW [E] PPSysB Job: 434566 Unit: PAG4

Ev 92 North East Regional Committee: Evidence

40. In response to the downturn, the Government OYce:

— has facilitated and supported the Regional Minister’s engagement with the private sector;

— has, on his behalf, established the Public Sector Economy Forum, bringing together key public
sector partners to join up responses to the recession, including working together on issues with
capital infrastructure projects; and

— is contributing to the Skills and Employment Response Group dealing with support available to
those facing or experiencing redundancy.

41. A key feature of the Government OYce’s work with Whitehall departments to strengthen government
policy development and the design of delivery programmes is engaging with the right regional and local
partners and feeding back regional and local intelligence. The Government OYce has:

— contributed to the publication of the Government’s ‘Real Help for the North East’ booklet, which
includes support for business during the recession;

— ensured that the Government has an up to date view of the economy. It has convened the Economic
Prospects Group of regional public and private sector representatives32 to share current
information, and, where possible, come to a collective view of the state of the region’s economy
and its short and medium term economic prospects. The Government OYce specifically reports
back to the Regional Minister and BERR; and

— used its relationships with local authorities and other bodies to understand their responses to the
recession (for Newcastle University’s “10 Step Plan to Help the Regional Economy”).

Supplementary memorandum from the Government OYce for the North East (NE 07)

Housing and Construction Industry in the North East

Issue

Following the informal meeting between the North East Select Committee and Government OYce for
the North East on 16 April 2009, and your formal request for additional briefing, I am delighted to outline
below information regarding the Housing and Construction Industry in the North East.

Background and Information

Value of the sector in the regional economy

— North East construction output was £5.3 billion in 2008, around 4% of the UK total.

— Total construction employment in the region is approximately 125,000.

— Projections show that this will reduce to 118,000 in 2014, but due to an ageing workforce and those
leaving the industry the annual recruitment requirement is likely to be in the region of 3,000 people
per annum.

EVects of the downturn

— The construction industry in the North East saw total new orders fall from £2,021 million in 2007
to £1,742 million in 2008, a fall of 14%. England as a whole had an equivalent 18% decline over
this time.

— In 2008 Q4 new construction orders in the North East stood at £273 million—down £157 million
or 37% on the same quarter in 2007—nationally the fall was 29%.

— Compared with a year earlier, notified Construction sector (SIC definition) vacancies in the region
in February 2009 were down from 568 to 518—a fall of 9%. Great Britain saw a 42% drop over
this time. For the economy as a whole the North East saw a 18% fall from 24,002 to 19,703 and
Great Britain seeing a 33% decline.

— Construction and all sector vacancies notified to Jobcentre Plus are down slightly on the same time
a year ago but the region’s figures are holding up better than across the country as a whole.

— House prices in the region have fallen "13.2% in the year to March 2009 (latest Land Registry
data) compared to "16.2% nationally (England and Wales).

32 The group brings together the Bank of England’s Agent, representatives of the CBI, North East Chamber of Commerce,
Engineering Employers Federation, Northern TUC, Federation of Small Businesses and public sector organisations (ONE,
LSC, Jobcentre Plus, BENE, Acas, UKTI).
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— This is the lowest fall of any region.

— The annual house price in the region is £112, 259 compared to £152,895 nationally.

Actions to address those eVects

— The Government is helping the construction industry during these diYcult times—keeping people
in work as well as making sure the homes we need get built.

— Involving developers in shared equity schemes helping first time buyers to buy newly built homes
through HomeBuy Direct and helping house builders clear unsold stock.

— More than £200 million has been allocated for buying up unsold stock to be used as aVordable and
social housing.

— Bringing forward £550 million to invest in new social and aVordable housing list.

— Bringing forward £425 million to spend on repairs and upgrades to council housing.

— Taking on apprentices to work on big public sector investment projects.

— In addition to this, the Budget announced a £400 million fund to stimulate housing development
in the short-term and boost capacity in the house building industry which could deliver an
additional 9,000 homes. This fund will help restart stalled construction activity across the country,
retaining jobs and skills, and boosting the supply of homes over the next year—benefiting first time
buyers and social tenants. The fund will unlock currently stalled developments, leveraging in
private development finance through a combination of reducing up front costs with equity, gap and
infrastructure funding, and additional funding for social and aVordable housing, including help
for first time buyers.

Actions being taken by regional organisations

The regional oYce of the national organisation, the Homes and Communities Agency has:

— Written to development partners outlining its intention to work flexibly to respond to the
challenges, and held regional seminars with key leads in the Registered Social landlord and house
building sectors.

— Spent more than £12 million through its increased flexibility in the region, which has allowed for
224 units of unsold private stock to be acquired by RSLs for social rent, securing viability on
schemes through greater grant funding, and converting 59 units developed by RSLs for private sale
to be released for social rent.

— Held tailored conversations with house builders and re-examined phasing of projects to secure
ongoing viability, and is preparing to administer the Government’s £400 million Kick Start
programme announced in the budget.

— Used HomeBuy Direct scheme to invest £39.5 million in the region to assist first time buyers in
gaining access to the property market.

The Regional Development Agency has:

— Worked with a range of private and public sector partners to develop immediate priorities to
respond to the recession and prepare for the upturn.

— Reviewed its major development schemes to see how momentum can be maintained on key
physical regeneration projects that have the greatest economic impact and lay strong foundations
for recovery.

The North East Housing Board has:

— Provided a forum for debate and sharing knowledge of actions to mitigate the eVects of the
economic downturn.

— Provided a forum for the HCA to discuss regional investment strategy.

— Assisted in the establishment of the Regional Loans Fund for private owners to bring their
properties up to decent standards.
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The Government OYce for the North East has:

— Facilitated and supported the Regional Minister’s engagement with the private sector.

— On his behalf, established the Public Sector Economy Forum, bringing together key public sector
partners working together on issues such as capital infrastructure projects.

— Stimulated debate and the sharing of good practice through dialogue with Constructing
Excellence, North East Housing Board, Housing Market Renewal Partnerships.

Further supplementary memorandum from the Government OYce for the North East (NE 08)

Take-up of Housing Measures in “Real Help for the North East”

Issue

Following the informal meeting between the North East Select Committee and Government OYce for
the North East on 16 April 2009, and your formal request for additional briefing, I am delighted to outline
below information regarding the take-up of housing measures in “Real Help for the North East”.

Background and Information

“Real Help for the North East” published in April 2009, highlights two measures introduced in 2008 to
help homeowners worried about keeping up with their mortgage payments.

Support for Mortgage Interest

— Aimed at those not in work and pensioners, it helps with their eligible monthly mortgage interest
payments. The scheme covers mortgage interest payments for those who have lost their jobs and on
means tested benefits, such as income support, jobseekers allowance and employment and support
allowance. However, it only covers homes with either one person responsible for the mortgage, or
where a couple have both lost their jobs.

— Changes to the SMI scheme mean that homeowners who have lost their jobs can claim after 13
weeks, instead of 39, and for up to the first £200,000 of their mortgage.

— The changes, which came into place at the start of January 2009, lift the level for interest payments
from £100,000, which was set in 1995 when the average house price was about £60,000, according
to the Halifax. Mortgages above this level will still qualify, but homeowners would have to top up
interest for the amount above £200,000.

— Budget 2009 confirmed that the Standard Interest Rate used will be maintained at a level of 6.08%
until the end of the year. This will help in particular those borrowers with a fixed rate mortgage—
around 74% of all those with a mortgage—whose average rates remain at 5.74%. (SMI data is
collected quarterly, and figures for November 2008 will be available next month).

Mortgage Rescue Scheme

— The mortgage Rescue Scheme, run by Local Authorities, has been operational across the country
since January 2009, aiming to prevent some of the most vulnerable families losing their homes and
experiencing the trauma of repossession.

— To help those in priority need (including families with dependent children, the elderly, and disabled)
at risk of repossession, who would otherwise be helped by the Council under homelessness
legislation.

— The scheme aims to support up to 6,000 households over two years. As announced at Budget we
are providing an additional £80 million of funding for the scheme and expanding it so it is available
for those who are in negative equity.

Regional information

— 14 households in the North East are in the process of actively being considered for additional
support through the Mortgage Rescue Scheme. In addition, those who suVer a drop in income may
be eligible for the new Homeowners Mortgage Support Scheme, which will be up and running with
the first lenders in April 2009.

— Two households in the North East are currently in the process of benefitting (one is in North
Tyneside). An earlier case in Darlington was progressing well, but in the end the household found
a buyer and decided that was better for them.

— County Durham goes live with Mortgage Rescue by June 2009 at the latest, but they have been
asked to try and bring this forward.

— Northumberland have promised to make it a priority as a result of the additional £30k they
received last month to help with impact of recession on homelessness.
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— Training was provided for Local Authorities by CLG at the end of April 2009 which should
produce positive results in the near future.

Figure 1

REPOSSESSION PREVENTION: MORTGAGE RESCUE SCHEME MONITORING STATISTICS
BASED ON INFORMATION FROM LOCAL AUTHORITIES

Households Of which,
approaching households at Households Households

local authorities risk of applying for approved for
with mortgage repossession Mortgage Mortgage Percentage of

diYculties AND in a Rescue Rescue monitoring
Government OYce during March priority need during March during March returns
Region 2009 category 2009 2009 received

North East 57 14 2 0 81
England 1,104 407 168 1 71

Memorandum from Barclays (NE 09)

Barclays welcomes the opportunity to participate in the North East Regional Committee’s inquiry into
Industry and Innovation in the North East region.

Brian Thorpe and Amanda Shepherd will be representing Barclays, in their capacity as Head of North
East (Barclays Commercial Bank) and Regional Director (Barclays Local Business), at the Committee’s oral
evidence session on 5 June. I set out in this letter further information on our operations and views on
business banking generally and on our experience in the North East particularly.

Executive Summary

Small to Medium-sized Enterprises (SMEs) are suVering the sharpest contraction in business conditions
for a generation. Many of Barclays SME customers have never experienced such diYcult circumstances
before.

Barclays is working hard to support as many of these customers as possible through diYcult times
including, where appropriate, providing additional loan and overdraft finance. We have already increased
lending above our 2007 levels, despite a reduction in the number of customers seeking finance.

Barclays has a continued appetite to provide finance to SMEs at our current levels as a minimum (these
levels already being higher than in 2007). In April this year Barclays announced its intention to increase
lending to its UK business customers, subject to customer demand, commercial terms and credit criteria by
£5.5 billion. This includes a £1.5 billion increase in lending specifically earmarked for small and medium-
sized enterprises, which will increase our SME lending stock from £15 billion to £16.5 billion if loan demand
conditions improve.

Our branch based network relationship staV are working day-to-day to help customers, treating each one
as an individual and helping to deliver a finance solution for them that is both responsible and in line with
our credit policy. This work is going on in the North East as much as any other region of the UK.

We particularly value the Government support available to help underpin our activities in providing
finance to SMEs. One North East is viewed by Barclays as the driving government agency within the region,
mobilising key stakeholders in providing a clear and co-ordinated response to the current economic
conditions. For example, it has worked with Barclays and other local banks to raise the profile of the
European Investment Bank funding and the Enterprise Finance Guarantee Scheme, and provide dedicated
support in oVering financial advice to local businesses.

One North East has also encouraged Barclays and other members to:

— Review lending knowledge and expertise and provide upskilling where relevant.

— Promote new supportive products and services to local businesses more eVectively.

— Work together to support businesses having diYculty securing finance (eg seeking assistance from
Business Link).

Barclays also continues to maintain close links to a number of government agencies and other
independent support groups including the Chamber of Commerce and the Federation of Small Business, as
part of eVorts to support SMEs in the region.

As economic activity improves in 2009–10, our commitment to the SME sector will also be a key
component in support of business growth and expansion over the medium term.
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Manufacturing

In terms of manufacturing in the North East, our view, based on analysis of oYcial statistics and what
our customers are telling us, is that the environment is exceptionally tough, albeit with specialist pockets of
the sector performing relatively well. We agree with a growing consensus that the aggressive decline in the
sector seems to have subsided and that we are approaching, if not already arrived at, the bottom of the cycle.
What is less certain is how long it will take for the upturn to begin, and our view is that manufacturers need
to continue to operate prudently.

Barclays, throughout the downturn, has remained fully committed to the manufacturing sector; and we
believe that it has a major role to play in the long term growth of the North East economy. To assist
customers in the downturn and to prepare them for the upturn, we continue to make finance available for
viable businesses and provide expert advice through the network of specialist Relationship Directors and
Managers who have specific manufacturing expertise.

Skills and Training

For over a decade, Barclays has advocated greater use of training and advice for people considering going
into business and this led to a long term partnership with the National Federation of Enterprise Agencies
(NFEA) and local agencies such as Project North East (PNE).

Barclays continues to fund a large number of events to promote this aim. Barclays has also shown a
commitment to support training in small firms as part of a range of core current account packages for small
firms. Since the start of 2008, all of Barclays 4,547 new start-up customers in the North East have been
oVered this service.

On renewables, Barclays takes the view that the renewable energy industry will continue to play an
important role in the further development of the North East economy. This role will be built upon robust
foundations already established in the region over the last decade, such as in Research & Development,
technology innovation, major project deployment (such as the Wilton 10 wood-burning power station).
There are also set to be new opportunities in relation to development of the UK’s oVshore wind industry in
the North East.

1. Introduction to Barclays Business Banking Operations

1.1 Banking support for the small and medium sized (SME) business sector is a central part of Barclays
banking operations, reflecting Barclays origins in the 1670s as a source of entrepreneurial finance. The North
East Regional Committee’s hearing represents another important opportunity to focus on the needs of
SMEs in the current economic downturn, in addition to the recently established BERR Small Business
Finance Forum, of which we are a member.

1.2 In the UK, Barclays broadly categorises its SME customers as follows:

— smaller firms with a turnover up to £1 million are typically within the Local Business banking
division of Barclays; and

— larger SMEs with a turnover over £1 million and up to approximately £20 million are typically
within the Medium Business unit (MB) of Barclays Commercial Banking division.

1.3 For the purposes of this submission, references to SMEs means customers of Local Business and of
MB whilst references to “small businesses” and “larger SMEs” are references to Local Business and MB
customers respectively.

1.4 The majority (approximately 85%) of SME customers are in Barclays Local Business division. This
response focuses mainly on businesses within our Local Business division, but naturally we are happy to
respond to any question on SMEs and Barclays activity within this sector.

2. Market Overview for Small and Medium Sized Enterprises—Barclays Observations

2.1 Focus on Small and Medium Sized Enterprises (SMEs)

2.1.1 Barclays currently provides business banking services to nearly one-in-four SMEs in England and
Wales, as well as an increasing involvement in Scotland and Northern Ireland. Barclays SME customer base
totals around 720,000 firms and covers all areas of economic activity.

2.1.2 Current characteristics of the SME sector include:

— The value of sales receipts credited to Barclays small business current account base has fallen
steadily during the course of 2008–09. The figures for the three months to end March 2009 were
circa 10% lower than in the same period in 2007, the sharpest decline for over a decade.

— For much of the period 2005 to early 2007, the profitability for SMEs was buoyant. However over
the last 12–18 months, many customers have seen cash flow reduced with spending often at times
running ahead of sales receipts leading to a cut in cash reserves (and as a consequence reducing the
ability to meet repayments of new and existing debt).
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— Even so, we consider that most SMEs are still in a strong net liquid position. In the case of Barclays
customers, at present only about one-in-six of our small business customers have either a loan or
overdraft and the number of firms in credit outnumbers those borrowing by a ratio of 3 to 1. Also,
in recent months we have observed cutbacks in spending amongst our smaller business customers
restoring a positive trend in cash reserves to replace the losses of last year.

— At the time of the last major recession (early 1990s) borrowing from the banking sector exceeded
deposits by a significant margin (£20 billion) whereas today, savings and borrowing across the
smaller business segments are broadly complementary.

— Another impact of recent economic conditions has been a reduction in the number of business
start-ups and an increase in business closures. In the SME sector, business closures now exceed
start-ups, leading to a fall in business stock of about 30,000 during 2008, a drop of approximately
1%. However this should be set against the experience of a substantial net increase in the stock over
the last ten years (about 18% from 1997 to 2008).

3. Industry Response to Current Market Conditions

— As evidenced by data published by the British Bankers’ Association,33 the main high street banks
have continued to increase the level of support to the small business sector during 2008. At the end
of the quarter to end of March 2009, total borrowing by the small business sector was £54 billion
and some 5% higher than a year before; an increase was reported in both loan and overdraft
availability.

— Loan balances for small firms have continued to increase, particularly for short maturity loans
(under three years) and loans for over 10 years. This indicates a continuing willingness of the main
banks to commit both flexible short term funding and long term development capital to the small
firms sector. Medium term loan balances have also increased.

4. Barclays Response to Current Market Conditions

4.1 Barclays commitment to the UK SME sector

— Barclays is very much committed to SME business—in 2008, more SME customers switched their
relationship to Barclays than left us, leading to a growth in our SME customer base despite a
general contraction in the marketplace. We are also seen as one of the top banks for start-ups.

— In line with this account growth we have seen increases in our engagement with this marketplace.
Our SME customer stock has increased by over 17,000 during the last year. Our lending origination
to small business customers has increased by more than 8% per year to date (to end March 2009)
and even after refinancing/repayments made, our stock of SME loans was still 4% higher than a
year before (including growth of over 10% amongst smaller business alone).

— Through its relationship teams, Barclays is committed to taking fast and decisive action to help
SMEs through the current economic downturn.

— Our relationship managers are available for customers to discuss the best way we can help their
businesses. For example, on average every working day in Q1 2009 our staV had nearly 1,800 face
to face meetings with customers. Also, we sanctioned a new small business loan or overdraft every
66 seconds (on average every working day in Q1 2009), based on the number of loans agreed during
the course of a year.

4.2 We oVer high quality products and advice

4.2.1 Barclays overall approach to SMEs is to provide a blend of financial products and invaluable
business advice to construct solutions that meet the needs of customers:

— A choice of small business accounts that they can tailor to their needs and the provision of up to
two years free banking to start-ups, subject to remaining in credit.

— Day to day small business banking support through a team of Business Managers who are
available over the telephone for everyday and urgent banking needs during the daytime, evenings
and weekends.

— Free consultation for small businesses with a local accountant, marketing expert and solicitor to
advise on topics such as the best legal status, how to advertise or draft supply contracts.

— Barclays oVers a free nationwide small business seminar and workshop programme. This is
designed to help small business owners network and gain practical help on relevant challenges such
as marketing, trading online or how to generate more business profits.

— Business management software has also been developed to help small business customers complete
their account work quickly and eYciently; support their hiring eVorts; help back up their business
data securely; and avoid late payment and bad debts.

33 BBA press release Support for Small Firms, April 2009.
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— Creditfocus is an innovative web based service provided to small business customers to help them
reduce the risk of late payments and bad debt, with elements of the service provided to customers
for free. Businesses often encounter issues as a result of late payment of invoices and bad debt, and
this Creditfocus service is a tangible example of how Barclays is reflecting a strong understanding
of its customers’ needs in our product development. Creditfocus won the Institute of Financial
Services (IFS) Award for Innovation Excellence.

— Barclays customer satisfaction levels for relationship managers remain high; in Q4 2008, over two
thirds of customers surveyed were either very or extremely satisfied with the service they received
from their manager.

— For our larger SMEs we provide a more sophisticated oVering in terms of product set and services.
For example, our teams are increasingly industry focussed, with staV undergoing training to
become specialists on a particular sector. This enables relationship managers to be customers’
trusted business partners, helping them identify opportunities and manage risks more eVectively.
Furthermore, this year we have launched the Barclays Latitude business club which oVers products
and advice to support business development and growth, domestically and internationally.

4.3 Key features of Barclays lending strategy to SMEs

4.3.1 There has been considerable focus in press commentary about lending to small businesses in
particular. Over a typical business lifespan, about 60% of small businesses will need to borrow money for
one reason or another (even though only a minority are borrowing at any one point in time). In some
industry sectors, access to working capital is an almost perpetual requirement. In other sectors, debt finance
is more associated with business development opportunities.

4.3.2 Our lending strategy can be summarised as follows:

— As outlined above, in spite of diYcult market conditions Barclays lent more money to SMEs in
2008 than in 2007 and this trend has to date continued into 2009; new lending flow to small
businesses alone is up by more than 8% year-on-year to end March 2009.

— Across our SME customer base as a whole, Barclays loan stock increased by 4% in the year to
March 2009, despite the evidence of a much weaker economy and customer cashflow than a
year ago.

— Barclays has a continued appetite to provide finance to SMEs at our current levels as a minimum
(these levels already being higher than in 2007). In April this year Barclays announced its intention
to increase lending to its UK business customers, subject to customer demand, commercial terms
and credit criteria by £5.5 billion. This includes £1.5 billion increase in lending specifically
earmarked for small and medium-sized enterprises, which will increase our SME lending stock
from £15 billion to £16.5 billion if loan demand conditions improve.

— Barclays charges for debt on a risk adjusted basis: higher rates for higher risk customers, lower
rates for lower risk customers. During 2008 we increased rates for a small number of businesses
and reduced rates for a similar number whilst the vast majority remained unchanged. As a result
of our policy, customers representing lower/improved risk do not subsidise others.

— Base rate movements are passed on in full to all base rate linked borrowing customers
(approximately 80%).

— Barclays ensures that up front lending fees are communicated clearly and in advance. Any other
fees are clearly articulated in our tariV charges and we actively explain to our customers how to
save money.

— Barclays maintains a consistent approach to risk—lending responsibly. Risk decisions are made
jointly by centrally based credit experts and locally based relationship teams, with local knowledge.

— We treat each business on an individual basis with no “blanket” policies for industry sectors.

— We are leading users of European Investment Bank (EIB) funding in the UK passing the full benefit
on to SMEs.

— We are fully involved with BERR in shaping the Enterprise Finance Guarantee (EFG) and have
actively marketed this since January 2009.

4.4.1 Enterprise Finance Guarantee

4.4.1.1 Since the Government’s launch of the Enterprise Finance Guarantee on 14 January this year,
Barclays has supported this scheme. The latest BERR weekly data up to 31 March 2009 highlights that
Barclays had made 40% of all the loan oVers under the scheme to date and reported 25% of all EFG loan
drawdown in the UK. Currently our sanction (loans approval) rate stands at more than £1 million per day.

4.4.1.2 Between 14 January and 31 March 2009, Barclays has seen the following EFG related activity:

— Over 1,000 Loans approved, totalling approximately £100 million.

— The application and take up rate is so far on track to utilise our allocation in full this financial year.
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4.4.2 European Investment Bank

4.4.2.1 On 16 December 2008 Barclays signed up for the latest European Investment Bank (EIB) funding
line of £150 million. This continues a 15 year history for Barclays of oVering EIB schemes to customers as
cash backs.

4.4.2.2 Between 16 December 2008 and 31 March 2009, Barclays has generated the following EIB
related activity:

— 599 applications for term finance agreed eligible for the scheme.

— 177 applications have already gone through to completion and the cash back paid to customers.

4.5 Focus on North East Region

4.5.1 Following initial engagement led by the Government OYce of the North East, One North East is
now viewed by Barclays as the driving government agency within the region, mobilising key stakeholders
in providing a clear and co-ordinated response to the current economic conditions. For example, they have
worked with Barclays and other local banks to raise the profile of the European Investment Bank funding
and the enterprise Finance Guarantee Scheme, and provide a dedicated support in oVering financial advice
to local businesses.

One North East has also encouraged Barclays and other members to:

— Review lending knowledge and expertise and provide upskilling where relevant.

— Promote new supportive products and services to local businesses more eVectively.

— Work together to support businesses having diYculty securing finance (eg seeking assistance from
Business Link).

4.5.2 Based on an internal regional analysis of credit turnover, it appears that the reduction in economic
activity in the North East has so far been less pronounced than in England & Wales as a whole. Nationally,
credit turnover fell by 10% in the year to Q1 2009 whereas the decline was 7% in the North East. Although
this reduction was lower than in any other English Region it should still be remembered it is still a decline
and many of our customers are clearly having a diYcult time. Sectors hit harder than others in the North
East include post and telecoms, hotels and catering and construction.

4.5.3 In the year ending March 2009, Barclays SME customers in the North East opened 859 new loans,
over 3% of the national total volume with new facilities agreed exceeding £100 million (including over £10
million for manufacturing firms). At the end of March 2009, the stock of loans outstanding in the region
was nearly 5% higher than a year before and the region’s share of new loans was a very similar percentage
to its share of the loan stock, suggesting no regional variation has been evident in lending policy in the recent
past. Similarly, it is impossible to identify any significant regional diVerences in use of EFG or EIB.

5. Barclays Views on the Place of Manufacturing Industry within the North East

5.1 Barclays view is that the prospects for the manufacturing sector in the North East and across the UK
remain very challenging.

5.2 Market conditions in the manufacturing industry

5.2.1 Trading conditions deteriorated further in the first quarter of 2009, having collapsed in the second
half of last year. According to oYcial data from the OYce of National Statistics (ONS, May 2009) British
manufacturing output fell at its fastest rate for a calendar quarter since records began in 1948 in the first
three months of 2009, though the monthly decline was better than expected. Total production output fell
5.3% in the first quarter of this year compared with the previous quarter, and was down 12.1% on the same
quarter last year.

5.2.2 Widespread destocking has exacerbated the impact of depressed final demand as manufacturers
have scaled back production and unwound inventories. Business surveys suggest that stock levels remain
historically high and destocking seems to have further to run.

5.2.3 Manufacturers continue to contend with a contraction in consumer spending and business
investment. Mechanical and electrical engineers are suVering from tighter spending on capital goods, motor
manufacturers have scaled back production markedly in response to the collapse of new car registrations
and those manufacturing building related products have responded to a downturn in construction. We have
seen this now having widespread impact on those companies that manufacture materials and intermediate
products.
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5.2.4 In contrast we have seen high value, highly specialised sectors, such as pharmaceuticals and
aerospace, as relatively better placed. They will continue to benefit from a strong international reputation
and highly specialised technologies; although the aerospace sector, in particular, is facing a cyclical
downturn in new orders as a result of the diYculties of the airline industry.

5.2.5 The sharp depreciation of sterling over the past few months, against both the euro and the dollar,
means that UK output is now increasingly competitive in both the domestic and export markets. However,
the impact of this improvement in competitiveness is being undermined as the global economy continues
to slow.

5.2.6 Overall, given the weakness in the opening months of the year, we expect production to decline by
9% in 2009. Two factors seem to be particularly important for the prospects of the manufacturing sector for
the remainder of 2009:

— How quickly stocks are reduced to desired levels: even an end to destocking, rather than a
beginning of restocking, would be beneficial to the output of the sector, but the latest CBI
Industrial Trends Survey continues to indicate that stock levels are still high.34

— The extent to which manufacturers are able to take advantage of their increase in competitiveness
resulting from the sharp depreciation of sterling in both export and the domestic markets.

5.3 Manufacturing in the North East

5.3.1 Despite the pressures facing the sector, Barclays remains fully committed to Manufacturing in
the UK.

5.3.2 North East manufacturing-specific lending by Barclays totals c£200m as at the end of March 2009.

5.3.3 In addition to our ongoing commitment to providing finance to viable businesses, Barclays has
invested in its Manufacturing specific industry expertise. Each of the five city hubs that comprise the North
East region has a dedicated Relationship Director with specific manufacturing expertise.

5.3.4 Analysis of recent Chamber of Commerce statistics, aligned with anecdotal customer evidence,
suggests that the accelerated decline in Manufacturing in the North East seems to have abated. For example,
the key indicators of domestic and export orders are up in 26 points and 16 points respectively in Q1 2009
compared to Q4 2008. The sense therefore is that we are at, or nearing, the bottom of the cycle.

5.3.5 However, confidence in the sector remains low, mainly because there is little indication on when the
recovery will begin.

5.3.6 Anecdotal customer feedback regarding the position of manufacturing in the North East includes
the experience of a manufacturer/supplier to the construction sector. The company believes that the sector
has been hit very hard. For example, fewer school capital projects—and the withdrawal of finance by foreign
banks to fund two major shopping centre developments— have impacted its “forward order” books.
Another major issue is the trade debt insurance position, which means that the company is struggling to get
the cover it needs.

5.3.7 Barclays position is to continue to advise and support manufacturing customers to manage their
businesses eVectively given the economic backdrop. This involves oVering the support they need to help
them withstand the downturn, whilst also helping to position them well for the eventual upturn.

6. Barclays Views on Training and Skills across Industry in the Region

6.1 Whilst Barclays understands the importance of industry skills in regional economic performance,
regional bodies such as One North East provide valuable assessments on this sector.

6.2 Barclays greater expertise is in training and advice in business performance and notably in the small
business/start-up market. For over a decade, Barclays has advocated greater use of training and advice for
people thinking about or going into business. This led to a long term partnership with the NFEA and local
agencies such as PNE. As a direct consequence of this partnership, Barclays has, for many years, funded
and subsidised a large number of events to promote this aim. Evaluation of these events has shown that the
businesses that attend are more likely to prosper.

6.3. Looking at the North East in 2008, under Barclays’ “Let’s Talk . . .” brand and in conjunction with
the NFEA, Barclays funded over 60 events for pre-start delegates with 1,098 people attending. Barclays also
hosted eight larger events for more established firms, focused around improving survival and growth
prospects in the recession. These events were attended by 736 additional delegates.

6.4 Plans for 2009 include at least a further 60 pre-start and a further six larger events, with a target of
reaching a further 1,460 delegates. Information gained from the 2008 events has also been used as part of a
wider review of our national relationship with the Business Link network.

34 Confederation of British Industry’s (CBI) Industrial Trends Survey for the first three months of 2009, published April 2009.
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6.5 Barclays has also shown a commitment to support training in small firms as part of core current
account package for small firms. For example:

— Through a partnership with Mindleaders, any UK based small business can apply for one free
training package covering a range of business topics. Further information on Barclays Small
Business Skills Training can be viewed on our website: http://www.barclays-skills.com/
skillstraining.

— In addition, all Barclays start-up customers are oVered a choice of packages when they start a
relationship with the bank. All packages include 12 months free day-to-day banking and in two of
the three packages on oVer Barclays includes access to more in-depth online and video-based
training for new firms. Since the start of 2008, all of Barclays 4,547 new start-up customers in the
North East have been oVered this service.

6.6 For firms with over £1 million in turnover in Barclays Commercial Banking more bespoke training
and support opportunities are available, notably around the Barclays Latitude Club. This is a national
network which oVers products and services for owners of larger businesses and access to networks of
potential business partners globally.

7. Barclays Views on the Role of Renewables in the North East Economy

7.1 Barclays takes the view that the renewable energy industry will continue to play an important role in
the further development of the North East economy. Specifically there is set to be continued advancement
in the areas of Research & Development (R&D), direct deployment of renewable power and heat generating
capacity and a possible new role in supporting the growth of the UK oVshore wind industry.

7.2 In the sphere of R&D and technology innovation, the region hosts the New and Renewable Energy
Centre (NaREC) in Blyth. This is an important organisation that supports investors and developers across
a range of renewable technologies. Its services include: testing of wind turbine blade applications; concept
evaluation and technical expertise; determining deployment routes for marine Renewables; advisory
services for the development of energy storage; and testing and trialling of oVshore cable technology. In
addition, Durham University is currently leading a £6.3 million programme to develop aVordable solar
panels from sustainable materials.

7.3 As a result of the North East’s reputation for R&D, major players in the renewable energy industry
have been attracted to the area to test and develop technology. For example, US energy company Clipper
Windpower located its European R&D facility in North East England where they are developing the world’s
largest oVshore wind turbine in collaboration with NaREC. Japanese market leaders Yanmar chose the
region to develop its 100% biodiesel heat and power system at the NaREC testing facilities.

7.4 In terms of the deployment of renewable power, the region’s renewable energy plant in the region is
also making a valuable contribution to the national climate change and energy security agenda. The plant
represents part of moves to meet the targets set out in the North East Renewable Energy Strategy, ie 10%
of electricity consumed in the Region to be generated by clean and renewable sources by 2010, rising to 20%
by 2020.

7.5 There has been some positive progress to deliver on these targets. According to Energy North East
there are currently 184 renewable energy installations in the North East.

7.6 The region also contains the UK’s biggest biomass power station—Wilton 10—at Wilton
International on Teesside, which generates 30MW of power. There is also 24MW of land fill gas generation
in the region, in addition to 62MW of onshore wind generation.

7.7 The North East has also been identified as a major development area for the UK oVshore wind
industry with a number of projects identified for construction in the North Sea. Over 800 turbines are to be
potentially deployed in the Round 3 North Sea oVshore wind development zone 150km oV the North East
coast. The final outcome with regards to deployment of the scheme will be determined under the Crown
Estate’s tendering scheme.

7.8 Aside from direct deployment of oVshore wind turbines in the coastal waters the North East (based
on its existing R&D and technology hubs) is well placed to play a leading role in supporting the UKs wider
oVshore development. A report commissioned by the British Wind Energy Association (BWEA), and
produced by management consultants Bain & Company, suggested that the model of developing industrial
clusters around existing support services and infrastructure was a model that had been successfully
employed in Spain and Germany and could be replicated in the UK, with the North East well placed in
this regard.

7.9 However, while progress is being made in terms of meeting the North East’s renewable energy targets,
it is evident that further progress will be necessary in order to better support the wider national and
international obligations that the UK will be measured against; including the requirement to source 15% of
all energy from renewable sources by 2020. This will involve growing UK renewables electricity generation
to a share of 30–35% of total capacity. Currently the UK renewables stands at 4–5%. The scale of the
challenge is therefore immense and will rely upon rapid deployment of proven and viable technologies such
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as onshore wind in the short term, the creation of a vibrant and stable environment for the financing and
servicing of oVshore wind in the medium term, and the fostering of new technologies (wave & tidal) to
support the long term policy objectives.

7.10 Projects with established developers, proven technology, and structures to control risk on
commercially acceptable terms, are still able to secure project finance but the debt markets have generally
tightened through a reduction in the number of project finance banks operating in the UK market. This has
placed a general constraint on available capital for the renewables project finance market.

The European Investment Bank is increasingly being asked to fill the gap left by commercial banks who
would have ordinarily financed renewable energy projects, culminating in the announcement in the 2009
Budget of an additional £4 billion of EIB capital being made available to the energy market, partly through
direct lending and partly through intermediated lending schemes with commercial banks. There are a range
of possible avenues for the deployment of the EIB capital but it may best be deployed (if required) for
strategically important projects in oVshore wind in order to support the achievement of the UK’s renewable
energy targets.

7.11 The contraction of debt availability has coincided with a simultaneous tightening of the equity
markets. Although equity investment held up in the renewable sector for much of 2008 this immunity finally
broke down in the last quarter of 2008 and first quarter of 2009. Equity investors have become increasingly
risk averse in the sector, looking to invest lower capital amounts and at later points in the development cycle
than before. The net eVect in 2009 has been a global reduction in venture capital flows into clean technology
of 41% between quarter four of 2008 and the first quarter of 2009. This has been combined with a
retrenchment into familiar sectors and to more attractive countries amongst equity investors. This has
resulted in a lack of cash for early stage development of technologies (marine based predominantly) and
therefore has impacted upon smaller and more innovative development companies.

7.12 Despite the current dislocation in the renewable equity and debt markets projects the outlook for
financing of the renewables sector is positive once we enter a period of stabilisation and recovery.
Notwithstanding the constriction in the financial markets the renewables sector was slower to be impacted
than other sectors and has still benefited from sustained, if reduced, lending and equity financing activity
which is clearly preferable to the stagnation of investment in other sectors. Renewables remains an attractive
lending and investment propositions relative to other sectors predominantly due to the historic record of
low defaults and the level of long term regulatory and government support that stands behind the sector and
these will be important factors in encouraging a faster increase in investment activity in renewables than in
other areas of financing.

7.13 Within the North East, there have been strides in the direct deployment of renewable generation, but
it is clear that against this context there is still a significant further requirement for development of renewable
energy sources in the region; particularly in onshore wind where a number of projects are awaiting planning
consent. This is a familiar national obstacle and is not peculiar to the North East. 2007 saw a record number
of renewable energy projects rejected in the planning process and it has been estimated that on average it
takes up to 24 months for a project to receive a planning decision. The UK Government has sought to
address this through National Policy Statements to guide planning decisions for various forms of
infrastructure and the creation of the Independent Planning Commission to centralise planning decisions
for projects with a capacity in excess of the 50MW.

Further thought perhaps needs to be given to increasing localised benefit from the presence of renewables
projects within the authority’s jurisdiction such as replacing general rates levied on projects with a tax that
is directly reinvested into local infrastructure, controlled by the local assembly/council. With regard to grid
connection, viable projects are sometimes expected to wait for long periods before being given a connection
date in order that the costs of network improvements can be kept to a minimum level.

7.14 Without further reform to both the grid and planning permitting systems there is potential for
investment flows to be diverted to other countries where the regime is perceived to be more supportive.

7.15 Barclays has played a meaningful role in the development of the renewables industry both nationally
and in the North East, demonstrated through examples such as its involvement in the financing of the Wilton
10 wood-burning power station and its continued engagement and desire to support the major wind farm
development companies in the region. This is part of a wider business focus on financing renewable energy
developments in the UK as a whole, which Barclays has maintained since the earlier part of this decade,
funding over 600MW of project capacity through our Renewables & Natural Resources project finance
team. This year in the North East, as well as in the rest of the UK, Barclays has approved an additional
amount of lending capacity to the renewables sector, reflecting its willingness to support new renewables
projects. It is also actively engaged in regular dialogue with the Department of Energy and Climate Change
(DECC) and other key stakeholders to address the challenges and meet the opportunities in the
renewables sector.
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Memorandum from North East Chamber of Commerce (NE 10)

Summary

— NECC members are supportive of One North East as a strategic economic development body for
the region, though there are fears over “mission creep”. Government OYce North East has not
demonstrated a suYcient commitment to act on the region’s, rather than Whitehall’s, behalf.

— The death of manufacturing in the North East has been greatly exaggerated. However, challenges
remain, particularly in moving to higher value manufacturing in the face of global competition,
which industrial policy has not yet adequately addressed.

— The case for re-structuring of skills development bodies has not been adequately made and is being
pursued with bad timing. It is critical that internal focus is minimised and a guaranteed quality
service to businesses maintained.

— The North East has a huge opportunity in both renewable and clean energy technology. Planning
constraints must be addressed if this is to be realised in full.

1. About the North East Chamber of Commerce

1.1 The North East Chamber of Commerce (NECC) is the North East’s leading business membership
organisation and the only regional chamber of commerce in the country. We represent more than 4,500
businesses located in an area co-terminus with Government OYce for the North East. Our members are
drawn from all sizes of business across all sectors and employ about 30% of the region’s workforce.

1.2 Through our network of local and sub-regional committees covering every local authority area in the
North East, together with NECC Council, we are regularly in contact with all types of businesses. We also
carry out the quarterly North East Business Barometer survey, the largest of its kind in the region.

1.3 Of particular relevance to this inquiry is our current NECC Innovation campaign. A report detailing
our recommendations for supporting innovation across all sectors of North East business will be published
in June and made available to Committee members.

2. The role of One North East and the Government OYce in supporting industry and innovation in the current
economic climate

2.1 Businesses have struggled to identify how Government OYce North East proactively supports the
region, as opposed to supporting central government departments within the region. Clarification of its role
and the expectations businesses can legitimately have from the organisation would therefore be welcome.
While Government OYce staV across all teams are regularly willing to engage with businesses, it is diYcult
to discern how this has a genuine influence on central Government policy. The presence of a Regional
Minister with a political constituency in the North East has had a more visible impact than Government
OYce.

2.2 The North East’s Regional Spatial Strategy presents a clear example of Government OYce failing to
support the region. Amendments to drafts made by the OYce consistently failed to adequately express the
region’s ambitions, as emphasised in the Regional Economic Strategy (RES) drawn up by One North East.
A particularly crass example was the comment—later withdrawn after pressure from NECC—that the “low
cost of labour” could be a significant factor in attracting investment to the North East.

2.3 An excellent model for close proactive engagement with the region’s business community in order to
feed intelligence and regional viewpoints into central decision-makers is operated through the Bank of
England’s regional agents. Government departments should consider similar approaches.

2.4 Public bodies should principally focus on providing high quality infrastructure within the North East
which will attract the private sector to invest. While NECC welcomes the investment that has been made in
the region’s broadband infrastructure, this clearly requires periodic updating such is the pace of
technological development. Where transport infrastructure is concerned, NECC believes the region has seen
significant underinvestment in strategic links in the past decade, other than that made by private companies.
Development of ports and airports to ensure excellent connections to international markets must be
proactively supported, including through improvement of transport links to these facilities. Vital road links
to UK markets from the North East are already not fit for purpose; rail links which at present serve the
region well could become so if investment to counter growing capacity pressures is not made swiftly. Neither
Government OYce nor One North East have been forthright enough in articulating the region’s needs.

2.5 Where Government OYce could have played a valuable role during the downturn would have been
in providing detailed information about the implementation of new initiatives—particularly around the turn
of the year when a series of announcements were being made in quick succession. The opportunity to use
Government OYce in this way was seemingly missed by central Government departments.

2.6 NECC has largely welcomed the role played by One North East since its inception in 1999. In the
context of the North East, it is critical that strategic economic development takes place at regional level.
With a population of a little more than 2.5 million, this is comparable to the city regions of Manchester,
Leeds or Birmingham. In order to constitute suYcient critical mass to compete, it is important therefore that
the North East is not sub-divided when it comes to strategy development.
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2.7 One North East successfully developed a Regional Economic Strategy (RES) which inspired clear
support from the business community and contained ambitious targets One North East is willing to be
judged against. Clearly a 10-year strategy of this kind must be re-examined in light of changed economic
circumstances, but a shift to short-term interventions must be avoided.

2.8 The focus on the “three pillars” for science-led economic growth has been welcomed. In energy, health
sciences and process innovation, One North East has identified three sectors where the region’s businesses
already are or have significant potential to be global leaders. Capitalising on this private sector success is
critical. The development of clusters to support this is welcomed, but the strategy for making these self-
sustaining must be carefully managed. A retreat from activities which genuinely add value to existing
provision, into commercial activities which are already being adequately provided, would represent a lost
opportunity for the region. One North East must also be careful not to dilute its focus on these sectors by
attempting to spread its eVorts too thinly across all areas of business.

2.9 Development of high quality facilities to support these sectors is welcomed, such as the blade test
facility at NaREC. This provides a facility which will attract businesses to the region and which could not
be provided by the private sector alone. However, a “me too” attitude which creates facilities without the
same value in all parts of the region must be guarded against.

2.10 The creation ahead of the national trend of a single Business Link service incorporating UKTI and
LSC advisers is also to be welcomed. While the process of setting this up has not been without its diYculties,
the strategy being pursued is welcomed by NECC. It is important to continue to move North East businesses
away from a grant culture to a sustainable commercial footing. The recent incorporation of the North East
Regional International Trade OYce into Business Link is welcome due to the importance of exports to the
North East economy, and of North East exports to the UK, with the region consistently recording a positive
balance of trade. The involvement of LSC brokers with good understanding of the region’s economy and
business community should not be jeopardised by current reforms (see below).

2.11 We have concerns that One North East has undergone “mission creep” since its creation.
Government must resist allocating responsibility to One North East for projects which are not directly
related to economic development. Examples could include environmental policy, equality and diversity and
social inclusion. Similarly, One North East should refrain from assuming responsibility for work which need
not be part of its core remit. This includes taking on management responsibility for programmes which are
separately funded. Examples could include urban design, sports or languages. None of these projects or
programmes are opposed by NECC, but should be moved to organisations with a more appropriate remit,
or to local authorities or city regions with broader remits. In the same way that organisations with core
responsibility for health, skills or law and order would not be handed responsibility for issues outside their
core remit, the same discipline should be applied to a body responsible for economic development. A
relentless focus on the needs of businesses is required at present and this must not be diluted.

2.12 The role of the public sector with regard to economic development should principally be focused on
providing high quality infrastructure, including transport and communications infrastructure. The strategy
should recognise that this will usually create an environment which will attract the private sector to provide
other requirements, including buildings. However, a focus on measuring performance through outputs and
outcomes encourages micro-management in order to demonstrate how interventions have produced
tangible numbers.

2.13 The public sector also has a role to address market failure. This must be closely adhered to without
replicating services which are adequately provided by the private sector.

3. The place of manufacturing industry within the region

3.1 NECC’s North East Business Barometer surveys show the change in circumstances and perceptions
for manufacturers in the North East. While in Quarter 3 2008 manufacturers recorded better export
performance than service businesses and higher expectations for changes in turnover and profitability, by
Quarter 1 2009 manufacturers were significantly more pessimistic than service businesses.

3.2 The RES identifies chemical and pharmaceuticals; automotive; defence and marine; food and drink;
and energy as key sectors for the region. All of these represent high value manufacturing.

3.3 Commodity manufacturing has enjoyed something of a short-term reprieve due to changes in foreign
exchange rates over the past 12–18 months. However, this is not likely to reverse a trend of low-skilled
manufacturing being transferred to countries where the cost base is lower. It is crucial therefore to ensure
North East businesses can move up the value chain.

3.4 EVorts to develop supply chain networks for major manufacturers in the region are welcome. This
must not, however, be at the expense of encouraging firms to develop their own diversified customer base
in order to insulate themselves against shocks aVecting major customers.

3.5 It is clear that manufacturing industries in the region must innovate to maintain global
competitiveness in the future. Examples of support for this innovation include the development of NaREC
to encourage a new energy industry, and One North East’s recent Memorandum of Understanding with
Nissan over the development of infrastructure to support electric vehicles.
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3.6 R&D investment by Government in the region has been minimal in recent years. This compares
unfavourably with other regions, particularly the East of England, South West and Scotland. Improving
this would have a significant impact on opportunities for collaboration building capacity within North East
businesses and on the supply of high level skills and knowledge within the region. The focus on the transfer
of Government jobs outside of London should be on quality rather than quantity, with a particular focus
on research institutes which will bring with them significant R&D investment in the region.

3.7 Public procurement both within the region and nationally must support the manufacturing industry.
It is crucial procurement backs innovation in UK and North East manufacturing rather than commoditises
it through a competitive tendering process. UK public agencies must also recognise the holistic economic
impact of buying decisions rather than simply immediate eYciency savings. Nevertheless, in all cases we
would expect an objective assessment of overall value and support for capacity building within
manufacturing businesses; not a simplistic protectionist attitude, either regionally or nationally.

4. Training and skills across industry in the region

4.1 A particularly worrying trend revealed by the North East Business Barometer survey over the past
12 months has been the declining expectations businesses have reported for their own future investment
plans. This has been reported for both plant and training investment. The Quarter 1 2009 survey showed a
balance of respondents reporting increasing training investment plans as opposed to decreasing investment
plans of minus 23.8. For manufacturing businesses alone, the balance is minus 42.9 This is occurring at a
time when Government has been encouraging moves towards a demand-led skills system. While this has its
attraction to business, NECC has been anxious to make clear the limited time horizons within which most
businesses are able to identify and invest in this demand, and the vacuum that is created in a less favourable
economic climate in which demand for skills has slumped.

4.2 Part of the present gap should be filled by the public sector. Agencies in the region must commit to
increasing their level of investment in apprenticeships and other forms of training to ensure development of
the skills base of the region continues at a time when the private sector finds it more diYcult to do so.

4.3 NECC does not believe the case for reform to the structure of Government agencies has been
adequately made. It is also being carried out at a time when the focus should be on ensuring simplifying the
process for business investment in training and proactively engaging with firms, rather than on re-
structuring. It is clear that changes have progressed to a degree where it would cause more disruption to
attempt to reverse them. Nevertheless, the internal focus must be restricted to an absolute minimum and
businesses must be given confidence in a guaranteed quality service with a “no wrong door” approach during
any period of re-structuring.

4.4 In the medium term as these changes are implemented, it is critical that skills planning continues to
match economic strategy. However, under current proposals, economic strategy will be drawn up at regional
level with skills planning taking place at local level through councils up to age 19 or at national level for
adults through the Skills Funding Agency. This gap must be bridged. In particular, internal political issues
must not hinder highly eVective clustering of local authorities at regional level to ensure coherent planning.

4.5 Skills useful for creating businesses should be taught as a basic skill in schools and colleges if the
region is committed to hitting the ambitious targets for enterprise contained within the RES and giving new
businesses the maximum chance of success.

4.6 Enterprise skills must also be instilled in students graduating from the region’s universities. Those
developing high level skills in fields important to the regional economy should be encouraged to gain extra
credit by complementing this with business modules. This would help maximise the wealth generating
potential of their skills and knowledge.

5. The role of renewables in the North East economy

5.1 It is clear that renewable energy will be one of the growth industries of the next few years. The
announcements in the 2009 Budget of significant Government support for oVshore wind present a major
opportunity for the North East, particularly after recent progress on creating a hub for the industry on the
north bank of the Tyne. Coordinated proactive support within the region for such developments, including
through the planning system, must be maintained. EVorts must also be made to encourage firms with
transferrable skills applicable to this industry to diversify.

5.2 However, a mix of energy is needed to provide energy security for North East businesses. NECC
therefore supports Government commitment to carbon capture and storage and nuclear. Concerning the
former, proposals being developed in Tees Valley and Northumberland must be seized upon by the region
and given full backing to present an excellent case to both the Government and Brussels for this region to
be included in a first wave of UK projects. On the latter, the region should back Hartlepool for inclusion in
a new generation of power stations.
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5.3 The potential for renewable and clean energy industries in the region will not be fully realised until
planning delays within the region are overcome. The discrepancy between national policies encouraging
renewable energy development and local reluctance to support individual projects must be dealt with. This
could be achieved through clear national or regional policy statements making clear the expectations on
local planning authorities to support the industry within realistic limits. This should also recognise wider
engineering and biomass opportunities in the energy sector.

5.4 While the above proposals are exciting and should be pursued with vigour, it must not be forgotten
that there is significant potential for green energy generation and economic benefit now through onshore
wind, which at present is the only proven form of renewable capable of achieving targets now. To date, an
estimated £3.4 billion has been invested in UK onshore wind. It is vital the North East does not miss out
on a significant proportion of this investment. For example, the West Durham Wind Farm has involved a
£33 millio investment by The Banks Group.

5.5 A fuller understanding of public attitude to onshore wind needs to be gained before a reluctance to
approve projects is created by a vocal minority. Costly appeals and public inquiries limit both the capacity
of businesses to invest in further schemes and maximise community benefit.

5.6 Meaningful engagement with the Ministry of Defence over aviation-related objections is essential to
avoid delays in development. EVorts which are underway to agree a workable framework for development
with the region’s airports in order to allow renewable projects to proceed without damaging aviation must
also be continued.

5.7 Public bodies including local authorities should make more use of the opportunity to tap into the
benefits of direct supply of renewable energy, such as from on shore wind, and should collaborate with
developers to achieve this.

5.8 The slowness of the National Grid to create the capacity for new green energy facilities to connect to
the network must also be overcome. Exciting developments including biomass power generation in Tees
Valley are being held up as a direct result of this, which is unacceptable for both economic development in
the region and achievement of the UK’s carbon reduction targets.

Memorandum from One North East (NE 11)

Summary

— The North East economy has seen significant growth in recent years, above the national average,
however the downturn has negatively impacted on businesses activity across sectors.

— One North East (ONE) has played a key role in supporting industry and innovation in the region,
vital to meeting ambitious growth targets, particularly through:

— Improving the competitiveness and eYciency of existing businesses, including through the
MAS NE programme, access to finance for firms and wider support provided by Business
& Enterprise North East (BENE); and

— the growth of new industries building on industrial and academic strengths providing a
platform for future growth, including the leadership of the Innovation Connectors
bringing together physical regeneration, inward investment, business support and skills
activity around a scientific and technological area of excellence.

— The Agency has taken responsive and decisive action refocusing £46 million into support for
regional businesses during the current economic downturn, including an extension to the
Transitional Loan Fund, R&D scheme, business health checks and initiating and chairing multi-
agency Response Groups.

— ONE’s strategic leadership and influencing role in the skills agenda continues to be important in
ensuring the region’s workforce has the skills necessary for a dynamic, diverse and competitive
economy.

1. Introduction

1.1 One North East (ONE), the Regional Development Agency, has made a significant contribution to
the economic growth and regeneration of North East England. There has been major progress in the growth
of the region’s economy, but there remain significant challenges, not least those caused by the current
recession.

1.2 This submission sets out the role ONE has played in the region’s growth, particularly through activity
in the areas of innovation and industry.
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2. Regional Economic Strategy: Ambitions for Growth

2.1 The Regional Economic Strategy (RES) provides the strategic framework for sustainable economic
growth for the North East, and sets the region’s economic aspirations.

2.2 By 2016, to increase the GVA per head to 90% of the national average, from the 80% it was in 2006.

With the following underpinning targets:

— the creation of between 18,500 and 22,000 additional new businesses; and

— employment for between 61,000 and 73,000 more people.

North East Economy

2.3 In the last few years the North East economy has made positive progress with some encouraging signs:

— growth in GVA between 2005–07 was the highest of all UK regions;

— business stock has grown faster than the national rate for the last five years;

— significant regional employment growth over the past decade; and

— more diverse economy and the region’s image has improved significantly.

2.4 However there is still some way to go if we are to meet the ambitions of the region:

— the economy of the region performs at a relatively low level: GVA 79% of the national average;

— number of VAT registered businesses remains low: 61% of the national rate in 2008; and

— the region still has a lower rate of employment: 71.5% compared to 74.5% nationally.

2.5 The recent downturn has also had an impact on the region, across all sectors, with weakening demand
for goods and services regional business activity has been contracting since June 2008. However the rate of
contraction has eased with a slower fall in activity than the UK average for the second month in succession
during March.

Strong track record

2.6 ONE has a strong track record in delivery, consistently meeting financial and output targets and is
committed to a business-led approach that allows us to be flexible and responsive. Our success in supporting
business has been recognised in the evaluation of our business programme, which highlights that £4.50 was
put back into the regional economy for every £1 spent on business-related activities. This investment will
continue to produce returns for the economy and the figure is likely to rise to over £8 as the impact of the
initial investment develops.35

3. Support to Existing Business

Existing businesses are the source of economic growth and employment creation. ONE has developed a
number of support measures and activities to maximise their contribution to the regional economy.

Access to Finance

3.1 Access to finance has been identified as a key driver of growth for small and medium-sized enterprises
(SMEs), and is particularly critical in the current economic diYculties. As a result ONE established the
Access to Finance programme, which ranges from micro finance (loans up to £15,000) to larger equity
investments up to £1 million.

3.1.1 During 2008–09, 234 investments totalling £35.4 million were made from ONE investment
funds, compared to 87 investments totalling £14.3 million the previous year, reflecting the
introduction of new funds. Total invested from publicly supported funds since 2004 is £85
million with significant leverage of private funds demonstrating the North East’s reputation
for SME opportunity and ONE’s ability to utilise public funds to lever in private sector
monies.

3.1.2 The Proof of Concept Fund (convertible loan for early stage investment) was one of the first in
the country to invest rather than grant fund. It has been successful in identifying and
supporting entrepreneurial activity and also preparing businesses for the next stage of
investment. The continuum of funding has removed barriers to many entrepreneurs and SMEs
in the region and the structure has allowed public funds to be delivered in a more private sector
approach, helping to reduce grant dependency.

35 One NorthEast Impact Evaluation Follow Up Analysis: Stage One Report, SQW Consulting, February 2009.
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3.1.3 To build on Access to Finance ONE is working with the European Investment Bank and
Government to develop a £125 million holding fund, with significant levels of external finance,
under the European structural funds JEREMIE (Joint European Resources for Micro to
Medium Enterprises) model in order to provide further investment funds from late 2009.

3.1.4 The Grant for Research & Development Scheme supports a range of activities from developing
new products or processes to assessing the commercial feasibility of new technologies and has
oVered 32 companies support during the year, to a value of £2.4 million. Initially suVering as
result of the downturn, interest has returned demonstrating confidence in the scheme and
commitment to R&D.

MAS North East

3.2 Launched in March 2009 MAS NE was created by joining three successful programmes:

— Manufacturing Advisory Service (MAS);

— the North East Productivity Alliance (NEPA), embedding best practice lean manufacturing
techniques to improve eYciency; and

— Energy Resource EYciency (ERE), providing energy management skills and interventions.

MAS NE will continue to strengthen the region’s manufacturing sector by improving its competitiveness,
safeguarding 3,740 jobs, assisting over 2,150 businesses and training 8,500 people, whilst saving over £50
million and reducing carbon emissions by 25,800 tonnes.

Strategic Account Management (SAM)

3.3 ONE engages directly with 500 key businesses in the region to understand their investment decisions
and support their current and future priorities. This year the engagement has resulted in over 130 business
supports and 28 capital investment projects, including safeguarding projects such as Cheviot Foods and
expansion projects such as Convergys, in total creating nearly 700 jobs.

Inward Investment and Aftercare

3.4 In 2008–09 the Agency secured 53 inward investment projects; 45 foreign direct investments and eight
from UK companies. In total, 4,260 jobs were created or safeguarded representing over £200 million of
capital expenditure into the region. In addition, the Agency successfully facilitated 33 global partnership
agreements between overseas academic and research organisations and their counterparts in North East
England.

Business & Enterprise North East (BENE)

3.5 BENE is the main route for all business support into which ONE will invest £150 million between
2007–12. In 2008–09 BENE supported over 20,000 businesses and created over 4,000 businesses and 5,400
jobs, including through:

3.5.1 2,170 business “health checks” to 16 April, which have included maximising cash flow,
accessing lending for working capital, retaining customers and identifying new markets.

3.5.2 From April 2009 the Agency assumed responsibility for Train to Gain with funds of £2.1
million per annum provided by DIUS, delivered through BENE. The activity supports
employers of all sizes to improve the skills of their employees as a route to improving their
business performance.

3.5.3 Innovation Vouchers, into which £2.4 million has been invested, Knowledge transfer
Partnerships (KTPs), supported by £1.2 million Single Programme and £4m from the
Technology Strategy Board (TSB), and Collaborative Innovation Partnerships (CIPs)
encourage collaboration between businesses and knowledge base institutions, allowing
businesses to improve their competitiveness and eYciency by increasing innovation and
exploiting new ideas.

3.5.4 The North East England Investment Centre (NEEIC) assists existing and emerging businesses
by subsidising external business advice and expertise to support business start up and growth.
NEEIC simplifies the application process by allowing businesses to access a range of funding
for a variety of needs through a simple online application process. It is considered by BERR
to be a good example of business support simplification.
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3.5.5 NEEIC currently administers grant funding provided by Single Programme, ERDF, RDPE,
LSC, ESF and OYce of the Third Sector. During 2008–09, investment totalled over £12 million
to more than 6,000 businesses and pre-starts, leveraging investment of a further £7 million
from business.

Response to the recession

3.6 Through the Agency’s close relationship with business and the utilisation of flexible single programme
resource ONE has taken forward a number of targeted measures to alleviate pressure faced by businesses,
refocusing £46 million on this activity, including:

3.6.1 An extra £2.5 million into the Grants for Business Investment to help firms expand. Since
September 133 companies have benefited, with grant payments made just over £12.4 million.
This investment will support the creation/safeguarding of 2,887 jobs and leverage of £162
million.

3.6.2 An additional £6.25 million into the North East Investment and Co-Investment Funds to give
vital finance for growing firms, which is expected to encourage around £9.5 million of
additional investment funds in the region, creating/safeguarding 270 jobs, and assisting 28
businesses. Since 2004 ONE has invested £23 million, with leverage of £39.2 million.

3.6.3 Transitional Loan Fund: extended from £2.2 million to £9.9 million, due to interest, the fund
provides short term loan finance for large and small companies. 64 loans have been drawn
down with a loan value of £6.9 million to date.

3.6.4 £2.4 million into a business led collaborative large company R&D scheme, which matched by
private investment could generate £20 million sales over three years. Four to five schemes are
currently being investigated for full application.

3.6.5 Responding to economic shocks: throughout 2008–09 the Agency has instigated 94 large scale
redundancy response groups, an increase on the 33 cases handled in 2007–08, highlighting the
impact of the downturn on the region. In situations where there is wider regional impact the
Agency will chair a public and private sector Response Group, as it has done with Northern
Rock, Nissan and recently with Corus.

Response Groups work closely with plant management to ensure every directly aVected
employee and the wider supply chain has the best possible chance of finding new work and
opportunities. Redeployment rates are in the region on 70%–80%, which is in line with rates
in a normal economic climate, and the Agency is striving to maintain these in the current
circumstances.

Physical Infrastructure

3.7 As well as direct support for business ONE ensures its capital investment, £140 million in 2008–09
reducing to £86 million in 2010–11, is aligned with our business priorities and supports the industrial base,
boosting private sector investment and developing strong market opportunities for growth. Innovative
Public-Private Partnerships, Buildings for Business and ONEDIN, have been developed to manage the
Agency’s portfolio of industrial property, drawing on private sector expertise to drive regeneration and
enable re-investment in the portfolio for refurbishment and redevelopment.

4. Industrial Strengths and Driving Innovation

Science, innovation and creativity are key to driving improvements in the North East’s competitive
advantage in global markets.

4.1 Over recent years the region has seen considerable growth in its science, technology and engineering
related activities. The process industries have been reborn and while some elements are facing diYculties
currently, prospects in other parts, such as industrial biotechnology, are excellent. The region has established
a new energy industry, attracting new inward investment in such areas as oVshore wind technology and
biomass. There has been an increase in the development of new life sciences businesses.

Strategy for Success

4.2 In 2001 ONE’s Innovation Strategy & Action Plan (ISAP) identified innovation as being fundamental
to improving the region’s prospects through structural economic change.

4.3 Two key programmes were developed to take forward these priorities, the North East Productivity
Alliance (NEPA) and the Strategy for Success (SfS). SfS focussed on the development of new businesses and
new industries, building on existing strengths in the region, in particular the research base. It was recognised
that while the region had limited private sector research capability, there were considerable strengths in the
region’s universities. ONE, working with Arthur D Little, reviewed potential strengths and five were
identified: Process Industries, New and Renewable Energy, Digital Media, Healthcare and Life Sciences, and
Nanotechnology.
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4.4 In 2004 SfS was reviewed and although good progress had been made, there were opportunities for
further development, in particular experience of market opportunities demonstrated variations in the
potential of the selected industries. Consequently, it was decided to focus activities on industries where the
North East can achieve world leading competitive advantage and provide a strong platform for future
growth:

— process industries (underpinned by nanotechnology);

— new and renewable energies; and

— healthcare and health sciences.

Innovation & Physical Regeneration

4.5 Utilising the Agency’s strength in bringing together physical regeneration with science and
innovation, wider business support, and skills provision into a single location ONE has developed a number
of schemes focussed on particular areas of scientific strength, with the aim of stimulating regional growth
at the same time as regenerating deprived communities: Innovation Connectors.

To maximise the impact of Agency investment in these innovation programmes ONE has aligned the
ERDF 2007–13 Programme funding under Priority 1: Enhancing & Exploiting Innovation, £135 million.

Energy—New and Renewable Energy Centre (NaREC)

4.6 Established in 2003, NaREC is a world class renewable energy centre, which specialises in creating
routes to market for new energy technologies. Based in Blyth, Northumberland, NaREC oVers the latest
techniques to support energy technology developers with the creation of the next generation of their
products, including turbine blade testing. As a consequence, NaREC’s facilities are utilised by many of the
large international wind turbine companies to develop their next generation of oVshore technologies. This
has transformed perceptions of the region as a centre for renewable energy, attracting inward investment by
global renewable energy companies such as Clipper Windpower.

Process Industries—Wilton

4.7 The Wilton Innovation Connector brings together several existing capabilities at the Wilton site,
including the Wilton Centre, a commercial, multi-tenanted site providing companies from the process
industries with oYce, laboratory and pilot plant accommodation and Wilton International, the site
encompassing the large scale industrial base. Heavy investment has taken place to expand the range of
companies and assets located at Wilton, most of which has been led by the private sector. Collectively, the
research and technology community there is now one of the most significant in the UK, hosting the largest
private sector research and development concentration in Europe.

Centre for Process Industries (CPI)

4.8 To support the sector and open up future market opportunities, the Agency established CPI. CPI has
focused on identifying the innovation needs of process industry businesses, and establishing major facilities
and projects to meet these needs. It is host to the National Industrial Biotechnology Facility (NIBF),
Nanocentral, Plastic Electronics Centre (PeTEC) and the Low Carbon Energy Development Centre.

CPI has made a central contribution to the renewed growth with major new investment in Tees Valley
leveraging £178 million in investment in R&D and related innovation projects over the last three years.

North East Process Industry Cluster (NEPIC)

4.9 Set up by ONE, NEPIC represents 500 companies from across the region’s Process Industries and the
supply chain, providing a focal point for companies to share best practice, discuss and coordinate planned
investment, access training and skilled employees. EYciency improvement programmes brokered through
the Cluster have helped the region secure jobs and deliver millions of pounds of bottom line benefits to
members. NEPIC was also instrumental in the North East’s success in hosting the National Skills Academy
for the Process Industries. These companies and their supply chains are a significant contributor to the
region’s economy and the sector itself will invest around £7 billion into the region by 2015.

Health Care and Health Sciences—Newcastle Science City

4.10 ONE, with Newcastle University and Newcastle City Council, are investing around £75m in
Newcastle Science City; developing the former Scottish & Newcastle Brewery site, now known as “Science
Central”, to bring science and business together. The project will develop mechanisms to commercialise
research, particularly in strengths including, stem cells and regenerative medicine, molecular engineering
and energy and environment. Over the next 15 years the project aims to create 500 high-growth science and
technology businesses, in excess of 3,500 jobs and attract significant investment to the city.
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Additional and underpinning areas of industrial strength and academic excellence are being supported
through similar developments, including:

4.11 NETPark encourages the development and growth of plastic electronics, microelectronics,
photonics and nanotechnology businesses. These represent major opportunities for new and existing
businesses, based on the regional strengths of the Universities, the process industry and electronics and
electrical engineering businesses.

4.12 Northern Design Centre, Baltic Business Quarter, Gateshead Quays, will increase design capacity
and capability of regional businesses by acting as a physical hub, focusing on product development and
innovation, and fostering interdisciplinary working between business and the knowledge base.

4.13 Sunderland Software City is a developing initiative which has already created a strong network across
the public, private and voluntary sectors. The project brings together the expertise of Sunderland City
Council, Sunderland University, the North East Business Innovation Centre and the software industry
network in the region to establish a regional innovative and sustainable software industry centred in
Sunderland.

4.14 Digital City comprises two main strands, the Digital City Innovator based at the Institute of Digital
Innovation, managed by Teesside University and Digital City Business, managed by the Middlesbrough
Council. Digital activity and support will create a vibrant, successful and self-sustaining cluster in the Tees
Valley based on the digital technologies, digital media and creative sectors.

Future Opportunities

4.15 Innovation is central to the capacity of the region to emerge successfully from the current economic
diYculties. The work of the Agency in this area is in line with Government’s emerging “Industrial Activism”
approach: supporting high growth industries to establish opportunities in accessing growing global markets.

And the region must continue to drive progress and technological innovation to grow new industries. One
such area is low carbon vehicles which brings together work supported through NEPA and the SfS, and
which will now need a wider range of activities to be aligned if the full potential is to be achieved. Other key
areas of focus are likely to include printable electronics, oVshore wind, industrial biotechnology and new
forms of healthcare, particularly for an ageing population.

5. Training and Skills

Given the clear economic importance of the skills of the region’s workforce it features prominently in the
RES. With relatively small level of resource, £29 million between 2009–11 ONE plays a strategic leadership
role, influencing larger levels of funding from key partners such as LSC.

5.1 Regional Co-ordination and Partnership

5.1.1 Leading the Regional Skills and Employment Partnership (RESP), the regional forum for joining
up skills and employment across the region, to ensure that all major funders of skills and employment
activity align investment to regional priorities.

5.1.2 Leading the regional Skills and Employment Response Group (SERG) which ensures that the key
regional agencies involved in providing support to people and business in the current economic downturn
are co-ordinated and aligned.

5.2 Strategic and Catalytic Activity

5.2.1 Leading the creation and implementation of the Regional Employability Framework, which aims
to improve the focus and impact of resources for employability and produce a more coordinated and
coherent service for employers and individuals.

5.2.2 Incentivising the delivery of more flexible and responsive provision that meets regional need
through the High Level Skills Capacity Fund.

5.2.3 Increasing the number of young people and adults participating in STEM (Science, Technology,
Engineering and Manufacturing) learning and employment, to increase the capacity of skilled individuals
at a range of levels in areas of economic importance, including energy and manufacturing.

5.2.4 Helping key sectors retain talent and skills through the Talent Challenge programme, designed to
support those with high level skills and leadership potential and who are newly redundant (and for whom
Jobcentre Plus does traditionally not have a specific oVer).
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Memorandum from EEF (NE 12)

About EEF in the North East

1. EEF the manufacturers’ organization is the representative voice of 6,000 UK engineering-
manufacturing and technology-based companies. We have over 500 members in the North East.

Summary

2. The RDA and Government OYce have performed well during the current economic crisis.

3. Manufacturing remains a significant part of the North East economy. The region is worryingly exposed
to a number of economic imbalances, in particular an overreliance on the public sector to drive regional
jobs and growth. As a result the region needs to adopt a strategy to maximise the opportunities of emerging
manufacturing markets and technologies.

4. The skills system in the North East, as in the rest of the UK, remains complex. Recent improvements
to the flexibility of Train to Gain funding have are welcome, but concerns have also been raised in other
regions about the security of this funding (including that for apprenticeship) beyond this financial year. This
would place a further impediment to meeting skill needs of sector and region seeking to grow a high value
manufacturing base.

5. The renewables sector oVers significant growth opportunities for the region. The region has a wealth
of transferable skills and capabilities stemming from oVshore engineering sector with could be applied in
the oVshore wind and marine renewables sectors. However it is clear that the region faces stiV competition
from other areas of the UK and other countries in attracting investment in the renewables sectors.

Section 1

The role of One North East and the Government OYce in supporting innovation and industry in the current
economic climate

6. The Regional Development Agencies (RDAs) divide opinion. Many people argue that they are
unaccountable and unnecessary quangos. EEF has a number of concerns about the RDAs, but we believe
that they provide business-led critical mass for promoting regional economic development. Put more simply,
they are better able to address what are often region-wide economic issues than central government (too
distant) or local authorities (too fragmented). Critics who propose abolishing them completely have yet to
come up with a credible alternative.

7. Nonetheless EEF believes that RDAs need clearer objectives, a greater focus on outcomes rather than
outputs and often need to work more closely together to overcome artificial geographical boundaries. In
most cases RDAs should also be commissioning bodies, rather than delivery agents.

8. In terms of their performance, EEF published a report in 200736 which found little direct evidence of
RDAs having made a major diVerence to regional economic development. However, RDAs have made a
major contribution to urban renewal and have come into their own in coordinating responses to regional
crises, such as the foot and mouth outbreak or the closure of the Rover plant in the West Midlands.

9. In the spirit of this, One North East has been active and successful in bringing stakeholders together
to deal with diYculties at Nissan and Corus. The “Real Help for Business”, coordinated by One North East
and the Government OYce has also been useful to our manufacturers. The NEPA, NaREC projects were
good examples of positive interventions.

There is a more simplified business support structure and in certain areas of business support are better
directed by organisations such as such as BENE.

10. The “passionate people passionate places” campaign has been a good marketing vehicle to showcase
the region. The next round of the campaign must now more relate to business activities.

11. The role of the Regional Minister can be considered a success and the government oYce plays a good
part in managing his engagement with private business This has been particularly eVective in the themed
sector meetings we have had with the minister.

12. The GO can play a part in trying to simplify government and join it up for business to understand
more clearly.

13. The links to Local Authorities should be used to encourage these bodies to ensure Local authorities
provide good places to create business can be useful here. Simplifying Planning and improving
infrastructures are examples.

36 EEF (2007), Improving Performance?—A Review of the Regional Development Agencies.
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Section 2

The place of manufacturing industry within the North East Region

14. The North East has been through fundamental changes in the last 30 years, but manufacturing
remains a vital part of the local economy. Manufacturing always has and always will be an important sector
in the NE economy. The sector accounts for nearly 19% of our GVA and we are a net exporter of our goods.

15. Marquee names such as Nissan, BAE systems, Rolls Royce, Siemens, Komatsu, Caterpillar, and GSK
remain major employers in the region. And the North East is host to a range of vibrant and often innovative
supply chain companies.

Oil & Gas, defense, automotive, marine design, higher skilled precision engineering are the major sectors
of our manufacturing base.

16. Despite the overall decline in manufacturing employment in the region, around 140,000 people still
work in the sector.

17. Meanwhile North-East based companies in the low-carbon industries, such as Clipper (a recent
inward investment) and Smiths Electric Vehicles oVer a glimpse of the potential future for the sector in
the region.

18. However, manufacturers continue to face challenges, the most immediate of which is the current
economic downturn. While EEF’s latest forecasts point to a sharp contraction in manufacturing output this
year, of around 11%, they also indicate that the worst is now behind us. For the past six months
manufacturers have been grappling with a collapse in global demand, but attention is now turning to
preparing for the upturn.

19. The recession has highlighted a series of structural imbalances in the UK economy. Recent UK
economic expansion has been driven by a financial services boom, the growth of easily available credit and
rises in public spending. Now that these engines of our economy have gone into reverse there is a question
mark about where future growth will come from. This question is especially pertinent in the North East
which, through both the collapse of Northern Rock and the region’s high preponderance of public sector
employees, is worryingly exposed to these imbalances.

20. As a result, there is now a widespread acceptance amongst policy-makers about the need to
“rebalance” our economy, giving greater prominence to a wider range of sectors and growth opportunities,
particularly advanced manufacturing. The challenge now is how to make this happen.

21. The government, through its recently published New Industry, New Jobs strategy paper, has begun to
look at how to address this issue. The paper included an admission that the UK will need to take a more
proactive approach to supporting the development of new technologies and markets. This will need to be
followed by clear indications of how policy levers such as procurement and infrastructure investment can
be used to support this eVort.

22. This also has clear the implications for the North East. Just as there is a debate at national level about
the shape of our economy, we in the region will need to develop a vision of what the North East’s economy
should look like in the next five, 10 or 20 years.

23. Manufacturing in the North East can, and must continue, to play a leading role in this vision. We
already have the tradition, existing infrastructure and world-class companies. However, whether it is new
and renewable energy technologies or low-carbon vehicles, we need the North East regional authorities to
work with national and local government to develop a strategy and action plan to make the most of these
potential opportunities.

24. EEF will be publishing further research in this area in June and we will be happy to share this with
the Committee.

Section 3

Training and skills across industry in the region

25. Manufacturers Skills issues—attracting and retaining higher engineering skills were among the top
concerns just before the recession. In fact EEF’s own regional research resulted in many actions under the
guidance of the Agencies “Talent and Retention “group.

26. Many manufacturers continue to strive to hold onto their skilled workforce and use measures such
as short time working, temporary lay-oVs, higher than average use of downtime for training.

27. Some regional statistics on training and on apprenticeships in engineering and manufacturing are
available if required.

28. We do have, but all too infrequent employers engaging with HE to deliver higher level skills, but
policy needs to be more innovative to expand collaboration beyond large companies. Current examples are
The Engineering Business, Wellstream and Siemens.

29. The raft of changes to the skills infrastructure in the past decade have not adequately supported firm’s
eVorts to upskill and reskill the workforce. The system is incredibly complex for employers to navigate and
find what they want when they need it, which in itself can be a barrier to meeting skills ambitions.
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30. Recent improvements to the flexibility of Train to Gain funding has been welcomed, but it is not
always clear from dialogue with members that changes to the oVer have been adequately communicated.

31. However . . . concerns have also been raised in other regions about the security of Train to Gain
funding (including apprenticeships) beyond this financial year. This would place a further impediment to
meeting skill needs of sector and region seeking to grow a high value manufacturing base.

32. In addition, further significant changes to the planning and funding of skills are taking place. Not
convinced that this is the right time nor that it will deliver the demand led system of funding that government
(and employers) aspire to. Need for clear remits and lines of responsibilities between those regional agencies
involved in skills.

Section 4

The role of renewables in the North East economy

33. The renewable energy industry is becomingly increasingly important to the economy of the North
East.

34. The region has the fastest growing renewables industry in the country. Based on 2007 annual growth
rates, leading the way are wind (7.97%), photovoltaic (7.52%) and wave and tidal (6.61%) sectors.37

OVshore wind and marine renewables have been identified by government as two of the five low carbon
sectors with best the greatest economic potential.38

35. As outlined above, the region has successfully established world-class R&D facilities at Blyth’s New
and Renewable Energy Centre (NAREC) and has a proven ability to attract investment from leading
manufacturers (eg Clipper Windpower).

36. However, whilst there are number of notable success stories, there remains significant untapped
potential. The region has a wealth of transferable skills and capabilities stemming from oVshore engineering
sector with could be applied in the oVshore wind and marine renewables sectors. At the same time, it is clear
that the region faces stiV competition from other areas of the UK and other countries in attracting
investment in the renewables sectors.

37. At national level there are various policy approaches that can be taken to promote the development of
low-carbon technologies. Manufacturing accounts for nearly 40% of economic activity in the UK renewable
energy sector, three times as much as in the economy as a whole. Therefore government must ensure that
the UK has as attractive and competitive a business environment as possible for manufacturing which is
research and capital intensive. So keys areas include innovation and the taxation of capital investments
and R&D.

38. But beyond the broader business environment, the government needs to set out a clear low industrial
strategy identifying how priority sectors will be supported to translate potential into wealth-generating
businesses and sources of employment. This must include creative thinking and use the policy tools available
support to product development, workforce skills and supply chains in priority sectors. Wherever possible
successful programmes, such as Supply Chain Groups Programme and the Low Carbon Vehicle
Procurement Programme, should be replicated and applied in the renewables sector.

Memorandum from the Federation of Small Businesses (NE 13)

Summary

— There needs to be greater focus on achieving high value added impacts at the regional level
focussing on North East sectoral strengths.

— One North East, and the wider public sector, should help to facilitate economic growth and not
compete against the private sector.

— FSB members welcome the pro-active approach taken by One North East in dealing with the
current economic downturn.

— There is a need for greater regional coherence and leadership to help small businesses.

— Funding for small businesses needs to be better communicated to its target audience.

— Manufacturing is an important sector of the regional economy and will remain so with the move
to a low carbon economy.

— Training and skills are critically important to continued economic growth and will help steer the
North East economy to recovery.

— Changes to Train to Gain have helped small businesses, but there are fears that too much focus is
placed on Level 2 qualifications.

37 Innovas (2009), Low Carbon and Environmental Goods and Services: an industry analysis.
38 HM Government (2009), Investing in a Low Carbon Britain.
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— Renewables and the low carbon agenda represent a significant opportunity to the North East
economy.

— There needs to be a focus on provision of skills to hit the renewables challenge.

— Funding for small businesses in the low carbon agenda needs to be better communicated.

1. Introduction to the Federation of Small Businesses

1.1 The Federation of Small Businesses (FSB) is the UK’s leading non-party political lobbying group for
UK small businesses. It exists to promote and protect the interests of all who own or manage their own
business. With over 215,000 members, the FSB is the largest organisation representing small and medium
sized businesses in the UK. The FSB has approximately 4,000 members within the North East region.

2. The role of One North East and the Government OYce in supporting industry and innovation in the current
economic climate

2.1 Given the high dependence on the public sector in the North East the future spending slowdown will
have a big impact on the North East economy. There needs to be a greater focus on achieving value added
impacts at the regional level. This should mean focussing RDA spending on areas where regions can be
world class in the strengths that they have rather than seeking to implement a one size fits all approach.

2.2 Business and job creation will be achieved through a strong private sector and the public sector should
seek to be facilitators for the private sector to lead on economic development and growth. This should mean
leading on big investment decisions in areas like transport, facilitating faster planning decisions and
reducing the barriers to economic growth.

2.3 One North East should be enabled to focus on key sectoral strengths in the North East including low
carbon technologies, healthcare and the process industries. This will mean central government having the
confidence to allow this flexibility to foster regional economic growth.

2.4 The current economic downturn has made a significant impact on the North East economy and
particularly to small and micro businesses. For example recent FSB data shows that approximately 45% of
members have seen trade decrease over the past two months. This has been coupled with the increased cost
of finance alongside the diminishment of supply.

2.5 One North East was established to help further economic development in the North East and improve
business eYciency, investment and competitiveness in the region. There is also a role to promote
unemployment and develop skills relevant to employment in the area.

2.6 Given the nature of the economic crisis it is entirely appropriate for a region the size of the North East
that the response is co-ordinated at the regional level led through One North East. It is crucial that there is
a co-ordinated approach take with the Learning and Skills Council and Business Link North East. There is
some concern from FSB members that the response to the crisis has been fragmented and disparate. This
has meant that the penetration of support to small and micro businesses has been hampered due to the
complexities of applying for funding.

2.7 Since the start of the economic downturn One North East has sought ways to provide help for
businesses from November 2008. Whilst this was guided by central government One NorthEast announced
an extra £10 million of funding to help businesses through improved resource eYciency and increased
funding for Selective Finance for Investment.

2.8 There is some concern from FSB members that the RDA funding streams are the first targeted by
central government when new initiatives are announced. A clear example of this is the housing proposals
announced last year by the Government which were funded from RDA funding streams. This does not help
businesses in the North East with their survival and reduces the impact that One North East can have.

2.9 One North East has taken the lead on submitting an application for JEREMIE funding to help small
and micro enterprise in the North East which is expected to be available from the end of 2009. There has
been some consternation that English regions were not able to apply for ERDF funding to help support
small businesses. In the North East, across a range of European funding areas the North East has missed
out on a potential £120 million of investment. FSB members have reported diYculties in accessing finance
from their banks and would have liked the English regions be able to apply for extra European funding in
line with Scotland, Wales and Northern Ireland.

2.10 Funding for small businesses needs to be better communicated to the target audience. There is a
tendency for Government at all levels to announce a number of funding initiatives without having any
substance to support this. Small businesses do not care about grabbing headlines but require suitable
information where to access funding. FSB members also question if there is anything done by regional
agencies to ask what support small businesses need before announcing new initiatives. Currently there
appears to only be the Business Link adviser visits which have been questioned for their eVectiveness by
many FSB members.
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2.11 Innovation has been identified as one of the key drivers of productivity with approximately 60% of
all innovation happening in small businesses. Moving to more innovative services and products will help the
North East recover from the current economic downturn. The North East has a long history of being at the
forefront of innovation which remains strong today across a number of sectors.

2.12 As with other funding streams small businesses are unsure who should be approached for help. For
example in the North East One North East provides Grants for Research and Development but does not
advertise this widely which limits the penetration into the small business community. Her Majesty Revenue
and Customs also administer the R&D tax credits which can help small businesses. However, without a
regional breakdown on claims it is diYcult to assess whether this has been successful in the North East.

2.13 There appears to be a lot of emphasis on supply side solutions for innovation but little on the demand
side. Indeed more eVective support could be given with an improved diagnostic process to help determine
what small businesses actually need other than funding.

2.14 Whilst Government OYce does not have a formal role in helping businesses in line with One North
East, there has been regular contact with the FSB to outline our members’ problems. Government OYce
have helped to establish regular meetings with the Regional Minister for the North East and helped establish
key sectoral meetings with the Regional Minister. The FSB would like to see these meetings and discussions
continue to help support our members in these diYcult economic times.

2.15 The Association of North East Councils has an important role in responding to this crisis as the lead
representation body for local authorities in the North East. As the Sub National Review recommendations
are implemented through the Local Democracy, Construction etc Bill it is crucial that local authority
support for small and micro businesses is part of the co-ordinated regional eVort.

3. Place of manufacturing industry in the region

3.1 Despite the decline in manufacturing across the UK the manufacturing sector plays a significant role
in the North East economy. Statistically manufacturing accounts for 19% of the North East economy output
which is higher than the national average of 14%.

3.2 Manufacturers have faced considerable pressures over the past year with reduced demand and
increased costs. Many of the increased costs including increased fuel prices, increased material costs and a
fluctuating exchange rate have been absorbed by manufacturers as consumer and business demand has
dropped. These challenges have been supplemented by the increased challenges on labour costs and move
to higher value manufacturing led by China, India, Brazil and Russia.

3.3 The test to the manufacturing sector has most recently manifested itself through the challenges to the
automotive industry. This has had an impact on the North East through Nissan and the impact it has had
on the supply chain including FSB members. The response that One North East and others have taken has
been welcomed by some FSB members for its swiftness. It is crucial that manufacturing industries are
supported due to the important contribution they make to the North East economy.

3.4 The importance of manufacturing to the North East economy is unlikely to diminish over the next
decade as the challenges to move to a low carbon economy represents a significant growth opportunity. The
North East is ideally placed to respond to this challenge with a number of innovative companies and
organisations such as New and Renewable Energy Centre (NaREC). The Budget 2009 has further
highlighted the significant opportunities in the low carbon agenda and it is important that One North East
responds to this.

4. Training and skills across industry in the region

4.1 The importance of a skilled workforce cannot be underestimated and remains one of the primary
concerns for small businesses in the North East. Despite the importance of skills many small businesses find
the area of skills to be confusing and complex. Given the proposals in the SNR this will become even more
so following the transfer of power from the Learning and Skills Council to the Skills Funding Agency and
local authorities.

4.2 In the current economic climate it is vital for government, employers and employees to invest in skills
to help support the recovery of the economy. FSB members have concerns about the basic skills deficiencies
in numeracy and literacy and the impact this has in their business. This is having an impact on the
competitiveness of many small businesses in the North East which must be addressed. The FSB would like
to see a policy focus on the needs of smaller businesses which recognises the importance of informal and
unaccredited methods of training. Further to this the FSB would like to see training that is accessible
through short, local and aVordable courses.
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4.3 The recent changes to the Train to Gain funding have been widely welcomed in providing more
support to small businesses in the region with the North East recognised to be one of the leading regions.
However, there is some concern from some FSB members that Train to Gain focuses on level two
qualifications and is not aimed at the micro businesses in the North East.

5. Role of renewables in North East economy

5.1 Climate change has been described as the greatest challenge to mankind and the role of renewables
in meeting this cannot be understated. The goals and aspirations of the Climate Change Commission and
Department for Energy and Climate Change, including providing 20% of all energy from renewables, will
be met by providing support for renewable technologies.

5.2 In responding to the current economic downturn the move to the low carbon agenda represents one
of the significant growth areas for the North East economy. Indeed, there is a perception that there is no
greater opportunity for the regional economy and if it is not grasped now it never will be.

5.3 The role of renewables in the North East economy is one of the key elements of the current Regional
Economic Strategy. As outlined above the North East is ideally placed to respond to this agenda due to the
expertise that exists in the region. This is one of the sectors that the North East has the chance to become
world-class in through bodies such as NaREC in Northumberland. This was demonstrated by the decision
of Clipper Windpower to invest and locate its European R&D centre within the North East. It is hoped that
this will act as a driver for other global and national companies to locate their research in the North East.

5.4 The move to developing electric cars can be led by the North East as demonstrated by Nissan. A
recent memorandum of understanding between One North East and Nissan should help this development.
Further to this, the European Investment Bank has to some extent recognised that through Nissan the North
East has the potential to lead the way in developing low carbon cars through its recent loan to Nissan.

5.5 There are a number of other areas that the North East can take the lead on in helping the UK achieve
its low carbon goals. For example, the North East has the potential to be at the forefront of the wind power
developments. This could lead to the creation of approximately 30,000 jobs and lead to millions of pounds
of investment for the North East economy.

5.6 It is crucial that for the North East to take full advantage of these opportunities that there is a more
immediate focus placed on this by national government. This should mean that planning applications are
made easier especially for small scale projects developed by small businesses. Nearly 60% of all innovation
takes place in small businesses and more encouragement needs to be given to ensure that these innovations
can come to market and be deployed.

5.7 The future role of local authorities aspired to under the Local Democracy, Economic Development
and Construction Bill will have an impact on this agenda. This will especially be important with local
authorities taking control of the 14–19 skills agenda. To fulfil the opportunities presented by the renewables
agenda the skills needs within the engineering and manufacturing sector will need to be realised. This will
mean engaging young people and highlighting the potential career paths available.

5.8 Small businesses who wish to engage in this agenda find it diYcult to access funding that is available.
There are a wide range of funding possibilities for businesses but little signposting as to what is most
appropriate for businesses. This is compounded by the duplication of some funding streams provided by the
Carbon Trust and the Energy Saving Trust. One North East as the current lead sponsor for many of the
cluster bodies involved in this agenda could provide a more coherent mapping of what funding is available
and appropriate for small businesses.

Memorandum from The Centre for Process Innovation (CPI) (NE 14)

1. Summary

1.1 CPI’s raison d’etre is the delivery of eVective technology innovation for the process industries.

1.2 Innovation is a crucial part of delivering a true knowledge economy. Activities that must be present
and eVective are:

(i) Research and Invention: (Technology readiness levels 1 to 3);

(ii) Innovation and Development: (TLA 4 to 7); and

(iii) Businesses: (TLA 8 and 9).

1.3 In most developed countries, success in the innovation and technology development step (TLA 4 to 7)
is aided by independent jointly funded public and private Institutes. This activity is appears to be under
funded or not present in the UK.
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1.4 Innovation (TRL 4–7) was the activity area that was identified for support by One North East under
its “Strategy for Success” programme and was behind their decision to create CPI.

1.5 CPI collaborates with industry, academia and a range of public sector providers support innovation
in the process industries by providing assets to prove concepts, develop technology and demonstrate it is
operation so as to reduce the risk of scaling new processes.

1.6 The UK’s main technology competitors have capable and well develop technology development
organisations. Examples are the Fraunhofer Institutes in Germany and VTT in Finland. These
organisations receive establishment funding from their regional and national governments. This is
augmented by the winning of public private contracts and by direct private investment by the private
industry sector. Funding is typically split: 33% Establishment (public) funding, 33% public/private projects
and 33% direct private investment.

1.7 Manufacturing, particularly in the process industries of chemicals and materials, has played a
fundamental role on the economy of the North East of England for the last 150 years and should continue
in the future, but it is highly likely that the nature of the manufacturing industries will change towards
businesses based on sustainable natural, bio, reused or waste resources. The coming of the eco-age is an
opportunity for the manufacturing base of the North East and it should embrace the conversion of its
traditional skills by applying them to the new technologies.

1.8 The issue is not so much whether innovation is jeopardised by the current climate or whether it is
jeopardised by the funding structures that are currently adopted in the UK. After 5 years of operation CPI
believes that innovation in the UK is jeopardised more by the funding structure than by the current
economic climate.

1.9 Innovation cannot happen in the low carbon resource eYcient process industries without a public
intervention to address market failures. CPI is an innovation group that acts in TRL 4 to 7. However, the
UK does not directly support institutional activity in this technology readiness range. This is not the case
in competitor countries where public funds are dispersed directly to a small number of internationally
recognised asset based technology development organisations, by adopting this focused approach with
larger Institutes excellence is encouraged and organisations are created of a size that can make a significant
diVerence to the national innovation process.

1.10 The European Benchmark is the highly successful Fraunhofer Institutes in Germany. Typically each
of its component Institutes has a turnover of ƒ25 million and a staV of around 200. There are 57 institutes
on 40 locations addressing a nationally selected range of innovation challenges. It is proposed that the UK
develops this type of approach to innovation. The NE could be the start of this activity in the UK with first
three Institutes based around low carbon industrial bio-technology at CPI and oVshore wind at NaREC.

1.11 The investment support packages on oVer in the North East are not as strong as those oVered by
many competing countries. The inward investment activities are led and supported by ONE. CPI’s Renew
Group supplies the technical and local knowledge to support investment.

2. The Role of One North East and The Government Office in Supporting Industry and Innovation
in the Current Economic Climate

2.1 Understanding what “Innovation” is and how it happens is core to the success of all companies,
regions and nations. CPI’s raison d’etre is the delivery of eVective technology innovation for the process
industries. CPI’s focus is in the UK with a particular focus on the North East of England.

2.2 When One North East (ONE) set-up CPI it was with a strong understanding of the need for the UK
to develop more eVective process to convert ideas into businesses thereby creating an environment in the NE
that could develop the next generation of process industry activities that could replace the aging and mature
process plants that have dominated the industry of Teesside for the last 50 years.

2.3 Innovation is a crucial part of delivering a true knowledge economy. Activities that must be present
and eVective are:

(iv) Research and Invention: The investment required to invent new technologies and ideas (Technology
readiness levels 1 to 3);

(v) Innovation and Development: The action of converting those inventions into usable products and
processes combined with proof that they can work in practical situations. This includes turning the
innovations into commercial products and developing a supply chain (TLA 4 to 7); and

(vi) Businesses: These create value within the economy or micro-economy and bring in additional value
by selling the commercial products to those outside the economy (TLA 8 and 9).
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2.4 Innovation is the art, science or process of turning existing inventions or ideas into practical products
or services that can be used in everyday life. It occurs at Technology Readiness Levels 4 to 7. It is not pure
research or discovery, but a complex mechanism that involves many direct and indirect members of the
supply chain to create the correct environment for a market change to occur. Famous innovators are people
like Akio Morita, the Founder of Sony, who developed an electronic world based on miniaturised low cost
electronics, Isembard Kingdom Brunel, who developed novel approaches to engineering bridges, railways
and ships and Steve Jobs, who transformed the way we do our computing and the way we listen to music
with the Apple computer and the iPod. None of these hugely successful and influential men or their
companies drove the invention of new technology. Their success came from applying existing knowledge in a
new and novel way to meet a market need that not always well defined or known to the users. They delivered
innovations that changed our lives.

2.5 The innovation challenge is a very major one in the early 21st century. The world is facing a major
challenge in providing the food, shelter and energy security to deal with a population of 9 billion without
irreparably damaging the planet we live on.

2.6 In most developed countries the majority of pure research activity is funded by the taxpayers and
unless this expenditure is transformed into products and services that create more value than the cost of the
research the system makes a loss. In the UK the public investment in research is of the order of £4.5 billion
per year39 while the expenditure on innovation activities (TRL 4–7) through organisations like the
Technology Strategy Board, Carbon Trust, Energy Technology Institute and Regional Development
Agencies is of the order of £500 million per year.

2.7 Benchmarking by CPI40 indicates that, in most developed countries, success in the innovation and
technology development step (TLA 4 to 7) is aided by independent jointly funded public and private
Institutes. These are targeted at delivering the innovations required to develop businesses and convert
knowledge and economic support into activity that creates value for the host country. This activity is appears
to be under funded or not present in the UK. As a result many good research ideas may not develop into
profitable and value creating businesses. In some cases UK publicly funded research is lost to the UK as it
is developed by competitor countries.

2.8 Innovation (TRL 4–7) was the activity area that was identified for support by One North East under
its “Strategy for Success” programme and was behind their decision to create CPI.

2.9 CPI’s role is to collaborate with industry, academia and a range of public sector providers to do the
following:

— Create a World Class Innovation Centre supporting the Process Industry

It does this by:

— Bringing together Companies, Universities, Public Sector Funds, Technology Expertise and Physical
Assets to develop new products and processes for the Process Industry.

39 Annual Innovation Report 2008, DIUS, December 2008, HEFCE web-site. Figure for 2008–09 and Impact of RDA
Spending, PWC for BERR, March 2009.

40 CPI Internal Benchmarking Report, June 2009.
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And by:

— Providing assets to prove concepts, develop technology and demonstrate it is operation so as to
reduce the risk of scaling new processes;

— Creating collaborative partnerships between industry, academia, as well as the public and private
sectors to leverage resources and reduce development risks;

— Building multi-disciplinary teams that cross the boundaries between invention and delivery and
combine engineering, process development and systems skills; and

— Creating new businesses and joint ventures where appropriate.

2.10 CPI also carries out selected activities to promote and deliver regional economic development
through a range of publicly funded projects. CPI does not carry out the knowledge creation and pure
research activities. These are delivered by Universities, individuals and companies.

2.11 In the current economic climate there is an increasing need to support the activities of intermediate
technology development organisations such as CPI and NaREC that operate from TRL 4 to 7. UK
academic research continues to generate ideas and there are companies actively seeking the next new idea to
drive their business, but without practical asset based facilities that can develop practical working processes
research will be lost.

2.12 Recent benchmarking work carried out by CPI (Ref 2) has identified that all the UK’s main
technology competitors have capable and well develop technology development organistions. Examples are
the Fraunhofer Institutes in Germany and VTT in Finland. These organisations receive establishment
funding from their regional and national governments. This is augmented by the winning of public private
contracts and by direct private investment by the private industry sector. Funding is typically split: 33%
Establishment (public) funding, 33% public/private projects and 33% direct private investment.

2.13 The UK lacks these highly successful systematic innovation and technology development
organisations. National and regional government has a role in establishing them and supplying the
establishment funding to ensure they thrive. Examples of incipient Institutes based in the North East of
England that have the capability to match the skill levels of their international competitors are CPI and
NaREC. It was extremely insightful of ONE to identify the opportunity and set-up these organisations over
five years ago.

2.14 By supporting innovation and technology development organisations that are targeted at new and
growing market segments public sector fund can be targeted at developing future processes and value can
be locked into the UK industry to generate profits and value for year on year.

2.15 This forward looking activity has to be balanced against direct intervention to support unprofitable
industries in the region. Direct intervention to support a struggling business needs to be a balance between
cost and benefit. Supporting inward investment in new technologies and the development of next generation
businesses is a good thing.

3. The Place of Manufacturing in the Region

3.1 Manufacturing, particularly in the process industries of chemicals and materials, has played a
fundamental role on the economy of the North East of England for the last 150 years. Even today
manufacturing accounts for a larger proportion of the local GDP than in most UK regions. There is no
reason why this should not continue to be the case in the future, but it is highly likely that the nature of the
manufacturing industries will change over the coming 20 years to move away from traditional fossil fuel
based manufacturing to the next generation of process industries. These will see an increase in low carbon,
green and renewable energy businesses. Many of these will be based on sustainable natural, bio, reused or
waste resources. The coming of the eco-age is a huge opportunity for the manufacturing base of the North
East and it should embrace the conversion of its traditional skills by applying them to the new technologies.
This is evidenced by the construction of bio based fuel and energy plants, but these can be augmented in the
future by low carbon and industrial bio-technology as well as printable electronics.

3.2 These areas of technology development and innovation will be highly important, hence the CPI’s
targets to grow its low carbon industrial bio-technology activities and its printable electronics facility
(PETEC). The public/private open access innovation assets provided by CPI and its partners will give the
region the opportunity to grow and develop its skill base to support the development of these crucial
industries. It makes the NE of England an attractive place to innovate and invest in these key future markets.

3.3 As natural resources become less easily available there will be an increase in the re-use, recycling and
reprocessing of existing materials and wastes. The North Eat region can be at the forefront of this growing
market as the established manufacturing base and skills can be converted relatively easily.

4. Training and Skills across Industry in the Region

4.1 Other organisations are better placed to comment on the delivery of training and skills within the
North East region than CPI. However, there is a need to develop a cadre of innovation champions and
specialists that have a set of skills that can bridge the gap between research and main stream use. These
people need strong academic skills combined with knowledge of product and process development and
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commercial understanding in order to allow them to make the transition from idea to application. This set
of skills, which comes with experience, needs to be better understood and skills education to develop this
group is required.

5. The Role of Renewables in the North East Economy

5.1 As the abundant supply of fossil fuels comes to an end both physical availability will tighten and
prices will rise. Against this background the need for renewable energy will rise.

5.2 It should be noted that there is more than one class of renewable energy. There are the physical
energies such as wind, wave and tide and the process based renewable energies such as digestion,
fermentation, gasification and pyrolysis. The third group is those that are based directly on the use of
sunlight such as plant growth, algae growth, photovoltaic and solar thermal technologies. All technologies
will have both a supply and demand side role in the North East. The physical energies build on the tradition
of ship building and heavy engineering innovation and technology development support is provided by
NaREC. The process based renewables use the process industry skills built up by ICI and technology
development support for this segment is supplied by CPI. PV and solar technologies are relatively new to
the region, but are growing and can be supported by both NaREC and CPI.

5.3 The region also uses large amounts of energy and the demand side management is also of interest to
the region. Supply is through plants built in the region using technology from a wide range of sources that
will be locally supplied of imported. Their operation will create value for the region. In addition there is the
opportunity use integrated low carbon resource eYcient systems to integrate industry, residential and
agricultural activities into an integrated whole. This is a major opportunity for the region to save energy,
carbon and costs.

5.4 In addition to the application of renewable technologies there is an opportunity to improve the
eYciency of all resource use by the adoption of systems engineering principles. This requires the analysis of
resource flows, the identification of improvement opportunities and the implementation of technology plans
to deliver improvements in emissions and resource use that could exceed those oVered by the application of
renewable energy alone. The North East of England and the Tees Valley in particular is an attractive area
to develop and test this integrated approach to creating sustainable communities.

6. Supplementary Data Requests

6.1 What proportion of the energy economy in the North East is comprised of renewables?

These data are best gathered directly from One North East.

6.2 Why has the region been failing on its renewable energy target?

This is not the role of CPI and the organisation is not qualified to make a reasoned argument to describe
the failure.

6.3 How much does the renewables sector contribute towards regional GVA?

This datum is best gathered directly from One North East.

6.4 What is the predicted growth in the in the renewables sector?

This datum is best gathered directly from One North East.

6.5 Is innovation in this area jeopardised by the current climate?

1. The issue here is not so much whether innovation is jeopardised by the current climate or whether it
is jeopardised by the funding structures that are currently adopted in the UK. After five years of operation
CPI believes that innovation in the UK is jeopardised more by the funding structure than by the current
economic climate.

2. Innovation cannot happen in the low carbon resource eYcient process industries without a public
intervention to address market failures. CPI is an innovation group that acts in TRL 4 to 7. However, the
UK does not directly support activity in this technology readiness range. The UK innovation support system
disperses funds through small focused calls that are distributed widely across many organisations. This is
not the case in competitor countries where public funds are dispersed directly to a small number of
internationally recognised asset based technology development organisations, by adopting this focused
approach with larger Institutes excellence is encouraged and organisations are created of a size that can make
a significant diVerence to the national innovation process. The clear European Benchmark is the highly
successful Fraunhofer Institutes in Germany. Typically each of its component Institutes has a turnover of
ƒ25m and a staV of around 200. There are 57 institutes on 40 locations addressing a nationally selected range
of innovation challenges. It is proposed that the UK develops this type of approach to innovation. The NE
could be the start of this activity in the UK with first three Institutes based around low carbon industrial
bio-technology at CPI and oVshore wind at NaREC.
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6.6 How is CPI, GONE and One North East supporting the renewables sector?

To date CPI has been well supported by ONE to establish the organisation as the premier centre in the
UK for public/private collaboration in the low carbon process sector. However, to move forward the scope
and size of CPI needs to be extended to take on the role of a national innovation institute for the low carbon
resource eYcient process sector. As stated in 6.5 the aspiration is to develop CPI into two low carbon
resource eYcient process Institutes in the mould of the Fraunhofers. This national contribution will require
stronger long term establishment funding from national sources to deliver the centres in the North East.

6.7 What is being done to promote the North East nationally and internationally as a place of excellence for
the renewables industry?

CPI is well connected to many institutes and companies around Europe and farther a field. Most of the
promotion is done through talks, lectures and visits that lead to collaborative development activities. CPI is
currently involved in joint projects with a number of internationally recognised companies and universities.

Other bodies, lead and co-ordinated by ONE, provide a broad service to promote the region nationally
and internationally.

6.8 What is being done to ensure that innovative projects supported through research and development in the
region are subsequently manufactured in the region?

ONE funds a project at CPI called Renew. The aim of this project is to support investment and inward
investment in low carbon energy and resource eYcient processes in the NE region. However, many potential
investors are looking globally to find the best sites for their investments and the North East has to compete
with incentive packages generated by the regional and local government in other UK regions and other
countries. The investment support packages on oVer in the North East are not as strong as those oVered by
many competing countries. The inward investment activities are led and supported by ONE. CPI’s Renew
Group supplies the technical and local knowledge to support investment.

6.9 There are a number of innovative projects currently in their infancy; what reassurance should be given that
they will receive continued support?

As stated in earlier sections there is a need to oVer a full innovation and development service. This must
include strong University research groups working with technology development organisations and
investment structures. This would allow the invention of IP, the development of competitive processes and
securing investment in the region.

23 June 2009

Supplementary memorandum submitted by One North East (NE 15)

Question 120: Developing the centres, from regional to national

1. The investment and activities which have placed the region in a strong position for innovation and
industrial growth have been led by One North East over the last eight years. The strategic analysis and
direction has been provided by the Agency, drawing on specialist expertise in particular technologies and
markets as appropriate. The Agency has also led the delivery of the key projects and investment, primarily
through the comprehensive range of business development and support functions within the Business and
Industry Directorate, working with the Centres of Excellence, North East Finance, the Science and
Industrial Council, and Universities and Businesses.

2. The Centres of Excellence (“Centres”) were originally created by the Agency as part of the Strategy
for Success to take forward a significant part of the Agency’s Innovation agenda. They form part of the
Agency’s Extended Enterprise and are separate legal entities.

3. Each Centre is subject to a Members’ Agreement which gives the Agency rights to information,
observer status on Boards and importantly the right to “step in” and take ownership of the Centres in limited
circumstances. This allows the Agency suYcient protection over public sector investment. This is
particularly important, given the sustained and significant public sector investment to date and the need to
ensure substantial return on that investment for the region going forward.

4. The Agency’s oversight of the Centres ensures that their activities are fully linked into other key areas
such as inward investment, which gives true policy integration at the regional level, and has been very
positively recognised by Government. The Agency has also significantly assisted the Centres in bridging the
gap between the public and private sectors.
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5. The region’s strengths in industrial areas are likely to become specific national priorities under the
national Industrial Activism policy. The region is, therefore, well placed as a result of the areas being driven
by the Agency as regional strategic priorities. Key elements of the Centres are being selected as national
delivery mechanisms, particularly in the prioritised areas of Industrial Biotechnology, Electric Vehicles,
Printable Electronics and OVshore Wind.

6. The Agency is working with the Centres to ensure that both regional and national objectives can be
adequately met. New partnerships are being established with other regions, national agencies such as the
Technology Strategy Board, and Government Departments. Further support for the development of these
partnerships and these facilities will provide greater strengths for both regional and national industrial
success, and avoid unnecessary duplication.

Question 130: Strategic Leadership

Response Groups

One North East leads the Northern Rock and Nissan Response Groups formed to support the 3,000
aVected workers. This involves us coordinating the work of all partners in the North East to as far as possible
minimise the impact of these major job losses and more recently it is leading the Corus response group to
support the firm as it explores its future options.

Throughout the course of 2008–09, the Agency has instigated a total of 94 large scale redundancy
responses bringing together public and private sector experts to help workers aVected by redundancies
through the Strategic Account Management (SAM) programme, a significant increase on the 33 cases
handled the year before.

The SAM Programme

The SAM Programme, managed by One North East, engages directly with a top tier of 500 UK and
foreign businesses in the region to understand their investment decisions and support their current and
future priorities.

Once firms have relocated into North East England they are proactively managed by the inward
investment team with specific support being provided by existing business support programmes (eg Business
Link). Last year the SAM team had over 500 meetings with companies resulting in 136 business supports
and 28 capital investment projects being identified.

Regional Skills and Employment Response Group

The Agency continues to chair the Skills and Employment Response Group (SERG), established in
November 2008, to co-ordinate a clear and robust response in relation to employment and skills; identify
strengths and weaknesses of current regional arrangements and address gaps in funding. This includes co-
ordination of the Real Help for Business campaign.

“Real Help Now” Campaign—North East

From the outset, One North East identified that a co-ordinated approach to the “Real Help Now”
campaign was needed in order to deliver help to both businesses and individuals across the region. The RDA
alongside the Learning and Skills Council, Business Link, Jobcentre Plus and Government OYce for the
North East have worked together to ensure all marketing and promotional eVorts are co-ordinated using
pooled resources so consistent information is communicated to businesses and individuals across the
North East.

All partners agreed that the campaign should focus on using three simple calls to action that would direct
people and businesses to the quickest route to help. These are now being promoted together across the North
East as:

— Business Link.

— Jobcentre Plus.

— nextstep (LSC).

Co-ordinating Partner resources also ensured that there is no duplication of eVorts or funds being spent
across the government agencies. In addition to the government agencies, membership of the “Real Help
Now” campaign group has been extended to include all the regions 12 Local Authorities as well as the TUC
who have been important in spreading the message of “Real Help Now” to citizens and businesses on the
ground in a cost eVective way. To date, One North East is the only Regional Development Agency to adopt
this approach and develop a comprehensive communication campaign around the co-ordinated response.
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Response to the Recession

One North East has acted quickly to respond to the recession. We have reallocated £46m funding to front
line resources in 2008—10 to help businesses through these challenging times. This includes:

Grant for Business Investment (GBI)

An additional £2.5 million has been made available to help SMEs sustain and grow. We have extended
tier 3 eligibility to all SMEs with potential for high growth and long term investment viability whose plans
are being constrained by current economic conditions. It is anticipated that this will support 10 additional
companies, safeguard 500 jobs and encourage over £110 million worth of additional capital investment in
the region. Since September, 141 companies have benefited from GBI support with grant payments made
of just over £13.3 million. This investment will support the creation/safeguarding of 3398 jobs and leverage
£152.6 million.

Regional Enterprise Loan Fund

This fund has been doubled to £2 million to bolster the provision of up to £50k gap loan finance to North
East SMEs of lacking either security or established track record to secure traditional commercial finance.
Since September 2008 the fund has made 35 oVers totalling £678,000. Demand remains strong.

North East Investment and Co-Investment Funds

These funds have been expanded, with an additional £6.25 million to give vital access to finance for
growing firms. Grant support is expected to encourage around £9.5 million of additional investment funds
in the region. NEIF went live in February 2009 demand is now picking up and two deals worth £250k have
been completed and a further £3.4 million oVered to three businesses. Demand for the COIF remains high—
6 investments have been made totalling £1.75 million.

An additional £1.7 million has also been invested in the Design and Creative and 3 Pillar Investment funds
to support 28 businesses with Proof of Concept work. Since September the DCF has invested a total of £840k
in nine SMEs and 3PF has invested £870k in eight diVerent SMEs. Demand is holding steady for these funds
with a number of pipeline deals in progress.

Transitional Loan Fund

ONE launched a £2 million Transition Fund in December, to put in place short term loan finance SMEs.
Due to demand, this was enhanced to £9.9 million in January. Demand has been very strong. 71 loans have
been approved to 63 companies to a value of £7.9 million, with 2,650 jobs created/safeguarded from the fund.
The fund is now closed to new applications.

Large Company Research and Development

£2.4 million has been approved for an 18 month pilot, which matched by private investment, could
generate £20 million sales over three years. Currently there are nine “first stage” expressions of interest
enquiries with four full stage proposals currently being assessed. This should generate project costs of £17
million, and is expected to lead to a full commitment of the pilot project.

JEREMIE

The agency is developing a £125 million fund from the Joint European Resources for Micro to Medium
Enterprise (JEREMIE) initiative which will allow the vital continuation of existing North East investment
funds and create new funding mechanisms providing essential access to finance for SMEs. NE JEREMIE
is still on target for launch in January 2010, subject to Central Government approvals.

Business Link Health checks

An additional £2.4 million support has been made available through Business Link to deliver health
checks, workshops, mentoring, debt management, new market and product development. A series of high
profile master class events have been held across the region. As a result, a further 350 businesses will be
assisted and 500 jobs safeguarded. Business Link has carried out 2,944 health checks to date.

Company Pathfinder

An additional £500,000 has extended the programme, which provides targeted support for 250 companies
that are experiencing financial diYculties. It aims to support companies by exploring a range of financial
options and investment through specialist diagnostic support. 93 enquiries have been received and 46
businesses have been assisted. These are from a range of sectors and size bands across the region. 623 jobs
have been saved so far.
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Energy Resource EYciency

An additional £1 million support will be made available though our MAS North East oVer, to assist
companies reduce their carbon footprint and energy consumption. Over the last nine months the service has
enabled manufacturing companies in the NE to make savings in excess of £5 million in energy bills by
oVering guidance on energy procurement, and to reduce CO2 emissions being released into the environment
by over 500,000 tonnes.

BUILD—Understanding Finance for Business

£1.6 million Single Programme has been approved for a high growth coaching programme, including
finance readiness activity to provide 100 companies with intensive specialised coaching support. Full rollout
of programme expected August 2009.

Export—Horizons

We have developed a £1 million project with the regional UKTI team in order to further help regional
companies develop their export activities into new markets. This will support 30 companies to generate
additional sales of £10 million. Anticipated full launch—August 2009.

Sub Regional Employability Packages

£9.2 million investment has been accelerated into services in the City Regions and Sub regions to match
jobseekers to vacancies, providing specific training and support to employers to recruit and retain
jobseekers. The aim is to keep 2,000 people in employment in 2009–10.

Developing SME Capacity

A new £1 million project will aid the resilience of the regional businesses by providing them with an
accessible and aVordable resource of highly skilled, experienced workers who can work with them for a fixed
period of time on specific areas of expertise. An additional benefit from the project will be the retention of
skilled people in the region in the wake of redundancies and closures by providing them with employment
opportunities thus ensuring a longer-term benefit to the region’s businesses by ensuring this pool of skilled
people are available locally after the recession ends. The project is due to be launched in the summer.

Capacity Fund

£6 million has been approved to develop the skills supply in response to employer demand in priority
sectors. There are 12 projects currently in delivery involving a range of partner organisations from across
the region, including HE and FE providers, employer representative groups and employers. The 12 projects
collectively are expected to support 1,440 businesses. To date 160 businesses have been supported.

Talent Challenge

£1.45 million has been approved to provide support for the region’s “talent pool” (senior managers,
professional, executive) who are newly redundant, about to be made redundant or have been put on short
time working with a view to keeping g their skills in the North East. This will provide an assessment and
personal development planning service for up to 1,600 people. The first applications are expected after the
assessment sessions in mid-June.

Economic Challenge Investment Fund

£1.3 million has been approved to support HEFCE Economic Challenge Investment Fund projects in the
five universities and Newcastle College. The successful proposals will provide a range of targeted support
to both individuals and businesses and this includes—Graduate internships; SME placements; Fellowships;
Bursaries; Enterprise support; Enhanced careers guidance. Activity will start in June 09 and projects will
run for a total of 18 months.

Question 133: Graduate retention

These figures are drawn from the Higher Education Statistics Agency’s (HESA) Destinations of Leavers
Survey which each institution carries out. There is a good response rate for this survey but it should be
noted that:

— the survey is undertaken only six months after graduation; and

— whilst there is a good response rate for UK nationals this is not the case for international students.

The most recent figures are for 2006–07 and demonstrate the success of the North East in retaining
graduates in the region. Figures for 2007–08 are due out in June/July.
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The figures refer only to North East Institutions (so do not cover graduates who left the North East to
study elsewhere) and have been split into two tables:

— North East domiciled graduates—graduates originally from the region who studied at NE
Institutions.

— All Domiciled graduates—all students who studied at North East Institutions.

HESA DESTINATIONS OF LEAVERS FROM
NE HEI RECORD 2006–07

Region of Employment %

North East 58
North West 5
Yorkshire & Humberside 8
East Midlands 2
West Midlands 1.5
East 2
London 9
South East 3
South West 1.5
England regions unknown 1.5
Wales 0.5
Scotland 2
Northern Ireland 1
Channel Islands and Isle of Man 0.5
Other EU 2
Non EU 2
Other Not known 0.5

HESA DESTINATIONS OF NE DOMICILED LEAVERS
FROM NE HEI Record 2006–07

Region of Employment %

North East 88
North West 1
Yorkshire & Humberside 2.5
East Midlands 0.5
East 0.5
London 2
South East 1
South West 0.5
England regions unknown 2
Scotland 0.5
Non EU 1
Other Not known 0.5

— Higher Education Statistics Agency (HESA) data shows that the region has very good retention
rates of home grown graduates who have chosen to study in the region, standing at 88% in 2006–07.
For all students who studied in North East institutions the retention rate was 54% in 2006–07.

— The Agency has commissioned a specific piece of work to interrogate HESA data further to find
out more about what subjects these graduates have studied and the implication that, on a number
of courses, students are overwhelmingly from outside the region/abroad.

— One North East supports a range of initiatives designed to, encourage business to recruit graduates,
provide graduates with practical work experience to improve employability and facilitate better
connections between universities and business. These include:

Codeworks’ Digital Placement and Knowledge Transfer

Codeworks promotes the digital sector as an attractive career option, liaising between Universities
and SMEs to ensure that the skills and knowledge required by SMEs is addressed within curricula
and teaching. Graduates and undergraduates on sandwich year placements are placed in digital
and games SMEs throughout the North East. The SME pays the student’s salary and Codeworks,
funded through Single Programme and ERDF, provides a set subsidy.
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Entrust—Graduates for Business

Graduates for Business supports the creation of new graduate level jobs in the region, encouraging
SMEs to take advantage of knowledge transfer which will impact on business performance. The
project better links SMES and Micro businesses with the knowledge and expertise emerging from
the region’s Universities, providing them with:

— Access to technical or project related knowledge that can contribute to business
sustainability and improvements in product or business process through time limited
projects.

— Access to best practice approaches and leading edge techniques which can support
improvements in eYciency or productivity.

— Access to a pool of technical knowledge/expertise in key areas including resource
eYciency, marketing and new product development.

Shell Step

Established in 1986, Shell Step is designed to embed specialist knowledge and competencies via a number
of business support interventions in SMEs. It provides an 8 week business support project for SMEs,
delivered during July and August with the support of a mentor who is on hand to assist the company. At the
end of the intervention the SME receives a detailed report and a presentation of the results of their project.

Post Graduate Bursaries

Engaging with each of the regions five universities to attract high calibre post graduate students into
research and technology based courses linked to the three pillars and Innovation connectors.

Knowledge Transfer Partnerships (KTPs)

KTPs enable UK businesses to benefit from the wide range of expertise available in the UK’s knowledge
base—further education and higher education institutions and private and public sector research
organisations and institutions. At the heart of each KTP, is a relationship between a company and staV in
a knowledge base organisation who apply their expertise to a project that is central to the development of
their company partner.

Talent Retention

In response to the current economic climate, the Higher Education Funding Council for England
(HEFCE) has made available £25 million to finance the Economic Challenge Investment Fund. One North
East has put in place match funding to support this work as part of the Talent Challenge workstream. The
primary purpose of the funding is to enable the HE sector to support individuals and businesses. Projects
include:

— Graduate internships;

— SME placements;

— Fellowships;

— Bursaries;

— Enterprise support; and

— Enhanced careers guidance.

— The Agency is also currently exploring ways to stimulate and support self-employment amongst
graduates as a strategy to improve graduate retention and business stock in the region.

Supplementary memorandum submitted by the Rt Hon Nick Brown MP,
Minister for the North East (NE 16)

I gave evidence to the North East Regional Select Committee on 16 July in my capacity as Minister for
the North East. During the inquiry I was asked about the recent creation of the Business, Innovation and
Skills Department (BIS). As part of my response I alerted the Committee to my forthcoming meeting
arranged with the Vice Chancellors of the five Universities located in the North East. I said I would raise
this question with the Vice Chancellors and report back to the Committee with their feedback.

During the discussion with the Vice Chancellors it was noted that BIS is perceived as a large, influential
department with strong leadership which has a clear focus on Universities and skills. The Vice Chancellors
are interested in the development of working relations between the Higher Education Sector and the
department. A key element of this must be to ensure close relations between the Department for Children,
Schools and Families (DCSF) and BIS as the role and performance of schools is intrinsically linked to the
higher Education Sector.
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Issues of concern primarily focused on the diYculties with student recruitment and the feeling that the
Government’s drive for an increase in University places has not been adequately funded. There were also
concerns over restrictive conditions faced by Universities when trying to utilise European Development
Funds and the adverse aVects of media speculation over cuts to public sector expenditure. These areas were
seen as the key challenges which the department must help the sector to address. I have enclosed the minutes
of the meeting for your information.40

Memorandum from Professor CliV Hardcastle, Deputy Vice Chancellor (Research & Enterprise),
Teeside University (NE 17)

The market share of QR income to the North East Universities is 4.4% of the national allocation. This
compares to 40.6% for the golden triangle and also does not compare well with Greater Manchester
(University of Manchester, Manchester Metropolitan University, University of Salford) which attracts
6.1%. Indeed, even the University of Manchester attracts a higher volume of QR funding than all of the
North East Universities put together.

40 Information provided, not printed.

Printed in the United Kingdom by The Stationery OYce Limited
12/2009 434566 19585


	NE1 Final Report [HC 169] 
	169


<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /sRGB
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
    /ENG ()
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice




