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About the TUC

The TUC is the voice of Britain at work. With 58 affiliated unions representing 6.2
million working people from all walks of life, we campaign for a fair deal at work

and for social justice at home and abroad.

The TUC:

e brings Britain’s unions together to draw up common policies

e |obbies the Government to implement policies that will benefit people at
work

e campaigns on economic and social issues

e represents working people on public bodies

e represents British workers in international bodies, in the European Union
and at the UN employment body - the International Labour Organisation

e carries out research on employment -related issues

e runs an extensive training and education programme for union
representatives in the workplace

e helps boost skills in the workplace through the Unionlearn programme

e works with union reps and employers to improve the health and wellbeing

at work

The TUC has offices in eight locations in England, Wales and Scotland who service
Regional Councils and the Wales TUC. The Northern TUC covers the whole of the
North East and Cumbria. The North East currently has the highest trade union
density of any English region at 32.8%. An independent evaluation of the
Northern TUC's work praised the groundbreaking work in the region of unions
creating healthier workplaces in partnership with employers. This has been

recognised nationally and commended by employers and public health leaders.
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The value of trade union reps

Among the 6.5 million trade union members there are 200,000 union workplace
representatives who perform a range of representative duties including providing
advice, representing members in disciplinary and grievance hearings and

negotiating with managers. They help improve health and safety in the workplace,

improve access to skills and learning and working to make workplaces more
representative of the communities in which they are part of as well as more

environmentally friendly.

Many union workplace reps in the public and private sector get paid time off for a
tightly defined set of duties with the agreement of the employers. There is no

obligation for employers to do this, however many recognise the considerable

benefits union workplace reps bring to organisations. Government figures (BERR,

! 2007) show that trade union reps:

e Reduce employment tribunal cases resulting in a saving of between £22M-

£43M per year for employers and the Exchequer

e Reduce dismissal costs for employers. Job retention is higher in unionised
workplaces and this saves between £107M-£213M in recruitment costs
each year.

e Improve health and safety and reduce the number of days off work as a
consequence. This is worth between £136M-£371M to employers.

e Union workplace reps contribute approximately 100,000 unpaid hours of

time each week

For every £1 invested in trade union facility time in the public sector, between £2-
£5 is returned in accrued benefits for the organisation and taxpayer. The attack on
trade union facility time by Conservative MPs will increase costs for employers and
undermine positive industrial relations. They ignore the CBI's support for trade
union facility time takes no regard of the benefits they bring. The Northern TUC
can provide MPs with a detailed briefing note on this topic and welcome the

support from Labour MPs in the Northern region to date.
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The North East economy in context

It is important to examine from the outset the strength of the North East economy
under the previous Labour Government. On 17 August 2011 Communities
Minister Eric Pickles told Radio 4 that the North East’s economy contracted during
the economic boom. This statement is not supported by evidence which instead
shows a positive picture for the North East economy from the mid-1990s to the
start of the global downturn in 2008. The North East took advantage of this period
and reversed a spiral of decline and grew in absolute terms against performance in

the preceding decade.

e Based on Gross Value Added (GVA) per head indexes, the rate of growth in
the North East went from being lowest of the regions during the 1990s, to
the second highest during the last decade. Only two English regions grew
faster than the UK average between 1999 and 2009 — London and the
North East.

e Due to the increase in the rate of growth, following a cumulative decline in
the GVA per head index against the national average during the 1990s, the
2000s saw the economy of the North East stabilised and broadly matched
with that of the rest of the UK.

e During the boom years there was significant employment growth in the
North East. From the mid 90s to 2008 there was an increase of over 11.2%
in the number of North East residents in work — against a national average
of 9.2%.

e Between 2002 and 2008 the North East experienced a higher than average
increase in the number of workforce jobs at 7.2% against an English

average of 5.3%.
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e The North East has the highest share of employment in the public sector as
all regions, but between 2003 and 2008 the growth in the North East's
private sector employment was 9.2% stronger than the public sector at
4.1%.

e From 1995 to 2007 the North East saw a year on year increase in the VAT
registered business stock numbers. Between the end of 1999 and 2007 the
number of North East businesses rose by 18.7%, only slightly behind a

19.6% increase in London.

e There was also an increase in self employment levels in the region by
17.7% between 2004 and 2008.

e The North East has had considerable success in addressing the number of
workers without formal qualifications. The number of degree qualified
people living in the North East increased by nearly 50% during the 2000s.
This has seen the North East level of degree qualified residents go from
75% of the UK average in 1999, to over 82% by 2008.

Eric Pickles” assertion that the North East region failed to transform its fortunes
under the Labour Government is not supported by evidence. While the North East
was, like all regions, hit hard by the global crash and recession between 2008 and
2009, subsequent policy decisions of the Coalition Government have led to
widening inequalities between regions and disproportionate damage to the North

East's economy and people.
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A regional recovery in reverse

North East employment data shows that since the economic crash jobs were
safeguarded and created under the last Labour Government. Since unemployment
is a lagging indicator it is reasonable to attribute the positive figures reflected in

August-October 2010 to the active steps taken by the previous Government.

Employment levels in the North East

Aug-Oct 2009 1,118,000
Aug-Oct 2010 1,142,000
Nov-Jan 2011 1,132,000
Feb-Apr 2011 1,132,000
Aug-Oct 2011 1,119,000

(Office of National Statistics)

The 24,000 increase in North East jobs that took place during 2009-10 could have
been the foundation stone to recovery in the region. However has been almost
entirely eroded with the subsequent loss of 23,000 jobs in the North East under
the Coalition government. Wage freezes, VAT increases, a collapse in consumer
confidence and job insecurity and redundancies have all contributed to this reverse.
George Osborne’s assertion that job creation in the private sector would “far
outweigh” losses from cuts has failed. Rather than fall unemployment across the
UK increased in 2010. However the North East has been hit the hardest by the
Government'’s policy decisions and as a consequence unemployment in the region
is now the highest in the UK at 11.7%.

North East labour market headline figures:

e In the last 12 months unemployment in the North East increased by 19%
e There are now 6,000 fewer working in construction in the North East than

12 months year ago
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e Inthe last 12 months employment of 16-17 year old young people in the
North East fell by 28%

e In the last quarter unemployment in the North East rose by 12,000 to
148,000

e With 23 jobseekers per vacancy it is now officially harder to find a job in
Hartlepool than anywhere else in England

e The region’s unemployment rate 11.7% it is the highest in Great Britain

Most headline employment figures fail to reflect the growing number of people in
the UK who are employed in part-time jobs but seek full-time work. Although
there are no up-to-date regional figures on underemployment, the UK now has the
joint highest rate of underemployment in the EU according to analysis from
Eurostat in November 2011 and the highest figure since records began in 1992. It
shows that 5.4% of our economically active population are in part-time work but
are seeking full-time employment. Assuming no regional variations this is likely be
in excess of 60,000 workers in the North East. This segment of the workforce is
likely to have some of the most squeezed living standards and risk being

overlooked by Government ministers and policy-makers.

Declining living standards and disposable income will have consequences for the
North East's retailers. An opinion poll by ComRes in December 2011 showed that
73% of people in the North East believe their household or family budget in 2012
will be tighter than it was in 2011. Meanwhile Ipsos-Mori show that economic
optimism has declined further in the North. At the end of the first quarter of 2011
19% though the economy would improve in the coming year. The last quarter
showed this had fallen to 11%.

This reduction in confidence and spending power will have a further detrimental
impact on consumer spending and will worsen market conditions and shrink
markets for retailers. Should the Government'’s plan to localise public sector pay
proceed and withdraw up to £500 million in annual North East wages as a
consequence then the region’s economy will become weaker as demand is

reduced and resulting in an even wider North-South divide.
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The North East jobs deficit

Figures from November 2011 illustrate the real shortage of work across the North
East. The regional average of 7.5 jobseekers per vacancy is the highest in the UK
and demonstrates the severe challenges facing those out of work. Until the
Government’s Work Programme addresses the chronic of shortage of jobs and the
ministers commit to using all levers at their disposal, tens of thousands of
unemployed workers will remain out of work for the near future with fewer
opportunities of employment.

Local authority Claimant Count | Vacancies | Ratio
Hartlepool 4,267 180 23.7
Redcar and Cleveland 5,451 412 13.2
South Tyneside 6,696 511 13.1
Middlesbrough 6,930 597 11.6
North Tyneside 6,167 601 10.3
Stockton-on-Tees 6,588 741 8.9
County Durham 14,645 1,883 7.8
Northumberland 7,922 1,104 7.2
Gateshead 6,290 923 6.8
Sunderland 10,150 1,978 5.1
Darlington 3,413 726 4.7
Newcastle upon Tyne 9,307 1,986 4.7
North East 87,826 11,642 7.5

(November 2011)
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Female unemployment

Over the last 12 month period (Aug-Oct 2010 and Aug-Oct 2011) we have seen a
decline of 19,000 fewer women in work across the North East. This compares to a
reduction of 5,000 of men in work in the region over the same time period. The
trend is likely to get continue deteriorating for women in particular. In last quarter
alone unemployment among North East women increased at twice the rate of men
(9,000 to 4,000).

With women occupying 2 in 3 jobs in the public sector they are exposed to the
severity of the Coalition Government'’s cuts to the public sector. Yvette Cooper
MP’s analysis of the impact of the Coalition Government’s changes to tax and
benefits alone shows 72% of these will hit women. TUC analysis show a projected
16.5% drop in the living standards of public sector workers over the course of this
parliament. The proposal to localise pay in the public sector would mean pay cuts
of many women and men working in the North East as well as withdraw
significant sums from the poorest regions in the UK and distributing to London and
the South East.
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Employment and opportunities for young people

In contrast to relatively prosperous local authority areas in the South East, the
average North East local authority area has seen a 20% rise in youth

unemployment over the last 12 months.

Percentage change in youth unemployment between Sept 2010-Sept 2011
% change in
Local authority Region claimant count
Darlington North East 31%
Gateshead North East 26%
Hartlepool North East 25%
Sunderland North East 24%
County Durham North East 20%
b Redcar & Cleveland | North East 19%

. South Tyneside North East 19%
Stockton on Tees North East 18%
Northumberland North East 18%
Newcastle upon

North East 17%
Tyne
Middlesbrough North East 13%
North Tyneside North East 11%
Kensington &

London -2%
Chelsea
Richmond-upon-

London -8%
Thames
Kingston-upon-

London -12%

Thames
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The Future Jobs Fund created by the previous Labour government had created
3,100 jobs in the North East and was on track to eventually supporting 14,000
unemployed young people in the region. This would have prevented some of the
most vulnerable in the labour market from experiencing prolonged unemployment

at such a young age in their working lives. We are concerned that the abolition of

the Future Jobs Fund was done with no regard to its impact, success and strong
partnerships built at a local and sub-regional level. The direct consequence of this

decision has been severe for many young people in the North East.

While we support all efforts to tackle the youth unemployment and increase
apprenticeships we are concerned that the Coalition Government policies in this
area are frequently poorly thought through. The Youth Contract pronouncement

has not been supported in a meaningful way. Similarly the Government’'s much

heralded apprenticeship figures show little regard for the quality of the
apprenticeship and has not benefited the youngest workers as much as the
) Government declares. According to analysis from FE Week magazine the following

increases in apprenticeships have taken place:

e 18-year-olds +22%

e 19-24 year olds +22%
e 25and 34+ 179%

e 35and 44 + 283%

e 45-59 +396%

e 60yrs and over +878%

The Government'’s work experience programme for unemployed young people
bypasses the minimum wage and risks being used as free labour for highly
profitable companies and inhibiting genuine job creation. There appears to be few
safeguards to ensure a reasonable quality of work experience and in some
circumstances risks exploiting young people who stand to lose jobseeker benefits

should they not finish the placement.

11
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Long-term unemployment in the North East

The rising numbers of long-term unemployed people is a major concern of the
Northern TUC. Unemployment benefit claimants in the North East who have been
out of work for at least a year has increased by 2,270 since 2010. The number of
long-term claimants in December 2011 has more than doubled from 6,925 in
2007 to 14,150 today and has increased by nearly 2,500 from December 2010,
when 11,880 people had been out of work for at least a year. Long-term
unemployment can permanently scar people’s career prospects and negatively

affecting their health and wellbeing and the welfare of their families.

Child Poverty in the North East

Alison Garnham, Chief Executive of the Child Poverty Action Group has
highlighted how the job shortage in the region is impacting on rising child poverty

saying: “The Government must act urgently to prevent a rise in child poverty in the

North East of England. Too many parents are losing work and are having to claim
unemployment benefits.” 10 of the North East’s 12 local authorities have child

poverty levels above the UK average child poverty rate of 21%.

Child poverty by Local % of children living in
Authority poverty
Middlesbrough 34%
Newcastle Upon Tyne 31%
Hartlepool 30%
South Tyneside 28%
Redcar & Cleveland 26%
Sunderland 26%
Gateshead 25%
Stockton-on-Tees 23%
County Durham 22%
Darlington 22%
North Tyneside 21%
Northumberland 18%

Bold = above UK child poverty average

>
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With significant cuts to services for families, children and young people it means a
reverse in the support for children growing up in poverty and with those in the

North East among the most vulnerable. We believe there is a better way.

The North East housing market divide

Whereas 1 in 7 mortgage holders are in negative equity across the UK, this rises to
1in 4 in the North East according to the Council of Mortgage Lenders. Almost all
have been in houses bought since 2005 with buyers from 2007 the worst affected
with 1in 3 now in negative equity. The regional variation is another symptom of
the economic contraction in northern regions whereas house prices have increase

in Southern regions over the last year. Negative equity inhibits people from moving

home and as a consequence has implications for labour markets as it becomes
p harder for homeowners to potential access new jobs and match their skills with

opportunities.

Ratings agency Standard and Poor have projected this North-South housing divide
will worsen with further public sector job losses. Already they calculate
homeowners in the North are 35% more likely to be more than 30 days behind
with mortgage payments that Southern counterparts. According to Shelter the
North East is also the UK hotspot region for house repossessions with Stockton on
Tees, South Tyneside, Gateshead, Sunderland, County Durham, Middlesbrough,

Hartlepool and Darlington the worst affected in the region.

13
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Figure 6: Rates of claims leading to possession orders, 2010/11, North East Region map

KEY:

Rate of mortgage claims leading to
possession orders per 1,000
private households

@ Higherrate

Mid rate

@ Lowerrate

Sunderfand

Sources: CPO rates: Ministry of Justice statistics, May 2011;
Private households, HSSA table 100, CLG website. Contalns
Ordnance Survey data © Crown copyright and database right
2011.

Meanwhile in the rented sector the North East stands to see up to 12,000 evictions
as a direct consequence of the Government’s proposed housing benefit cap
according to Cambridge University’s Department of Land Economy. Recipients of
housing benefit, of whom only 10% are unemployed, stand to face a severe
housing crisis. This will therefore harm significant numbers of working households
and pensioners in the region. Coalition Government policy completely fails to
address the lack of affordable rented accommodation. According to data compiled
by Shelter there are currently 82,524 people in the North East on the waiting list
for 18,817 lettings with it expected waiting time of 4.4 years. In Chester-le-Street
and South Tyneside it approximately double the waiting time. The Northern TUC
wants to see more social housing (including council housing) that will affordably

meet people’s needs.

14
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North-South divide in council funding

The Association of North East Councils has highlighted the huge variation in
council grant funding per person across the UK with people in our region being
worst-affected between now and 2012-13. Along with a reduction in councils’
revenue support grant, their ‘heat-map’ analysis takes into account additional
funding provided by the Government for council tax freezes and the New Homes
Bonus scheme, which rewards councils for promoting new housing. Paul Wood,
Treasurer of Newcastle City Council confirms: “The way the funding is being
allocated, the most deprived and poorest areas are seeing the biggest cash
reduction and the heat map itself illustrates that point. Areas in the South are
getting an increase in their budgets, whereas areas in the North-East are still

having to cut because of the way the funding is allocated.”

ANEC highlight how changes to the basic revenue support grant reduces
compensation to those councils with the most homes in the lowest council tax
band. This will lead to many more job redundancies and poorer services in the

areas that rely on public services the most.

/\_ Change in council grant
\ ' funding (£ per person)
‘ [Jotosts
[Joto-15
[[]-10t0 -20
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The reduction in council grants to local authorities in some of the poorest areas will
also inhibit council’s attempts to support enterprise and local growth. The
localisation of business rates risks exacerbating existing problems. The damage
done to the North East economy now through crude cuts and policy changes could

harm the region'’s recovery for many years to come.

Early analysis by Durham County Council shows that local authorities in the most
prosperous areas in the South East stand to be substantial winners from the
business rate localisation. This include Westminster (+£950M per year), the City of
London (+£517M per year) and Surrey (£289M per year). This is in contrast to
Durham (-£86M), Sunderland (-£49M) and South Tyneside (-£46M) who would be
net losers. We believe localisation of business rates will make it harder not easier
for local authorities in the North East to support the development of greater

business activity and improve the quality of life in the region.
Risking regional economic development

Without a change in policy there will be considerable numbers of additional job
losses in 2012 and 2013. Durham University’s analysis suggested that 51,000 jobs
would be lost in the North East as a consequence of the Government'’s
Comprehensive Spending Review with 2 in 5 of those job losses in the private
sector. Although the Regional Growth Fund is welcome, it represents just a third of
the investment of former Regional Development Agencies and alone is inadequate

to helping the region meet the severity of its economic challenges.

The abolition of Regional Development Agencies has undermined the North East'’s
economy. PricewaterhouseCoopers’ evaluation showed that RDAs have had a
significant positive impact on their regional economies over the five years 2002-03
to 2006-07 (the period covered in their report). For every £1 spent by the RDAs, an
average of at least £4.50 of economic output (Gross Value Added) is put back into
the regional economies. When future benefits are included, this increases to at
least £6.40. The abolition of RDAs has removed a strategic direction and collective
economic leadership for the North East’s economy. The scrapping of One North

East and the Government Office of the North East is already proving to be a false

16
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economy. Furthermore recent reports suggested that up to £125M of European
Regional Development Funding for the region is at risk due to no appropriate

infrastructure following the abolition of the RDA.

The Northern TUC believes the Government was reckless to abolish RDAs. Support
for our position has come from a variety of sources including Lord Heseltine, Chair
of Independent Advisory Panel and Former Minister and CBI head Lord Digby
Jones. In Sept 2011 Alan Clarke, outgoing Chief Executive of One North East
warned that the loss of the RDA with its economic tools, incentives and
experienced personnel means that the North East economy is now more vulnerable
to Scottish competition than ever before. He said that Scotland now had a ‘relative
advantage’ over Northern English regions as a result of not having funds frozen or

having to go through a structural overhaul.

Most recently the potential loss of large numbers of jobs at significant employers
such as Rio Tinto Alcan in Northumberland and what was Cumbrian Seafoods in
County Durham exposes the lack of tools currently at the region’s disposal to
mitigate the devastating impact redundancies will have on local economies and the

individuals concerned.

The threat to the region of local pay bargaining in the

17



