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Introduction 
 
 
 
 
PROJECT RATIONALE 

Bridging NewcastleGateshead appointed Experian Business Strategies in July 2004 to undertake 
economic and employment forecasts for the regional centre and an assessment of the 
implications of these forecasts on the population and demand for housing. Bridging 
NewcastleGateshead will use the forecasts as evidence in response to the Audit Commission’s 
scrutiny report on the proposals set forward by Bridging NewcastleGateshead in their first 
prospectus. The report will also assist in the development of economic strategies in Newcastle, 
Gateshead and the TyneWear Partnership. 
 
It should be noted that Bridging NewcastleGateshead was formally known as 
NewcastleGateshead Housing Market Renewal Pathfinder and that references in this report to 
the ‘Pathfinder’ are one and the same. 
 
Objectives 

The overall objectives of this work are to provide a sound evidence base in response to the 
Audit Commission’s scrutiny report; further the understanding of the regional centre as a key 
driver of growth; develop a proactive Pathfinder input into the regional Spatial and Economic 
Strategies; and support the continued development of the region’s economic strategies. This 
research project therefore aims to: 
 
 identify a range of employment scenarios for the next decade for Newcastle & Gateshead 

that will build on inputs from key local, sub-regional and regional strategies, and consider 
the possible implications of the Lyons report; 

 
 assess the capacity and ability of the current labour force to source these forecast 

employment needs, and identity potential labour force deficits; 
 
 assess how new employment opportunities will impact on commuter flows; and 

 
 make an assessment of the implications of the above forecasts for changes in the 

population and the demand for housing in Newcastle & Gateshead. 
 
This analysis will feed into devising an ongoing programme of research, analysis and 
measurement to enable a proactive readjustment of housing market and regeneration objectives, 
following changes in local, national and global economic conditions. 
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Executive summary 
 
 
 
 
In July 2004, NewcastleGateshead Pathfinder appointed Experian Business Strategies to 
undertake economic and employment forecasts for the regional centre and an assessment of the 
implications of these forecasts on the population and demand for housing. The focus of this 
summary is primarily on these economic forecasts and their implications on housing. Aside 
from the economic conditions, many factors influence housing need and where possible we have 
taken data from surveys and other sources to illustrate the difference between need, aspirations 
and the changing housing requirements that our economic model suggests will be required. 
 
Throughout this report, references to Newcastle & Gateshead relate to the two authority 
districts of Newcastle and Gateshead, rather than the Pathfinder area specifically, unless 
otherwise stated. 
 
UNDERSTANDING THE CONTEXT 

• Newcastle & Gateshead experienced sluggish output and employment growth over the 
past decade, with growth significantly below UK rates. However, adjusting for any bias 
in the industry mix1 within Newcastle & Gateshead shows that employment growth 
outperformed national growth by 4 per cent over the decade. 

 
Summary Table 1 

GVA Employees

1991 2002
Avg annual % 
change 91-02 1991 2002

Avg annual % 
change 91-02

UK   649,734     865,561 2.6%     23,498    25,848 0.9%
North East 24,122 27,475 1.2% 965 963 0.0%
Newcastle & Gatehead       5,884         6,828 1.4% 241 252 0.4%
Newcastle 3,788              4,319 1.2% 164 166 0.1%
Gateshead 2,096              2,509 1.6% 77 86 1.0%

Comparative GVA and Employment Growth, 1991-2002

Source: Experian Business Strategies based on ONS data  
 

• But although the number of employees increased, population declined, continuing a 30-
year trend for Newcastle & Gateshead. Initially this was associated with the effect of de-
industrialisation and was subsequently also related to a lack of new private sector 
housing, which meant that people moved to outer suburbs and other more popular 
housing locations, particularly North Tyneside, Derwentside and Tynedale.  
 

• The decline in population has been exacerbated by both falling birth and mortality rates, 
which have contributed towards negative net natural change. 

 
• The population decline has exacerbated imbalances in the prosperity and popularity of 

neighbourhoods within Newcastle & Gateshead. Some areas have seen large-scale 
abandonment, while others have experienced soaring property prices. 

 
• Despite recent new build, Newcastle & Gateshead still has a distinct housing market 

structure and socio-economic mix. One-third of the occupied dwelling stock is in the 

                                                      
1 Analysis suggests that the economy of Newcastle and Gateshead performed better than would be expected in terms 
of employment growth given the proportions of different industries in the area and how these performed nationally 
over the same period. 
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social rented sector, increasing to an average of 47 per cent in the Pathfinder Area – much 
higher than the England figure of less than 20 per cent. 

 
• The tenure mix is reflected in the socio-economic make-up of Newcastle & Gateshead, as 

measured by Experian’s Mosaic classification system. The Municipal Dependency group, 
which comprises families on lower incomes who often live in large council estates where 
there is limited owner occupation, are three times over-represented in Newcastle & 
Gateshead compared with the UK average. The Municipal Dependency group is even 
more dominant in the Pathfinder area. That said, the impact of the Quayside development 
has not yet filtered through to the figures for the Urban Intelligence group, which captures 
young, single and mostly well-educated people, predominantly living in owner-occupied 
properties. 

 
Summary Chart 1 

Pathfinder Mosaic profile vs Newcastle and Gateshead and UK 
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ECONOMIC SCENARIOS 

• Against the backdrop of falling population and areas of low demand for housing, the 
Pathfinder, in partnership with the two local authorities and ONE NorthEast, wished to 
address this gap. They also wanted to assess the opportunities for economic development 
in the regional centre to contribute to regional economic growth and the emerging 
‘Northern Way’. 

 
• Experian has developed a range of employment forecast scenarios for the next 10 years 

that are underpinned by differing assumptions of anticipated economic performance. The 
baseline and Silver/Bronze scenarios are consistent with the regional-level scenarios 
developed to inform the emerging Regional Spatial Strategy (RSS). These are 
documented in the CEBR report ‘Scenarios for a prosperous North East’.2 The Slowdown 
scenario has been developed by Experian to respond to the Audit Commission’s request 
for a view of the future where Newcastle & Gateshead suffers a period of serious 
economic underperformance. 

 
• At the time of writing, the draft RSS reflects a scenario half-way between the ‘baseline’ 

and ‘Silver/Bronze’ and reflects the CEBR assessment that economic performance is 
likely to be stronger than the baseline. The Experian scenarios also consider the impacts 
of new jobs on commuting which are not considered in the RSS scenarios. 

                                                      
2 The Silver/Bronze scenario is referred to as the RSS recommended scenario in the CEBR document. 
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Summary Table 2 

Summary of Scenarios - 2016
Baseline Silver/Bronze Slowdown

GVA - average annual growth 02-16 (%) 2.1 3.2 1.3
Population - thousands 451 454 447
Employment - workplace based 254 277 228
Productivity - per head, thousands £36,000 £38,000 £36,000

UK GVA - average annual growth 02-16 (%) 2.6 n/a n/a
NE GVA - average annual growth 02-16 (%) 1.8 2.8 n/a
Source: Experian 2004  

 
• The baseline scenario indicates that Newcastle & Gateshead will take an increasingly 

important role in driving regional GVA growth forward. As such this is an extension of 
recent trends that are reinforced by sub-regional strategies, such as the Tyne and Wear 
Economic Strategy, that will continue to develop the already budding creative and 
cultural sectors and capitalise on recent successes. Such successes include the Baltic 
Business Centre, Newburn and Newcastle Great Park. 

 
• The Silver/Bronze scenario goes a step further than the baseline scenario, with Newcastle 

& Gateshead establishing itself as one of the most successful cities in the UK. The 
scenario assumes a neutral impact from any employment gains that may occur from the 
North East attracting civil service posts relocated from the South East on the back of the 
Lyons review. This is because the Gershon report has highlighted the possibility of job 
cuts in the civil service, including at the Inland Revenue, which is located in Newcastle. 

 
• In the Slowdown scenario, weaker economic, or GVA, growth combined with 

productivity gains leads to a decline in total employment. It is a ‘worst-case scenario’ 
reflecting the potential impacts of poor regional performance on the economy of 
Newcastle & Gateshead. The scenario assumes that some of the key sectors in the region 
follow the growth rates observed over the last 10-15 years. 

 
• The industry mix of employment suggested under the three scenarios is presented below. 

The baseline and Silver/Bronze scenarios clearly benefit from job gains in Distribution 
(retail), Hotels & Catering and also across the public sector, which encompasses cultural 
industries as well as education and public administration. 

 
Summary Table 3 

Summary of Scenarios by Industry - 2016

Employees by industry Actual 2002 Baseline Silver/Bronze Slowdown
Agriculture, Forestry & Fishing 400 300 300 300
Oil & Gas Extraction 100 0 0 0
Manufacturing 26,900 19,900 22,600 16,600
Utilties 500 100 100 100
Construction 14,600 15,600 16,000 12,500
Distribution, Hotels & Catering 52,600 55,800 61,700 51,400
Transport & Communications 13,400 13,700 15,700 12,400
Finance 8,700 7,800 8,500 7,000
Business Services 37,700 40,800 44,500 34,700
Public sector 96,900 100,000 107,700 90,900
TOTAL 251,800 254,000 277,100 225,900
Source: Experian Business Strategies based on ONS data  
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• Changes in the industry mix also affect the jobs or occupations that are required. There is 
a particular need for high-level qualifications to work in professional or knowledge-based 
occupations such as teachers, research professional and IT workers, but also jobs that do 
not typically require high-level qualifications, such as sales and customer services 
occupations. 

Summary Table 4 

Employees by Occupation Actual 2002 Baseline Silver/Bronze Slowdown
Managers & senior officials 31,000 28,000 30,300 25,900
Professional 24,400 31,500 34,100 24,100
Associate professional & technical 33,100 32,600 35,700 30,800
Administrative & secretarial 38,400 38,300 41,000 35,600
Skilled trades 26,300 23,900 25,700 20,100
Personal service 19,400 22,900 25,800 19,700
Sales & customer service 23,400 25,900 28,600 25,500
Process, plant & machine operatives 20,100 14,800 16,500 13,100
Elementary 35,600 36,000 39,400 31,100
TOTAL 251,700 253,900 277,100 225,900
Source: Experian Business Strategies based on ONS data

Summary of Scenarios by Occupation - 2016

 
 

• The Silver/Bronze scenario requires an extra 16,000 workers qualified to NVQ level 3 or 
above, some of which can be supplied locally. There is recent evidence that the 
qualification level of the population is improving and that some of those who are 
currently inactive possess the higher-level qualifications that could be utilised to further 
promote the recent economic upturn. 

 
• Improved graduate retention could also bolster the local economy’s ability to meet the 

high-growth scenarios. Graduate retention in the region is already around 47 per cent and 
evidence from HESA3 suggests that locally, graduate retention is high, with 40 per cent of 
the home universities’ graduates working within Tyne & Wear. The positive scenarios 
would not only assist the retention of local graduates but may also help attract graduates 
from other universities in the surrounding region such as Durham and Sunderland. 

 
• Data from Census 2001 shows that Newcastle & Gateshead experiences net in-

commuting of 61,000 (i.e. 61,000 more people commute into Newcastle & Gateshead to 
work than commute out). A key feature of the baseline and Silver/Bronze scenarios is that 
as employment in Newcastle & Gateshead increases, the majority of these jobs are filled 
by an increase in net in-commuting, rather than being taken by local residents or in-
migrants. 

 
• Econometric analysis provides evidence of a positive but weak relationship between net 

in-migration and economic performance. Accordingly, in the baseline scenario, the 
increase in employment would lead only to population stabilisation, though this 
represents a significant break from the recent past. If employment increased more 
strongly, as modelled in the Silver/Bronze scenario, population increases marginally. 

 
• The historical weak relationship provides some tentative evidence of the failure of the 

local housing market to respond sufficiently to the changing demands of the workforce. 
This is reinforced by an analysis of commuter flows by occupation: employees working 
in the key job-growth areas identified in the baseline and Silver/Bronze scenario, such as 
professional occupations, typically commute into Newcastle & Gateshead, notably from 
North Tyneside. 

 

                                                      
3 Higher Education Statistics Agency. Retention refers to recent graduates employed in the area. 
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• Given job creation in the wider North East region and based on historical trends, Experian 
estimates that unless local strategies achieve a more responsive supply of suitable 
housing, for every 100 extra workplace jobs created in Newcastle over above the baseline 
scenario 75 will be taken by in-commuters. Of the remaining 25 jobs taken by local 
residents, fifteen will be taken by the unemployed and inactive and 10 by migrants. 

 
IMPLICATIONS FOR THE DEMAND FOR HOUSING 

• Our approach for this study was to take the population projections derived from the 
economic scenarios and translate them into household demand estimates. This approach 
implicitly assumes that the level of migration presented in the scenarios is what can be 
expected based on historical trends, hence it can be viewed as scenarios ‘Without 
Pathfinder intervention’. 

 
• The base year household estimates are taken from Census 2001. These are projected 

forward using a mixture of the impact of ageing on household formation and information 
on the propensity of one household type to form another. This approach means we can 
explicitly model future changes in household size and the formation of new households 
based on current and projected social trends. 

 
Summary Table 5 

Summary of Scenarios - 2016
2001 Baseline Silver/Bronze Slowdown

Total Population 452 451 454 447
Household Population 444 443 446 438
Institutional Population 8 8 8 8
Households 196 209 210 206
Average Household Size 2.27 2.12 2.12 2.12
Source: Experian 2004  

 
• Our estimates imply a big increase in the number of households to retain the assumed 

population. 
 
• Given the pre-consultation RSS figure for Newcastle & Gateshead of 1,312 net extra 

households pa for 2004-2016, our estimates suggest that Newcastle & Gateshead can 
accommodate the baseline scenario without any increase in in-commuting. However, if 
economic growth rises above the baseline, our estimates suggest that there will be an 
increase in in-commuting unless BNG improves the housing offer in the area in order to 
attract some of these people.4 

 
Summary Table 6 

Increase in net in-commuting Baseline Silver/Bronze Slowdown
0 873 965 722

(Baseline)  5,000 1,219 1,311 1069
(Silver/Bronze)  22,000 2,397 2,489 2,247

Source: Experian

Average Annual increase in Households 2001-2016

 
 
• To assess the future demand for accommodation from both the indigenous population and 

potential in-commuters, by tenure and by type of property, Experian developed an Excel-
based housing model. The key factors that determine future housing demand, namely 
demographic, economic and socio-economic change, drive the model. 

 
                                                      
4 Based on the implied 5,000 additional in-commuters being accommodated within Newcastle & Gateshead, 
assuming an average of 1.11 economically active persons per incoming household (i.e. 4,500 households). 
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• The tenure pattern of an area is closely related to its socio-economic mix. This can 
change over time and, as a result, so can its pattern of housing demand. The socio-
economic profile of an area can change because of shifts in the mix of housing provision 
or simply because of changes in fashion. Here we concentrate on changes that are related 
to economic and demographic change. 

 
• For our Housing Demand Model we have chosen to use the Mosaic classification as a 

measure of socio-economic mix. We know the make-up of the various Mosaic groups5 in 
terms of their labour market status and we can use this to infer likely future changes in the 
socio-economic mix as a result of economic and labour market changes. For example, 
higher unemployment rates are associated with a higher share of Municipal Dependency 
households. 

Summary Table 7 
Summary of Scenarios - 2016

2002 Baseline Silver/Bronze Slowdown
Symbols of Success 4.1 5.1 5.5 4.6
Happy Families 6.0 6.4 6.5 6.3
Suburban Comfort 11.6 12.0 12.3 12.0
Ties of Community 14.8 14.5 14.3 14.7
Urban Intelligence 8.8 9.3 9.4 8.6
Welfare Borderline 12.8 12.1 11.9 12.6
Munipical Dependency 21.3 19.6 19.3 20.0
Blue Collar Enterprise 9.9 9.8 9.8 9.8
Twilight Subsistence 5.8 5.7 5.5 6.0
Grey Perspectives 4.8 5.4 5.4 5.3
Rural Isolation 0.1 0.1 0.1 0.1
Total 100.0 100.0 100.0 100.0
Source: Experian 2004  

 
• In the baseline and Silver/Bronze scenarios, the socio-economic projections suggest a 

shift towards Mosaic groups that are symptomatic of a developing economy. There is 
higher employment in high value-added industries; households classified as Symbols of 
Success, Happy Families and Urban Intelligence gain an increasing share; and Welfare 
Borderline and Municipal Dependency fall. 

 
• We have estimates of the propensity of each Mosaic group to accommodate property by 

tenure (owner occupied, registered social housing – RSH – etc) and by type (detached, 
semi-detached etc). These propensities are applied to the Mosaic household projections 
and the results presented in Summary Table 8. 

 

Summary Table 8 

1991
Actual

Tenure (%) (%) (000s) (%) (000s) (%) (000s) (%) (000s)
Owner occupied 51.0 55.4 108 56.9 119 57.8 121 56.6 117
RSH 40.0 33.8 66 32.5 68 32.0 67 32.8 68
Private Rented 9.0 9.6 19 9.4 20 9.0 19 9.4 19
Other 0.0 1.2 2 1.2 2 1.2 2 1.2 2
Type
Detached 6.0 8.6 17 9.6 20 10.0 21 9.0 19
Semi detached 35.5 38.1 74 38.8 81 39.1 82 38.3 79
Terraced 31.3 27.9 54 26.8 56 26.3 55 27.5 57
Purpose built flat 25.6 20.4 40 19.9 42 19.6 41 20.3 42
Converted or shared house 1.5 5.0 10 5.0 10 5.0 11 5.0 10
Source: Experian 2004

2016 2016
Baseline Silver/Bronze Slowdown

20162001
Actual

Projected change in demand for housing, by tenure and type

 
 

                                                      
5 See page 21 for a description of the Mosaic groups. 
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• Our projections show an emerging need for more one-bed and two-bed properties. We 

are, though, aware that the demand for space can change even within given household 
types or socio-economic groups and that public sector allocation policy can make current 
housing occupation patterns a poor indicator of actual and future demand. 

 
• Much of the increased demand for housing from newly forming households is projected 

to come from smaller households and the increase in the Urban Intelligence group. This 
finding is consistent with the findings from the ‘Gateshead Supply/Demand Analysis 
2002’ and ‘Newcastle Housing Requirement Study 2003’. It suggests that although there 
will still be demand for flats and smaller terraces, expectations in terms of quality and 
image of property will be very different to those seen in the past for an economy based on 
shipyards, coal and manufacturing. 
 

• There is a need, however, to exercise some caution in inferring that small households 
equate to small properties; such a presumption is a topic of much controversy and debate. 
Recent research into the preferences of social renters and owner occupiers in Knowsley6 
showed a desire to consume more rather than less space and statistical analysis shows that 
Newcastle & Gateshead has a very similar Mosaic profile to that of Knowsley. Moreover, 
the Newcastle and Gateshead Housing Needs Studies found that although concealed 
households only needed one-bed and two-bed properties, on the whole they would prefer 
two-bed and three-bed accommodation. 

 
• The quality of housing provision and the wider environment are key drivers of housing 

demand but cannot easily be incorporated into a housing model such as the one developed 
here. For example, new build will generally help retain the indigenous population and 
attract in-migrants, as it can improve the quality and perceptions of an area. In the 
Gateshead Housing Needs Survey and the Newcastle Housing Requirements Study, of 
those who had moved in the last five years, 20 per cent and 15 per cent of people 
respectively cited the need to move to a better home as the main reason why they had 
moved. If new build presents the opportunity to move to bigger properties and better 
neighbourhoods within Newcastle & Gateshead, then the new build will reduce the extent 
of out-migration. 

 
• Indeed, data from Census 2001 shows a net out-migration from Newcastle & Gateshead 

of 500, mainly to North Tyneside, which has a broader range of high-quality properties 
and one of the largest amounts of new build as a proportion of its stock in the North East. 
Interestingly, North Tyneside is the largest net exporter of commuters to Newcastle & 
Gateshead. 

 
• To understand the housing requirements of potential in-migrants, we have drawn from 

two sources. The first is Daytime Mosaic, which profiles the socio-economic 
characteristics of people who work in Newcastle & Gateshead. This dataset has been 
combined with the residence-based Mosaic profile to establish the socio-economic 
characteristics of commuters. 

 
• The inflow of commuters to the area typically constitutes individuals working in higher-

status occupations. Over 40 per cent of the commuters are characterised in the Mosaic 
groups Symbols of Success, Happy Families and Suburban Comfort. 

 
• Running the Mosaic commuter data through our Housing Demand Model indicates an 

increased requirement for more detached and semi-detached properties, typically within 

                                                      
6 Knowsley is a borough that sits just outside of the Merseyside Pathfinder area and is symptomatic of an area 
suffering from low housing demand. 
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the owner-occupied sector, and for medium-sized and larger properties. This shows the 
types of provision required to attract households who would otherwise commute. 

 
Summary Chart 2 

Estimated Housetype of Residents and In-Commuters to Newcastle and Gateshead
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• Survey data from the Gateshead Supply/Demand Analysis backs up the model’s findings. 
The supply/demand analysis shows that employment is the most important factor in 
determining in-migration into Gateshead and that 46 per cent of households who moved 
into Gateshead over the last five years currently live in 3-bed and 4+ bed properties. In 
Newcastle, the majority of in-movers to the borough also moved for employment reasons. 
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1 Understanding the context 
 
 
 
 
NORTH EAST ECONOMIC PERFORMANCE 

Newcastle & Gateshead sits within the wider North East region, which is the smallest regional 
economy in the UK in terms of both population and output. In 2003, the North East had a 
population of 2.51m. Its Gross Value Added (GVA) of £28bn in 2000 prices accounted for 3.2 
per cent of the total output for the UK. 
 
For some time the North East has been lagging behind the rest of the UK in terms of economic 
performance. Figure 1 shows that the North East was the slowest-growing region over the 
period 1992-2002 by some margin. 
 

Figure 1 
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Source: ONS  
 
The North East has the highest levels of inactivity of any region in Britain. It continues to suffer 
from the collapse of mining in the 1980s and the ongoing decline of the nation’s manufacturing 
sector. Indicative of this is the fact that the region has among the highest rates of long-term sick 
and disabled in the UK, with people forced to become dependent on benefits after losing their 
work in mining or manufacturing. 
 
According to the ODPM’s English Indices of Deprivation 2004, the North East has the largest 
percentage of its population (38.2 per cent) living in the most deprived 20 per cent of super 
output areas7 in England. The region is also situated towards the bottom of the UK’s gross 
salaries league, though this is in part due to the make-up of the industrial environment.  
 

                                                      
7 Super Output Areas (SOAs) are built from output areas (typically 5) and constrained by the boundaries of the 
Standard Table (ST) wards used for 2001 Census outputs. There are 32,482 SOAs in England. 
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The negative effect of these low salaries is, however, tempered by the very low cost of living in 
the region. House prices in particular are relatively low, meaning that levels of disposable 
income in the region are far more favourable compared with the national average than would be 
apparent when looking solely at wage compensation. 
 
Despite the relatively chequered recent past for the region, there is cause for optimism. The 
ambitious Regional Economic Strategy Realising our Potential sets out many obtainable 
benchmarks to bring the region’s economy in line with the rest of the UK. The six main 
objectives as set out in the report are outlined below: 
 
 Creating Wealth by raising productivity of all businesses. 
 Establishing a new entrepreneurial culture. 
 Creating a healthy labour market supported by a skilled workforce. 
 Recognising universities and colleges at the heart of the region’s economy. 
 Meeting 21st century transport, communications and property needs. 
 Realising the renaissance of the rural and urban communities. 

 
Many projects are already under way in pursuit of these goals. The strong drive to promote 
knowledge industries in the region has been buoyed by the creation of the innovative and unique 
Knowledge campus for companies who collaborate to develop new products. The ODPM’s 
Northern Way plan is being championed through urban (and rural regeneration), in particular 
with the Bridging NewcastleGateshead plan, which is seeking to tackle the problems of low 
housing demand and abandonment at the heart of the city region. 
 
Newcastle & Gateshead economic performance 

 
Following the trends set at the regional level, the economy of Newcastle & Gateshead has 
underperformed the UK in both GVA and employment terms over the past decade. Employment 
growth measured 0.4 per cent per annum in the period 1991-2002. However, the area appears 
to be the driver of regional growth and has expanded at a rate above that of the North 
East and increased its share of the regional economy. In 2002, Newcastle & Gateshead 
accounted for 25 per cent of the total North East economy in GVA terms (compared with 24 per 
cent in 1991) and 26 per cent in employment terms (compared with 25 per cent in 1991). 
 

Table 1 

 
One way of analysing drivers of growth is to consider the extent to which it is driven by national 
trends (i.e. the industry effect) or more localised considerations (i.e. the area effect). For 
example, employment in education in Newcastle & Gateshead has grown, instead of falling as 
we may have expected given national trends. Therefore, growth has been driven predominantly 
by local factors – those we call the ‘area effects’. As such we can consider what ‘additional 
growth’ the area is achieving over and above that suggested by its industrial structure alone. 

Throughout this report, references to Newcastle and Gateshead refer to the local 
authority districts of Newcastle and Gateshead.  

GVA Employees

1991 2002
Avg annual % 
change 91-02 1991 2002

Avg annual % 
change 91-02

UK       649,734       865,561 2.6%       23,498        25,848 0.9%
North East 24,122 27,475 1.2% 965 963 0.0%
Newcastle & Gateshead           5,884           6,828 1.4% 241 252 0.4%
Newcastle 3,788                    4,319 1.2% 164 166 0.1%
Gateshead 2,096                    2,509 1.6% 77 86 1.0%

Comparative GVA and Employment Growth, 1991-2002

Source: Experian Business Strategies based on ONS data
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The results for Newcastle & Gateshead suggest that for the period 1991-2002, the area effects 
greatly outweighed the industry effects. All the sectors located in box A in Figure 2 saw gains 
attributable to both industry and area effects. These industries were the drivers of growth in the 
area and include business services and other financial and business services and the public 
sector (public administration and health). The education sector also performed well in terms of 
the area but underperformed relative to the industry at the UK level.  
 
However, some sectors such as transport, banking and insurance, wholesaling and 
manufacturing saw employment levels fall in excess of the trends observed at the national level. 
This implies that some local factors are not favourable to employment in these sectors. 
However, given the overall employment growth, we believe that the area contains many factors 
favourable to future employment growth. 
 

Figure 2 

Industry and Area Effects, Employees 1991 - 2002
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The industry and area effects discussed above are reflected in the employment structure of the 
workforce in the area. Figure 3 details the employment structure of those working in the area 
versus that of the UK. Business services, health and public administration and defence dominate 
employment in Newcastle & Gateshead, while the construction sector is also over-represented 
relative to the UK. 

AREA

D A 

B C 

INDUSTRY

INDUSTRY

AREA 

Source: Experian based on ONS data, 2004. 
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Figure 3 

Workplace Employment by Sector, Newcastle and Gateshead vs UK
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Table 2 shows that the largest sectors in Newcastle & Gateshead outperformed the area average 
in terms of employment growth over the period 1991-2002. Much of the public sector 
employment growth came on the back of increased public sector spending, reinforcing its 
importance as (collectively) the major employer in the area and the region. The Inland Revenue, 
a major employer in the area, falls within the public administration and defence sector and 
accounts for some of this growth. The business services sector includes a range of computer-
related activities and legal and business consulting as well as advertising. Newcastle & 
Gateshead represents over 36 per cent of this sector and is the key driver for the area outside of 
the public sector. This sector returned the strongest average annual growth rate of any industry 
in the area 1.2 per cent between 1991 and 2002. 
 
Tourism is also a major growth sector for the area and here it is best represented by the hotels & 
catering sector. This sector outstripped average annual employment growth over the period 
1991-2002 and accounts for around 6 per cent of total employment. Tourism also has a 
crossover with the creative sector, discussed below. 
 

Source: Experian based on ONS data, 2004. 
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Table 2: Share of employment and average annual growth by industrial sector 

Sector 
Share of total 

N&G employment

Share of total 
North East 

Employment in 
Sector 

Average 
Annual % 

Change 1991 
– 2002 

Business Services 13.1% 36% 1.2% 
Health 13.1% 25% 2.2% 
Public Admin. & Defence 11.9% 41% 1.1% 
Manufacturing 10.7% 17% -0.8% 
Retailing 10.1% 25% 1.0% 
Education 8.3% 24% 0.7% 
Hotels & Catering 5.9% 23% 0.9% 
Construction 5.8% 24% 2.6% 
Other 5.1% 28% 0.4% 
Wholesaling 4.9% 27% -3.4% 
Banking & Insurance 3.5% 37% -2.8% 
Transport 3.4% 26% -1.9% 
Communications 2.0% 27% 0.3% 
Other F&Bs 1.9% 30% 3.1% 
Gas, Electricity & Water 0.2% 9% -12.6% 
TOTAL - All Sectors 100.00% 26% 0.4% 
Source: Experian based on ONS Annual Business Inquiry data, 2004. 

 
According to Leading the Way,8 ‘more than 60 per cent of the region’s employees in the 
creative industries work in Tyne and Wear. The cultural renaissance of Newcastle & Gateshead 
and other parts of the sub-region is driving the growth of the regional tourism sector and acting 
as a magnet to attract creative businesses and people.’ 
 
Within our analysis, around 70 per cent of the creative industries are captured within the ‘Other’ 
(recreation, libraries, and media) and business services (advertising) sectors. The remainder of 
the creative sector is picked up by manufacturing (publishing, jewelry, musical instruments) and 
retail (sale of books/magazines). 
 
The ‘Other’ sector has performed in line with average employment growth in the area, but there 
is evidence to suggest that it is these elements of the sector that are driving the growth. 
According to research by CURDS of Newcastle University, the creative industry accounted for 
14 per cent growth in employees in employment in the North East between 1997 and 2001. 
Leading the Way cites developing the cultural/creative industries as economic drivers for Tyne 
& Wear. 
 
Explaining the ‘area’ effect 
 
The area effect captures a range of factors that locally make an area better at doing something 
than somewhere else. This could be a range of factors such as skills, clustering and 
infrastructure. In Newcastle & Gateshead some of the observed employment growth can be 
attributed to local regeneration and employment initiatives. Initiatives aimed at getting people 
back to work include Newcastle’s Workfinder Team and Gateshead Council’s Economic 
Development Services job linkage work. 
 

                                                      
8 Leading the Way, The Tyne & Wear Economic Strategy – driving the growth of the North East, TyneWear 
Partnership, October 2004. 
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Figure 4: Definitions of selected industries 

Standard Industrial Classification

Business Services
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Other Financial & Business Services

Real estate, Renting Activities

Renting of machinery and Equipments

R&D activities relate to Humanities, Social 
and Natural sciences

Communications

Post and Courier Activities
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telephone,internet access provision, 
transmission of TV and radio

Hotels & Catering

Hotels, Restaurants and Bars

Wholesaling

Sale and maintenance of motor vehicles

Wholesale activities relating to other 
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Transport

All forms of Water, Air, Land  transport

Supporting activities of transport

- Storage and Warehousing Travel 
Operators 

Other

Sewage and refuse disposal , sanitation
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Activity of membership organisations

-Trade unions, Political parties

Other services not included elsewhere-
beauty treatment, funeral and laundry 
services

Education

Provision of Primary, Secondary,  Higher 
and Adult Education

The UK Standard Industrial Classification of 
Economic Activities (UK SIC(92)) is used to 
classify business establishments and other 
statistical units by the type of economic activities 
they are engaged in.

 
 
Population and migration 
 
However, despite the improvement in the economy relative to the region and the associated 
increase in employees, Newcastle & Gateshead has now suffered from 30 years of declining 
population. Initially this was associated with the effect of de-industrialisation and was 
subsequently also related to a lack of new private sector housing, which meant that people 
moved to outer suburbs and other more popular housing locations, particularly North Tyneside, 
Derwentside and Tynedale. Figure 5 shows the levels of out-migration, which have been 
positive, year-on-year between 1995/96 and 2000/01. 
  

Figure 5: Net migration of people, Newcastle & Gateshead 1994-2001 
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Source: Experian analysis of ONS data, 2004
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Table 3 provides evidence from Census 2001 of where migrants are moving to when they leave 
Newcastle & Gateshead. The four local authorities accounting for the greatest net outflows are 
on the periphery of Newcastle & Gateshead, showing that whilst people are moving out of 
Newcastle & Gateshead, they are remaining in the North East. North Tyneside is the most 
popular destination and also accounts for the largest single flow of in-commuters to Newcastle 
& Gateshead. Birmingham’s position at number five in the table is perhaps due to the pull factor 
associated with a large city. 
 

Table 3: Largest net outflow of migrants from Newcastle & Gateshead 

Rank District In from Out to 
Net out-

migration 

1 North Tyneside 1,550 2,500 950 

2 Derwentside 350 550 200 

3 Blyth Valley 350 500 150 

4 Tynedale 500 600 100 

5 Birmingham 100 200 100 
Source: Census 2001, Experian 2004. 

 
The decline in population has been exacerbated by falling birth and mortality rates, which have 
contributed to negative net natural change. 
 

Figure 6: Natural population change, Newcastle & Gateshead 1993-2001 
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Source: Experian analysis of ONS data, 2004
 

 
Commuting  

As the regional centre, Newcastle & Gateshead is a net importer9 of people during the day. Over 
100,000 people commute into the area, according to the census, with around 40,000 people 
commuting out to other authorities. Since the 1991 Census there has been around a 16 per cent 
increase in commuting. 
 

                                                      
9 Net in-commuting refers to the number of people commuting into an area less the number of people commuting out 
of the area. Net out-commuting is the reverse of this. 
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Table 4: Net commuting to Newcastle & Gateshead 

  In Out 
Net in-

commuting 
Newcastle & 
Gateshead 102,190 38,030 64,160 
Source: Census 2001, Experian 2004. 

 
Commuting between Newcastle & Gateshead is mainly in the direction of Newcastle. Some 
18,260 people journey to Newcastle from Gateshead for work, with half that figure travelling in 
the opposite direction. 
 
Table 5 shows those authorities providing the largest net commuting inflows to Newcastle & 
Gateshead. North Tyneside accounts for almost a third of all commuting into Newcastle & 
Gateshead and this is reflected in its position at the top of the commuting rankings. 
 

Table 5: Net in-commuting to Newcastle & Gateshead 

Rank District Out from In to 
Net in-

commuting 

1 North Tyneside 10,200 29,100 18,900 

2 Blyth Valley 1,600 9,450 7,850 

3 South Tyneside 3,500 10,800 7,300 

4 Sunderland 7,200 13,600 6,400 

5 Chester-le-Street 1,050 6,350 5,300 
Source: Census 2001, Experian 2004. 

 
One point of note is that North Tyneside tops both the net out-migration table and the net in-
commuting table. Although we cannot infer directly that those people moving out of Newcastle 
& Gateshead to live in North Tyneside (as well as other peripheral authorities which feature in 
both tables) commute back into the area, there is clearly some relationship. 
 
Another interesting relationship borne out by the Census data is that relating to commuting and 
occupations. Table 6 shows commuting flows to and from Newcastle & Gateshead by Standard 
Occupational Classification categories. 
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Table 6: Commuting flows by occupation 

  
Commute 

in  
% 

Total 
Commute 

out 
% 

Total 
Net in-

commuting 

Managers & senior officials 15,120 15% 5,760 15% 9,360 

Professional 12,930 13% 6,730 18% 6,200 

Associate professional & technical 16,750 16% 5,740 15% 11,010 

Administrative & secretarial 18,880 18% 3,950 10% 14,930 

Skilled trades 9,200 9% 4,660 12% 4,540 

Personal 10 4,800 5% 1,480 4% 3,320 

Sales & customer service 9,350 9% 2,270 6% 7,080 

Process, plant & machine operatives 7,070 7% 3,910 10% 3,160 

Elementary11 8,090 8% 3,530 9% 4,560 

Total 102,190   38,030   64,160 
 Source: Census 2001, Experian 2004. 
 
The first four occupations, which are regarded as the higher end of occupations in terms of 
qualifications and earnings potential, account for 62 per cent of in-commuting to Newcastle & 
Gateshead. At the UK level the same occupations account for around 50 per cent of all 
employment. This suggests that those people in high-end occupations tend to commute more 
than people at the lower end of the occupational spectrum.  
 
The propensity to commute among high-end occupations is also seen in terms of out-commuting 
and, although Newcastle & Gateshead ‘imports’ people of all occupational types during the day, 
two-thirds of the net inflow is in the top four occupations. This serves to increase the average 
earnings and qualifications of the daytime population relative to the resident population. 
 
Socio-economics 
 
Mixed economic growth, coupled with a falling population and increasing commuting flows, 
has exacerbated imbalances in the prosperity and popularity of neighbourhoods within 
Newcastle & Gateshead: some areas have seen abandonment while others have experienced 
soaring property prices. This has directly influenced the socio-economic composition of the 
area. 
 
Map 1 provides a snapshot of the average value of properties sold by postcode sector in 
Newcastle & Gateshead in the first quarter of 2003. The suburbs of both Newcastle and, albeit 
to a lesser extent, Gateshead have the highest house prices in the area. The Pathfinder has some 
of the lowest prices but borders on areas such as Jesmond and Moorside that have above 
average prices. 

 

                                                      
10 Examples of this group include health and child and animal care assistants, leisure and travel service assistants, 
hairdressers and related occupations. 
11 Examples include labourers, packers, porters, bar and catering staff, cleaners and security guards. 
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Map 1: Property price hotspots, Newcastle & Gateshead (2003 Q1) 

 

 
 
The English Indices of Deprivation 2004 measure levels of deprivation in England at county, 
district and super output areas (SOA).12 Table 7 details the deprivation profile of Newcastle, 
Gateshead and North Tyneside.  
 
The extent measure tells us that 45 per cent of the population of Newcastle and 44 per cent in 
Gateshead live in the 10 percent most deprived super output areas in England. The income and 
employment measures detail the number of people who are income and employment deprived in 
the district. This analysis suggests that around 100,000 people in Newcastle & Gateshead are 
income deprived and around 48,000 are employment deprived. According to the rank of average 
score, Gateshead and Newcastle are the 26th and 20th most deprived districts in England 
respectively. Indeed, analysis at SOA level suggests that 17 per cent of SOAs in the Newcastle 
& Gateshead area are within the 5 per cent most deprived areas in England. A further 13 per 
cent are within the top 10 per cent most deprived. As already noted, North Tyneside is a popular 
destination for out-migrants from Newcastle and Gateshead. Evidence here suggests that North 
Tyneside is relatively less deprived than its neighbouring boroughs. 
 

                                                      
12 Super Output Areas (SOAs) are built from output areas (typically 5) and constrained by the boundaries of the 
Standard Table (ST) wards used for 2001 Census outputs. There are 32,482 SOAs in England. 

Pathfinder 

Source: Experian Analysis of Land Registry Data, 2004 
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Table 7: Indices of Deprivation 2004 

Selected Tyne and Wear district-level summary measures 

LA NAME Extent 
Rank of 
extent 

Rank of 
average 
score 

Rank of 
average 

rank 
Rank of local 
concentration

Income 
scale 

Rank of 
income 
scale 

Employment 
scale 

Rank of 
employment 

scale 
Gateshead 0.44 27 26 36 23 38,572 49 20,115 33
Newcastle upon Tyne 0.45 24 20 48 5 59,954 19 27,494 10
North Tyneside 0.30 68 80 90 75 33,187 59 17,106 49
Rank is out of 354 districts in England where 1 = most deprived and 354 = least deprived. 
The income scale and employment scale measures show the number of people experiencing income and employment deprivation 
respectively. 
Source: The English Indices of Deprivation 2004: Summary (revised), ODPM 2004. 

 
Map 2 shows the spatial distribution of deprivation and highlights some severe levels of 
deprivation within the Pathfinder area. Clearly, to create sustainable communities, the gap 
between the Pathfinder area and wider areas needs to be narrowed. As well as housing-
market renewal, initiatives designed to improve training and work opportunities need to 
succeed. 
 

Map 2: Deprivation across Newcastle & Gateshead 

 

SOAs within 
most deprived (in 
England): 

Pathfinder 

Source: Experian analysis of IMD2004, ODPM 2004 
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Mosaic 2003 

Our Mosaic classification system categorises all UK households and neighbourhoods into 62 
distinct ‘lifestyle types’, which comprehensively describe their socio-economic and socio-
cultural behaviour. More than 400 data variables are used to build Mosaic and many of them 
are key drivers of housing demand (demographics, economic activity, occupations and 
household composition). The illustration below highlights the variables that are used to derive 
Mosaic. 
 

Figure 7: Mosaic composition 

 

 
 
The data is drawn from Census 2001 (approx 54 per cent) and supplemented with Experian’s 
own Consumer Segmentation Database. This database provides coverage of all the UK’s 46m 
adult residents and 23m households from sources including the Electoral Roll, consumer credit 
activity, post office address files, council tax information and ONS local area statistics. 
 
Each type and group is descriptively named. For example, UK Mosaic type 4 is labelled Golden 
Empty Nesters, type 23 is labelled Industrial Grit, whilst type 41 is labelled Families on 
Benefits. A Mosaic type is assigned to each of the 1.6m postcodes in the UK, allowing us to 
build a powerful picture of household characteristics of the Pathfinder area. These in turn are 
aggregated to broader groups (described below), which we will use for this study. 
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Table 8: Mosaic UK groups 

A Symbols of 
Success 

People with rewarding careers who live in sought-after locations, affording 
luxuries and premium quality products. 

B Happy Families Families with focus on career and home, mostly younger age groups now 
raising children. 

C Suburban Comfort Families who are successfully established in comfortable, mature homes. 
Children are growing up and finances are easier. 

D Ties of Community People living in close-knit inner-city and manufacturing town communities, 
responsible workers with unsophisticated tastes. 

E Urban Intelligence Young, single and mostly well educated, these people are cosmopolitan in 
tastes and liberal in attitudes. 

F Welfare Borderline People who are struggling to achieve rewards and are mostly reliant on the 
council for accommodation and benefits. 

G Municipal 
Dependency 

Families on lower incomes who often live in large council estates where 
there is little owner occupation. 

H Blue Collar 
Enterprise 

People who though not well educated are practical and enterprising and may 
well have exercised their right to buy.  

I Twilight 
Subsistence Elderly people subsisting on meagre incomes in council accommodation. 

J Grey Perspectives Independent pensioners living in their own homes who are relatively active in 
their lifestyles. 

K Rural Isolation People living in rural areas where country life has not been influenced by 
urban consumption patterns 

 
Newcastle & Gateshead Mosaic profile 2003 

The Mosaic profile in Newcastle & Gateshead, and still further within the Pathfinder area, 
differs greatly from that of the UK as whole. As can be seen in Figure 8, Newcastle & 
Gateshead has above average levels of Welfare Borderline and Municipal Dependency 
households and is under-represented in the more affluent groups. As one would expect in an 
urban area there are higher levels of Urban Intelligence than in the UK as a whole. 
 

Figure 8 
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This situation is heightened in the Pathfinder area. Levels of Welfare Borderline and Municipal 
Dependency are considerably higher, and Urban Intelligence, which we expect to be high in 
these urbanised areas, is far less common than even in the UK as whole. This suggests that the 
Pathfinder area is at present unable to attract young urban workers.13 Thus all the issues raised 
by the situation in Newcastle & Gateshead are even more relevant in the Pathfinder area. 
 
The map of the area below (Map 3) further emphasises this point. The high concentration of 
Welfare Borderline and Municipal Dependency almost perfectly matches the Pathfinder 
boundaries. Map 3 also shows that the area is segregated into areas that are very affluent and 
contain the more affluent Mosaic groups, such as Jesmond and South Gosforth.

                                                      
13 At the time of development many of the new developments such as the Newcastle and Gateshead Quayside 
properties are Unclassified according to Mosaic UK. This is because at the time of development the data to identify 
and classify the new residents of these properties was unavailable. 



Economic potential of the regional centre and housing market implications  
 

 24

Pathfinder Area 

District Boundary 

NEWCASTLE 

 Scotswood 
 Benwell 
 West City 
 Elswick 
 Fenham 
 Wingrove 
 Byker 
 Monkchester 
 Walkergate 
 Walker 

 
GATESHEAD 

 Dunston 
 Teams 
 Saltwell 
 Bensham 
 Bede 
 Felling 
 Deckham 
 Pelaw and Heworth 

© Experian 2004, © OS Crown Copyright

Map 3
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Income and housing affordability 
 
Average household income in Newcastle & Gateshead is slightly higher than in Tyne & Wear as 
a whole. However, it is below the figure for the rest of the North East and still further below the 
UK as a whole. 
 

Table 9: Average gross household income, 2003 

 Average gross 
household income 

Newcastle & Gateshead £484.16
Tyne & Wear £477.39
North East £489.27
UK £547.75
Source: Experian 2004. 

 
However, despite the low incomes in Newcastle & Gateshead, we can see from Table 10 that 
house prices are low enough to put the area at a comparative advantage to the rest of the UK in 
terms of affordability ratios. Whilst both Newcastle and Gateshead have affordability ratios 
above the rest of the North East, they are some way below the national level (this analysis does 
not allow for the huge disparities evident within the area). 
 

Table 10: Affordability ratios, 2003 

  

Number of 
working 

households 

Household 
earned income 

(£) 
Mean house 

prices (£) 
Affordability 

ratio 

Gateshead 17,927 28,302 93,836 3.32 

Newcastle 25,405 31,270 113,725 3.64 

England 5,002,470 36,549 150,235 4.11 

North East 649,450 30,613 101,045 3.30 
Source: Joseph Rowntree Foundation 2003. 

 
HOUSING IN NEWCASTLE & GATESHEAD 

So far we have highlighted the economic position of Newcastle & Gateshead and how this 
directly impacts on the socio-economic profile of the area. This section provides details on 
households, tenure and dwelling types within Newcastle & Gateshead based on information 
from Census 2001. 
 
According to Census 2001, there are around 195,500 households in Newcastle & Gateshead and 
over 205,000 household spaces. The difference between these two figures is attributable to the 
high level of unoccupied household spaces in the area – standing at around 10,000, which 
equates to almost 5 per cent of the total housing stock. The equivalent figure for England and 
Wales is around 4 per cent.  The North East Housing Board and Bridging NewcastleGateshead 
aim to reduce vacancy rates to 3 per cent. 
 
The tenure of the housing market in Newcastle & Gateshead differs greatly to the national 
picture. As Table 11 shows, a smaller proportion of homes are owned in the area. In England 
approximately 69 per cent of household spaces are owned, be it outright or with a mortgage, 
whereas in Newcastle & Gateshead owner-occupied households account for only 55 per cent of 
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total occupied dwellings. This difference is more marked in the Pathfinder area, with just 40 per 
cent of occupied properties privately owned. 
 

Table 11: Tenure type 

Occupied dwellings Owned 
Social 
rented 

Private 
rented or 
living rent 

free 
Lives rent 

free 

N&G Pathfinder1 40.3 46.7 11.6 1.4 

Newcastle & Gateshead 55.4 33.8 9.6 1.2 

England 68.9 19.2 9.9 2.0 

Notes: 1Output areas that approximate to the Pathfinder area. 
Source: Census 2001. 

 
The profile of the housing stock is changing. The Census allows us to look at how the housing 
stock in Newcastle & Gateshead has changed over the past 20 years. Most notably there has 
been a shift away from public sector housing towards the owner-occupied sector. Some of this 
shift can be attributed to Right to Buy.14 Indeed, since 1980 Gateshead and Newcastle local 
authorities have sold around 12,000 properties each under the scheme. 
 

Figure 9 

Tenure Changes 1981 - 2001

0.0%

10.0%

20.0%

30.0%

40.0%

50.0%

60.0%

Owner Occupied Private Rented Social Rented

1981 1991 2001Source: Census 1981, 1991, 2001

 
 

                                                      
14 Right to Buy (RTB) is the statutory right of Council tenants of more than two years standing to buy their home at a 
discounted rate. 
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Newcastle & Gateshead also has a far higher proportion of flats and apartments than the rest of 
the country: almost a quarter of the total housing stock in Newcastle & Gateshead is flats. The 
total share of housing spaces accounted for by both semi-detached and terraced housing is also 
greater in Newcastle & Gateshead than in England. Once again the situation is more pronounced 
in the Pathfinder area: around a third of all household spaces are purpose-built flats and under 5 
per cent of household spaces are detached properties, compared with nearly 23 per cent 
nationally. 
 

Table 12: Dwelling type 

Household spaces Detached
Semi-

detached Terraced 
Purpose-
built flat 

Part of a 
converted 
or shared 

house Other 

Pathfinder 4.3 31.3 30.8 28.1 4.5 1.0

Newcastle & Gateshead 8.6 38.1 27.9 20.4 4.1 0.9

England 22.7 32.1 25.7 13.7 4.1 1.8
Notes: 1 Output areas that approximate to the Pathfinder area. 

Source: Census 2001. 
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2 The strategic situation 
 
 
 
 
INTRODUCTION 

Given all the issues discussed in the previous section, Bridging NewcastleGateshead was set up 
to address the imbalances and create a sustainable community – ultimately ‘creating great places 
to live’. 
 
Bridging NewcastleGateshead 
 
In April 2002, nine Housing Market Renewal Pathfinders were announced to improve the 
quality and choice of housing on offer in areas which have suffered from low demand or 
‘housing market weakness’ in the North East and Midlands. One of these nine Pathfinders is 
Bridging NewcastleGateshead. 
 
The ideology behind the Pathfinders is to address all aspects of the requirements of a sustainable 
community. Encompassed in this is the provision of high-quality public services and instilling 
pride and cohesion within the communities. 
 
There are four areas within the urban conurbation targeted by the Pathfinder: Gateshead, 
Newcastle Outer East, Newcastle North Central and Newcastle Inner West. This area covers 
approximately 52,000 dwellings and 158,000 residents. As previously discussed, Newcastle & 
Gateshead has suffered at the hands of a declining urban population. This situation has been 
most rife within the Pathfinder area. 
 
The Pathfinder areas are also characterised by high levels of deprivation. According to the 
ODPM’s measure of deprivation, the majority of the population live within some of the most 
deprived areas in England.15 
 
Over the next 15 years, the Pathfinder aims to redress the imbalances the area is suffering and 
provide a strengthened housing market upon which to build a firm base for the area. The key 
objectives, which will become more focussed for the next Scheme Update to concentrate 
resources to deliver transformational change, are to: 
 
 strengthen and stabilise the housing market through better matching of supply to the 

needs and aspirations of local people; 
 promote and provide a wider choice of quality housing with improved opportunity and 

access for all; 
 foster distinctive attractive neighbourhoods in which people from diverse backgrounds 

chose to live, learn, work and invest; and 
 manage, enhance, and improve the physical, economic, environmental, social and cultural 

assets of the neighbourhoods. 
 
It is important to clarify what the Pathfinder is, where it is happening and why it has come to 
fruition. We must also consider the NewcastleGateshead Pathfinder in terms of its Strategic 
Context within the larger strategy for Newcastle & Gateshead, Tyne & Wear and the North 
East. In particular, its context within the following is integral: 
 
 CEBR, Scenarios for a prosperous Northeast. 

                                                      
15 The reader is asked to refer to Map 2, which details the spatial distribution of deprivation in the area. 
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 Northern Way 
 Regional Spatial Strategy. 
 The Regional Economic Strategy. 
 Tyne and Wear Economic Development Action Plan. 
 Gateshead Community Strategy. 
 Newcastle Community Strategy. 
 DTZ, NewcastleGateshead Pathfinder Market study. 

 
STRATEGIC CONTEXT 

Now that we have laid down the basis of what the Pathfinder is and what it aims to achieve, it is 
imperative to illustrate how it fits within the strategic policies of the area and the wider region. 
It must be noted that during the lifetime of this project alone, many of the following strategies 
have themselves been developing and evolving. 
 
CEBR’s, Scenarios for a prosperous North East 

Whilst the Regional Spatial Strategy is yet to be completed, work has been carried out by CEBR 
to inform the development of the Strategy. Thus it is imperative that the strategy for Newcastle 
& Gateshead fits within and influences the final RSS. 
 
The aim of the report was to set out economic targets on which to base the Regional Spatial 
Strategy. The outcome was that an average growth in output of 2.1 per cent was the most likely 
scenario, but that the Regional Spatial Strategy should allow for up to 2.8 per cent. The basis for 
this optimism was that basing decisions on such optimism could provide a form of self-fulfilling 
growth.  
 
The report highlights the risk of over-supplying buildings and infrastructure given such 
optimism. More specifically, and most poignantly for the Pathfinder, some interviewees for the 
report highlighted the great risk of excessive development in conurbations exacerbating the 
migration from other areas. 
 
The role of the Pathfinder area, at the heart of the region, is integral within this strategy to 
ensure the region halts its declining population, attracts economically active new residents and 
contributes towards a more productive business ambience. 
 
 
Northern Way 

Making it Happen : The Northern Way (2003) and Moving Forward: The Northern Way (2004) 
report on the action to be taken to regenerate established communities in the North, to ensure 
that they are sustainable.  ‘Making it Happen’ highlights the Government’s commitment to 
enabling every region to share in the country’s growth.  It acknowledges that the economic 
growth in the northern regions has persistently lagged behind that of the South and that to 
regenerate communities, we need to release the economic potential of every region. 
 
‘Moving Forward’ is the three Northern Regional Development Agencies response (North East, 
North West and Yorkshire and Humberside) to the Deputy Prime Minister, to show how the 
North could unlock the potential for faster economic growth.  It is an ambitious strategy, which 
concludes that to accelerate growth across the North’s ‘city regions’ we must concentrate our 
efforts on 10 policy priories: 
 

 Bring more people into work 
 Strengthen our knowledge base to support innovation by every company 
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 Support the expansion of key clusters of companies to capture a larger share of 
global trade 
 Invest more in meeting the skills needs of our employers 
 Prepare a Northern Airports Priorities Plan 
 Improve access to the North’s sea ports 
 Create better integrated public transport services within our ‘City Regions’ 
 Take a bolder approach to creating truly sustainable communities 
 Market the North to the world. 

 
The ‘city region’ approach is at the heart of the Strategy; Tyne and Wear being one of eight.  To 
take this forward, each city region has/will prepare a city region development programme, 
undertaken in the context of the review of each Regional Economic Strategy, providing an 
opportunity to set out how it can contribute more to accelerating the economic growth of the 
North. 
 
 
Regional Economic Strategy 

The Regional Economic Strategy was revised in 2002 through the document Realising our 
Potential, where priorities for bringing the desired growth to the region were laid down. 
 
The document highlights the importance placed upon each sub-region within the North East in 
promoting economic growth. The main drivers of the growth are proposed to be: 
 
 The raising of productivity in all business areas. 
 Creating and developing a more entrepreneurial environment. 
 Increasing skill levels in the region to provide a stronger labour force. 
 Pushing the power of the universities at the heart of economic development. 
 Ensuring an up-to-date infrastructure is in place. 
 Reviving run-down rural and urban communities. 

 
Whilst the Pathfinder fits easily within the ethos of reviving run-down communities, the knock-
on effects of the Pathfinder should aim to impact on all of these goals through its ability to 
attract and retain high-calibre individuals. 
 
 
 
Tyne & Wear Economic Development Plan – Leading the Way (October 2004) 

The Tyne & Wear Economic Development Plan, produced by the TyneWear partnership in June 
2004, outlines the vision and strategy for the future of Tyne & Wear. The report highlights a 
number of key areas that must be built upon to sustain this development: 
 
 Tyne & Wear already has budding creative and cultural sectors. In developing these 

further it is purported that sectors with high productivity and growth will develop within 
the economy. It is also hoped that such moves will have a self-fulfilling aspect, by 
enticing more entrepreneurs into the region as the creative sector grows. This goes hand-
in-hand with the drive towards developing a more knowledge-based economy. 

 The partnership has promoted the importance of making Tyne & Wear a learning sub-
region. The presence of Newcastle and Northumbria provide an excellent base for the 
promotion of higher education. There is also a great need to redress the poor attainment 
of education in the 14-19 age group. 

 Raising the incumbent population’s aspirations is also viewed as an essential cog in 
economic development. Encompassed in this proposal is raising the quality of the 
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neighbourhoods through regeneration, increasing education standards and achievements 
and increasing social inclusion of minorities. 

 
The role of the Pathfinder within this plan is crucial. Not only will the regeneration of low-
demand areas be indicative with raising the incumbent population’s aspirations of the area, but 
the Pathfinder will also create an area to attract the workers in the creative and cultural sectors. 
Thus it is important that the Pathfinder area considers these factors when determining the 
formation of its housing. 
 
DTZ, NewcastleGateshead Pathfinder Market Study 2003 

This report was carried out to provide an analysis of the regional and sub-regional housing 
market context of the Pathfinder, outline key policy interventions and set out a baseline and 
indicators to monitor the progress of the initiative. 
 
The causes of low demand in the Pathfinder area are suggested to be a combination of complex 
problems. Of these problems, the major ones are slow growth in housing demand, a market 
sector that has been unable to respond readily to demand, and social and economic changes that 
have altered the structure of the housing market. The particular downfall of the Pathfinder has 
been mainly due to the makeup of the housing stock.  
 
Whilst the Pathfinder is depicted by a housing stock of social rented and older private properties 
there has been a growing demand for ‘middle market’ owner occupation and city apartments 
(these are in Pathfinder on the Gateshead side). Thus considerable growth in the extra urban 
core has come at the expense of the Pathfinder area. 
 
The emphasis of the report is that there is sufficient demand potential to ensure the success of 
the Pathfinder. However imperative to this success is that the planning system and renewal 
policies match the changes in demand. 
 
Gateshead Housing Strategy 

The Gateshead Housing Strategy gives the picture of the current state of housing in the area and 
goes on to set out the plans for housing to 2008. The vision of the local council as regards 
housing is ‘local people who want to live in good quality affordable homes, which meet their 
needs and are located within pleasant, safe and sustainable communities’. The major steps 
planned to meet this are to: 
 
 provide local people with a choice of housing they want, can afford and is close to local 

services; 
 improve the quality of sustainable, unsatisfactory homes through direct intervention and 

assistance; 
 provide a range of housing and support for vulnerable people; 
 help residents feel safe and free from fear in their homes and neighbourhoods; 
 develop local housing and related services, which are easy to access and which customers 

(new and old) understand; 
 give local people the opportunity to have a say and to influence what happens in their 

neighbourhood. 
 

Clearly the Pathfinder is integral to meeting these plans and has the ability to influence each and 
every one of them. 
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Newcastle Housing Strategy 

The Newcastle Housing Strategy again sets out the current state of housing in Newcastle and 
goes on to set out its goals and plans to meet them: 
 
 The council acknowledges the need to influence the housing market to better match the 

requirements of a changing population through supporting existing communities, 
reducing the level of social housing and providing the right mix of private housing in 
terms of type, price and size. 

 To ensure improvements in the quality and choice of homes. This is to be done by 
assisting in the investment of private and council house building, working in partnership 
with housing associations and investors and focusing on the necessity to keep homes 
suitably warm in winter. 

 To link the housing market with the other needs on which it impacts, be it due to the age, 
ethnicity or occupation (in particular students) of the residents. Co-ordinated housing 
plans to meet these requirements will be drawn up. 

 
Once again the role the Pathfinder can play in meeting all of these requirements is clear. The 
Pathfinder must look to build the right mix of housing to cater for the needs of the incumbent 
and potential residents, ensure a high quality of homes are built and to cater for the varying 
needs of residents. 
 
Lyons Review 
 
The Lyons review was undertaken to advise ministers on the proposition of relocating public 
servants currently employed in London and the South East to the rest of the UK. The report 
identified 27,000 jobs that could be relocated, 20,000 of which could be completed on the first 
tranche. The report also highlights the need to locate any new government offices within the 
regions as well. 
 
Given the successful move of Inland Revenue to Newcastle, the area will see itself as a strong 
candidate for the future relocations. There are a large number of incumbent residents who work 
in the public sector, and the Pathfinder area will be able to cater for the needs of migrants 
attracted to the region by any newly located government office. 
 
However, the Gershon report was commissioned to address the believed inefficiencies within 
government organisations. The Inland Revenue, located in Newcastle, has been highlighted as 
an office where wide-scale efficiency gains could be made. The number of redundancies from 
the proposed merger between Inland Revenue and Customs & Excise could be as high as 
10,000. 
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3 Setting achievable economic growth 
targets 

 
 
 
 
LEARNING LESSONS FROM OTHER CITIES 

The analysis of other cities that have achieved high rates of economic growth can provide us 
with some evidence of not only what can be achieved in terms of growth but also, and perhaps 
more importantly, how it was achieved. Here we look at the case studies of Glasgow and 
Stockholm. 
 
Glasgow – economic growth based on business services and education strength 

Glasgow has been one of the fastest-growing cities in the UK in recent years, with average 
annual growth of 3.1 per cent from 1995-2003. This compares favourably with growth in 
London of just under 3 per cent. Furthermore, this growth has come at a time of declining 
population. 
 
Glasgow’s growth has been based on a number of key areas: 
 
 Huge growth in the Business Services and Financial Services. 
 Highest employment growth of any UK city outside London. 
 The city’s infrastructure has been greatly improved. 
 Education has been a massive influencing factor through the graduate and post-graduate 

pool of residents. 
 
Newcastle & Gateshead bears many resemblances to the Glasgow economy. Both have 
significant influences from the Business Services sector, declining population and a wide 
graduate base with established universities in both cities. 
 
Given the number of similarities, Newcastle & Gateshead must assess why Glasgow has been 
able to see such strong growth whilst they have lagged behind. Though the increase in Banking 
and Insurance goes some way to explaining it, this has by no means been the sole driver of 
Glasgow’s growth. Thus, with Newcastle & Gateshead unlikely to attract large banking firms, 
focus must be put on development within Business Services and harnessing the massive 
graduate market within the region. 
 
Stockholm 

Stockholm saw tremendous growth in the late 1990s, averaging 4.6 per cent in the second half 
of the decade. The growth was not driven by any one sector in particular, with all sectors 
displaying strong growth at some stage during the period. 
 
Changes in the population and housing stock in the lead-up to this period of strong growth are 
perhaps the most interesting and relevant issues. Stockholm witnessed population growth well 
above the national levels in the 1990s, with a particularly high influx of young people. The 
majority of these people moved into the new housing stock, and as such the population is aging 
with the housing stock. 
 
The key lessons to learn here are that growth need not be focused on one particular sector: in a 
thriving economy all sectors can take their share of the spoils. Perhaps more important for the 
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Pathfinder is the impact of the young migrant workers who have driven this growth after 
moving into the new housing in Stockholm. Thus particular consideration must be given to 
attracting the type of person that will drive such growth in Newcastle & Gateshead. 
 
SCENARIO BUILDING 

One of the key requirements of the scenarios was that they were consistent with those presented 
in the emerging Regional Spatial Strategy (RSS) for the North East. Although still in 
development, the RSS presents four initial scenarios, namely Gold, Silver, Bronze and Baseline 
scenarios, which are outlined below: 
 
GOLD – North East achieves UK average gross value added per head by 2016 – equal to 
average annual growth in real gross value added of 4.9 per cent 
 
SILVER – North East achieves an average of 3.4 per cent annual growth in gross value added 
in the period up to 2016 – equal to average annual growth in real gross value added of 3.4 per 
cent 
 
BRONZE – North East achieves an average annual rate of growth in gross value added over the 
period up to 2016 equal to the UK average (2.3 per cent). 
 
BASELINE – North East achieves average annual growth in real gross value added of 1.8 per 
cent. 
 
The Gold and Silver scenarios are particularly ambitious and would require the North East to 
perform better than most European union members. Recognising this, the report goes on to 
suggest that the most likely outcome is average growth of 2.1 per cent. However, the analysis 
suggests that given some of the latent potential in the economy, the North East should plan for a 
scenario which lies somewhere between the Bronze and Silver scenario – namely the 
Recommended scenario. 
 
Here we have taken the Recommended scenario as given and have assessed the impact of this 
scenario on the smaller economy of Newcastle & Gateshead – for clarity our scenario based on 
the RSS Recommended Scenario is called the Silver/Bronze scenario. At the outset of this 
project very little information was available from the RSS on the local impacts of the scenarios. 
It was agreed with Bridging NewcastleGateshead that we required a baseline that reflected our 
view of how Newcastle & Gateshead is likely to perform in the years to 2016, and that the Audit 
Commission required a scenario that took a more pessimistic view on the future performance of 
the Newcastle & Gateshead economy. 
 
Given the region’s and sub-region’s reliance on public sector employment and output, it was 
important when building each scenario that the potential impacts of both the Lyons Review and 
the Gershon Report were considered. However, as previously discussed, the potential benefits of 
the Lyons Review to the economy of Newcastle & Gateshead and the North East could easily be 
countered by the proposed merger between the Inland Revenue and Customs & Excise, outlined 
in the Gershon report. Thus we believe that for planning purposes it is best to assume that the 
net effect of the polar forces acting on the public sector in the area will result in no change in 
employment levels. For these reasons, for each scenario, employment levels for public 
administration have taken a neutral stance with regards the Lyons review and Gershon Report. 
The RSS argued that an increasingly constrained public sector should not be seen as a primary 
engine of growth for the North East and assumed that public services account for a declining 
share of regional gross value added. 
 
Below is an outline of how each scenario was generated and the key assumptions underlying 
them. Within the context of the RSS and the encouraging trends observed at both the regional 
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and sub-regional level, we have considered two positive economic scenarios and, to meet the 
requests of the Audit Commission, one pessimistic scenario. 
 
Baseline 

‘Baseline – 2.1 per cent average annual growth in real GVA… 
…this scenario reflects how we expect the economy of Newcastle & Gateshead to grow given 
GVA growth of 1.8 per cent per annum for the North East.’ 
 
Silver/Bronze 

We have developed the Silver/Bronze scenario by aligning our baseline model for the North 
East to the CEBR’s recommended scenario for the North East. We have then shared the growth 
down to Newcastle & Gateshead using our sub-area forecast. This scenario is ambitious and 
sees the structure of the local economy continuing to change and increase its role as the driver 
of the North East economy. 
 
‘Silver/Bronze – 3 per cent average annual growth in real GVA... 
…this scenario reflects how we expect the economy of Newcastle & Gateshead to grow given a 
relatively optimistic outlook of GVA growth of 2.8 per cent per annum for the North East.’ 
  
Slowdown 
 
For the Slowdown scenario we have taken the baseline for the North East and adjusted the 
growth in output and employment over the period 2002-2016 to reflect recent and historic 
evidence (1985-2002) of sectors demonstrating slow (or negative) growth. We have then scaled 
these results for the North East to the economies of Newcastle & Gateshead. This scenario 
assumes that much of the observed recent economic growth cannot be sustained.  
 
‘Slowdown, 1.3 per cent average annual growth in real GVA.’ 
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4 Economic results 
 
 
 
 
SUMMARY 

In this section we present the results from the scenario-building exercise undertaken in the 
previous section. 
 
The baseline scenario reflects how we think the Newcastle & Gateshead economy will actually 
perform given recent strong performance. Output growth at an average of 2.1 per cent per 
annum in the years to 2016 is below that of the UK, but stronger than that of the North East. 
The baseline scenario assumes that Newcastle & Gateshead will continue to be the driver of 
growth in the North East and gain an increasing share of the regional economy. Under the 
baseline scenario, much of the increased economic output is gained from increased productivity, 
with employment increasing by around 2,000 jobs. 
 
The Silver/Bronze scenario is an optimistic scenario and assumes that Newcastle & Gateshead 
will increase its share of regional output and employment. Under this scenario, Newcastle & 
Gateshead grows at a rate above that expected for the UK. Annual GVA growth of 3.2 per cent 
in the core economic centre of the North East will help the region deliver annual growth of 2.8 
per cent. Employment under this scenario increases by 25,000 employees, but productivity gains 
are also required to achieve the high rates of growth. 
 
The Slowdown scenario is a pessimistic scenario, which paints a picture of employment decline 
and slow annual GVA growth. It reflects some of the historic structural weaknesses in the 
regional economy and assumes that much of the recent strong economic performance cannot be 
maintained. Under this scenario, employment declines by 24,000 jobs. Positive GVA growth is 
maintained, with productivity gains in line with those observed in the baseline scenario. 
 

Table 13: Economic scenarios 

Summary of Scenarios - 2016
Baseline Silver/Bronze Slowdown

GVA - average annual growth 02-16 (%) 2.1 3.2 1.3
Population - thousands 451 454 447
Employment - workplace based 254 277 228
Productivity - per head, thousands £36,000 £38,000 £36,000

UK GVA - average annual growth 02-16 (%) 2.6 n/a n/a
NE GVA - average annual growth 02-16 (%) 1.8 2.8 n/a
Source: Experian 2004  

 
EMPLOYMENT BY INDUSTRY 

Manufacturing 

Table 14 details employment by industry for each scenario. One of the key features common to 
all the scenarios is the decline in employment in manufacturing. In each of the scenarios the 
manufacturing sector that historically has been so important to the North East and Newcastle & 
Gateshead witnesses a declining share of both output and employment. In the positive Baseline 
and Silver/Bronze scenarios, the growing importance of the service sectors dominates the 
economy – attracting investment and labour at the expense of the traditional sectors. In the 
downturn scenario, manufacturing continues to contract in line with national and historic trends. 
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Public sector 

This sector has provided the largest employment gains over the previous decade. In all scenarios 
we have assumed the potential gain from the findings of the Lyons review to be completely 
offset by those of the Gershon report.  
 
In the Baseline scenario, contraction in government spending will cause employment growth to 
slow and stabilise – but an overall increase of 3,000 jobs is likely.  
 
In the Silver/Bronze scenario, the public sector benefits from increasing population, whereby 
health and social work and education will require further resources to meet the needs of the 
larger resident and daytime population. Further, this sector captures much of the growth we 
expect to witness in the cultural and creative sectors outlined earlier. For these reasons, 
employment in the pubic sector increases by almost 11,000 employees to the year 2016.  
 
In the Slowdown scenario, increased productivity gains and a contraction in government 
spending are compounded by a fall in size of the resident population and the workforce, 
requiring fewer public services such as education and health. In this scenario, employment falls 
by around 6,000 jobs.  
 
Business services 

This sector has been and will continue to be the key driver for growth in the area.  
 
Under the Baseline scenario, employment gains are achieved in this sector as its importance to 
the region as a growth centre in consulting services continues.  
 
Under the Silver/Bronze scenario, employment grows by an average of 1.2 per cent per annum. 
More importantly, the share of regional employment in this sector increases to almost 50 per 
cent, as businesses are attracted to the area, underlining its importance as the regional economic 
centre.  
 
In the Slowdown scenario, employment in the business services sector contracts as the centre 
fails to attract the skilled labour required to sustain recent strong performance. Under this 
scenario Newcastle & Gateshead lose out to other regional urban centres that are better 
equipped to offer the business environment required by this sector. 
 
Distribution, hotels and catering 

Growth in the economy will require more employment in some of the typically lower-skilled yet 
necessary sectors of the economy. Here we see strong employment growth for the positive 
scenarios in distribution, hotels and catering. This sector captures retail, wholesaling, hotels, 
restaurants and bars.  
 
In the Baseline scenario, this sector attracts a further 3,000 employees, but in the Silver/Bronze 
scenario the booming economy will require a further 9,000 jobs in this sector.  
 
The opposite is true in the Slowdown scenario, where a slowing economy with a shrinking 
workforce requires fewer employees in this sector. 
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Table 14 

Summary of Scenarios by Industry - 2016

Employees by industry Actual 2002 Baseline Silver/Bronze Slowdown
Agriculture, Forestry & Fishing 400 300 300 300
Oil & Gas Extraction 100 0 0 0
Manufacturing 26,900 19,900 22,600 16,600
Utilties 500 100 100 100
Construction 14,600 15,600 16,000 12,500
Distribution, Hotels & Catering 52,600 55,800 61,700 51,400
Transport & Communications 13,400 13,700 15,700 12,400
Finance 8,700 7,800 8,500 7,000
Business Services 37,700 40,800 44,500 34,700
Public sector 96,900 100,000 107,700 90,900
TOTAL 251,800 254,000 277,100 225,900
Source: Experian Business Strategies based on ONS data  

 
EMPLOYMENT BY OCCUPATION 

Changes in the industry mix also affect the jobs or occupations that are required. Table 15 
summarises the occupation mix that we expect under each scenario. 
 

Table 15 

Employees by Occupation Actual 2002 Baseline Silver/Bronze Slowdown
Managers & senior officials 31,000 28,000 30,300 25,900
Professional 24,400 31,500 34,100 24,100
Associate professional & technical 33,100 32,600 35,700 30,800
Administrative & secretarial 38,400 38,300 41,000 35,600
Skilled trades 26,300 23,900 25,700 20,100
Personal service 19,400 22,900 25,800 19,700
Sales & customer service 23,400 25,900 28,600 25,500
Process, plant & machine operatives 20,100 14,800 16,500 13,100
Elementary 35,600 36,000 39,400 31,100
TOTAL 251,700 253,900 277,100 225,900
Source: Experian Business Strategies based on ONS data

Summary of Scenarios by Occupation - 2016

 
 
The continued decline of the manufacturing sector is apparent in the occupational structure 
expected in 2016. Process, plant and machine operatives typically associated with this sector 
witness sharp declines for all three scenarios. These losses are most significant in the Slowdown 
scenario and, to a lesser degree, the baseline scenario. 
 
The most dramatic change in terms of the occupation profile is for professional occupations, 
which tend to be among the most highly qualified employees and the most highly paid. These 
are typically professionals associated with science and technology, health (doctors), education 
(teaching professionals) and research, architecture, accountants, consultancy and Information 
and Communication Technology. In both the Baseline and the Silver/Bronze scenario we expect 
a large number of additional professional jobs to be created in the years to 2016. These 
individuals will be required to work in the booming business services sector and also the public 
sector.  
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In the Silver/Bronze scenario, an additional 10,000 professional jobs will be created compared 
with 7,000 in the Baseline. In the Slowdown scenario, jobs in the professional occupations fall 
in line with the contracting Business Services and Public Sector. 
 
In the Silver/Bronze scenario, we expect the huge growth in professional occupations to boost 
the numbers of associate professional & technical employees. These are typically the 
occupations that provide support for the professional occupations, for example technicians, 
nurses and business and public sector support staff. However, this sector also covers the culture, 
media and sports occupations such as artists, authors, musicians, graphic designers, journalists 
and those employed in sport-related occupations.  
 
In the Baseline scenario, despite the overall fall in absolute terms in this occupation group, our 
projections suggest that there will be growth in cultural, media and sport occupations. 
 
Within the Elementary occupations, much of the growth witnessed in the positive scenario is in 
the elementary administration and elementary personal services occupations. These are typically 
staff working in hospitals, bars and other leisure establishments. These are important but often 
low-skilled support positions, required in a growing, successful economy. Typically, part-time 
workers or students will fill many of these jobs. In the Silver/Bronze scenario we expect there to 
be a further 4,000 employees in this sector. 
 
The expected growth in retail and wholesaling will directly influence the sales and customer 
service occupation. In the Silver/Bronze scenario, we expect a gain of over 5,000 employees in 
this occupation group compared to 2,500 in the Baseline. 
 
SOURCING THE SCENARIOS – POPULATION, COMMUTING AND EMPLOYMENT 

Both the Baseline and Silver/Bronze scenarios require extra workers and extra skills. In this 
section we examine the impact the scenarios will have on employment in the area. We look at 
who will take the extra jobs and what effect this may have on the population. 
 
Table 16 presents Labour market accounts for Newcastle & Gateshead as at 2001 and in 2016 
under our three scenarios, as well as population and employment rates. Labour market accounts 
show workplace employees in an area and the employment of that area’s local residents. The 
balance of this account is the net level of commuting to/from the area.  
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Table 16: Newcastle & Gateshead Labour Market Accounts, 2002-2016 

Base Scenarios 

Slowdown Baseline Silver / Bronze 

Thousands 
2001 2016 

Average 
Annual % 
Change 
2001-
2016 2016 

Average 
Annual % 
Change 
2001-
2016 2016 

Average 
Annual % 
Change 
2001-
2016 

Workplace-based employees 243 226 -0.5% 254 0.3% 277 0.9% 

Residence-based employees 170 168 -0.1% 176 0.2% 181 0.4% 
              

Total population 452 447 -0.1% 451 0.0% 454 0.0% 

Working age population 287 279 -0.2% 282 -0.1% 284 -0.1% 

                

Net in-commuting 61 45 -2.1% 66 0.4% 83 2.0% 

Employment rate 59.4% 60.4% 0.1% 62.5% 0.3% 63.9% 0.5% 

Source: Experian 2004. 
 
There are 170,000 people resident in Newcastle & Gateshead who also work within Newcastle 
& Gateshead or elsewhere. This represents 59.4 per cent of the working-age population,16 below 
the UK rate of 66 per cent. There are a total of 243,000 employees within the area. The 
difference between the residence-based employment and the workplace-based employment is 
the estimated level of net in-commuting, which is currently around 61,000 persons.17 
Interpreting this, 61,000 more people commute into the area than leave it each day for work, 
such that Newcastle & Gateshead is a net importer of labour.18 
 
Predicting commuting, migration & population 

To predict commuting we make use of residence-based employment forecasts. Given 
commuting information based upon a 10 per cent sample of the 1991 Census, and the 
relationship between workplace-based estimates of employment and these commuting patterns, 
we can predict residence-based employment from workplace-based employment.19 As 
highlighted earlier, net in-commuting is then calculated as the difference between workplace 
and residence estimates of employment. 
 
Population is predicted by way of an equation looking at the sensitivity of internal migration20 
to local economic performance. Essentially this equation captures the responsiveness of net 
internal in-migration to employment growth. In general for any given area, higher employment 
growth leads to more people moving to the area and therefore a positive impact on net internal 
in-migration. The other two components of population change, namely net international 
migration and net natural change, were assumed to equal zero and 2002 levels throughout the 
forecast period respectively. 
 

                                                      
16 The employment rate shown in Table 9 excludes those people who are self-employed. 
17 Net in-commuting refers to the difference between workplace-based and residence-based employment in an area 
adjusted for those people with more than one job (double jobbers) and a statistical discrepancy. 
18 This figure has been calibrated to Census 2001. 
19 The links between residence-based and workplace-based employment (i.e. commuting patterns) may have changed 
between the 1991 and 2001 Censuses, although we were not in a position to incorporate the 2001 data into our 
forecasting methodology. 
20 Internal migration refers to all migration between the constituent areas of the United Kingdom. 
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2016 

Looking to 2016, the baseline scenario causes population stabilisation. Both total and working-
age population are almost unchanged, even in the light of workplace-based and residence-based 
employment growth. This is symptomatic of the historical relationship between demographics 
and economic performance in Newcastle & Gateshead. The link has traditionally been weak, 
with the impact on in-migration being small relative to the change in employment. Although 
many individual-specific factors affect migration decisions, the data suggests that on average 
people have perceived a move to Newcastle & Gateshead to be less favourable than a move to 
surrounding areas or staying put. 
 
In general, however, when the economy performs well, less people migrate away from the area; 
when the economy does poorly, the number of people leaving increases. This is reflected clearly 
in the Silver/Bronze and Slowdown scenarios. In the Silver/Bronze scenario, stronger 
employment growth causes the population to increase marginally. Under the Slowdown 
scenario, population declines as people move away from the area to find work. 
 
Under the positive scenarios, the growth of employment of residents is slower than the growth 
of workplace jobs. Under the Silver/Bronze scenario, the number of workplace-based 
employees grows at a pace of 0.9 per cent per annum, somewhat faster than UK employee 
growth of 0.4 per cent per annum. The number of residence-based employees grows at a steady 
rate of 0.4 and is supported by an increased participation and a movement into employment of 
those previously unemployed. This moves the employment rate of local residents to almost 64 
per cent. 
 
In the baseline scenario, limited workplace-based employee growth is combined with resident-
based employee growth of just 0.2 per cent. Here the majority of the extra jobs are taken by in-
commuting, which increases by around 5,000 persons or 8 per cent from its current levels.  
Interpreting the results allows us to look at the sensitivities if past relationships hold.21 It would 
appear that for every 100 extra workplace jobs over the baseline in the future, we may 
roughly expect 75 to be taken by in-commuters. Of the remaining 25 jobs taken by local 
residents, fifteen will be taken by the unemployed and inactive, and 10 by migrants. 
 
Implications of the labour market accounts 

If the historically implied link between economic performance and population continues to hold, 
even the modest baseline level economic growth in Newcastle & Gateshead will result in higher 
levels of in-commuting. As growth increases towards the Silver/Bronze scenario, in-commuting 
would increase to 36 per cent above its 2001 level. This has ramifications for transport 
infrastructure and provision.22 
 
The challenge for the Pathfinder is to influence those relationships for the benefit of the area. In 
other words, given strong growth in the local economy, the Pathfinder should aim to 
provide a suitable socio-economic climate (key factors here are housing, environment and 
public services) to ensure people live in the area rather than living elsewhere and 
commuting in to work. Among other things, this requires a more responsive supply of 
suitable and attractive housing, which would attract the people who would otherwise 
commute into the regional centre. 
 

                                                      
21 These sensitivities are based upon average data about the performance of the economy and demographics. We are 
unable to separate out the effects of marginal changes or the impact of specific events/interventions. As such the 
results should be interpreted accordingly. 
22 One caveat here is that the analysis does not include any international in-migration. If international migration into 
Newcastle & Gateshead is significantly positive, the implications for commuting may not be quite as pronounced. 
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There is a level of interconnectedness between the housing market, workforce skills and 
infrastructure. In the long-run all three have a serious influence on the quantity and quality of 
local labour supply. We have not modelled infrastructure explicitly in this analysis, but an 
inadequate infrastructure prevents individuals and firms from locating in the area. Higher-
skilled individuals living in Newcastle & Gateshead, rather than on the periphery, will 
undoubtedly contribute to increased prosperity in the area. This will require housing and other 
intervention. 
 
The salient point here is that the Bridging NewcastleGateshead programme must help to 
influence the link between economic performance and demographics, such that a fast growing 
Newcastle & Gateshead has the necessary supply of housing, skilled workers and infrastructure 
that it needs to support and nurture resident-led growth. The question arising is ‘How does it do 
so?’ 
 
Could the domestic population source more of the jobs? 

One of the implications of the labour market analysis is that in whichever scenario, labour 
market capacity in its absolute sense is unlikely to constrain economic growth. The employment 
rate rises to 64 per cent in the Silver/Bronze scenario: still some way below comparable UK 
levels. This implies a degree of slack in the local labour market. In other words, a number of 
Newcastle & Gateshead residents could be enticed into employment. Table 17 shows that 
inactivity rates in Newcastle & Gateshead have been consistently above those of the North East. 
However, the rates for the two areas have been converging since 2000. 
 

Table 17: Economic inactivity 

% working age who are 
economically inactive 

  2000 2001 2002 2003 

Newcastle & Gateshead 29 27 27 27 

North East 26 26 26 26 

Great Britain 22 22 22 22 
Source: Labour Force Survey 2004. 

 
To move the inactive rate in Newcastle & Gateshead towards the rate of the UK, Newcastle & 
Gateshead needs to attract a further 15,000 inactive residents into the workforce. This is a high 
target, but it could be achievable given evidence from the Labour Force Survey of the 
aspirations of those who are inactive. Table 18 shows that in 2003-2004, 20,000 people in 
Newcastle & Gateshead were inactive but wanted a job. 

 
Table 18: Economic inactivity, working age, March 2003-February 2004 

 
Economically inactive: Numbers 

Wanting a job 20,000 

Not wanting a job 55,000 

TOTAL 74,000 
Source: Labour Force Survey, 2004. 

 
However there are numerous reasons for inactivity and this will directly determine how many 
people can be enticed into work. According to the Census, 18 per cent of those economically 
inactive are students compared with just 12 per cent for the region as a whole. If anything given 
current policy designed to encourage more people into higher education, we would expect the 
level of this type of inactivity to increase over time.  
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One of the key factors influencing inactivity is long-term illness or sickness. The Census tells us 
that of those who are inactive in Newcastle & Gateshead, over 22 per cent are permanently sick 
or disabled. This is below the rate for the rest of the region but is still well above that of 
England and Wales (16.5 per cent). 
 

Figure 10 
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Further data from the Census shows that a higher proportion of the total population believe that 
they have a long-term limiting illness than England & Wales – 23 per cent compared with 18 
per cent. Moreover, analysis of incapacity and severe disability allowance suggests that those 
who are unable to work due to illness or disability tend to be younger than for the nation as a 
whole. 
 

Table 19: Incapacity benefit, severe disability allowance and limiting long-term illness 

IB and SDA claimants aged1: 

  

Total IB 
and SDA 

claimants1 
 under 

30 30-39 40-49 50-59 
60 and 
over 

With a 
limiting 
long-
term 

illness2 

England & Wales 2426856 10% 18% 23% 34% 15% 18%

Newcastle & Gateshead 34695 12% 18% 24% 33% 14% 23%
1DWP, Neighbourhood Statistics 2004. 
2 Proportion of total population. 
Source: © Census 2001, Crown Copyright. 

 
Evidence suggests that urban areas typically have high rates of inactivity, suggesting that 
dealing with this problem is not as simple as it may at first appear. Given this, we believe that 
the local labour market can provide some of the people of working age required to move 
the Newcastle & Gateshead economy towards the high-growth scenario, but not all.  
 
Moreover, under the positive scenarios, the change in industrial structure and the subsequent 
change in the occupation profile will require a different mix of qualifications and skills. The 
baseline requires an extra 2,300 individuals qualified to NVQ level 3 and above; the 
Silver/Bronze scenario requires over 16,000 employees qualified to at least level 3. Indeed in 

Source: Census 2001 
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the Silver/Bronze scenario, over 70 per cent of these will need to be qualified to at least level 4, 
given that the current relationship between occupations and qualifications holds. In other words, 
the majority of these extra workers will require at least a degree or equivalent, which 
many Newcastle and Gateshead residents are unlikely to have. 
 
Basic skills data from 2001 suggests that a large proportion of the population of Tyne & Wear 
have difficulties with numeracy and literacy. Within Gateshead the situation is particularly 
concerning, with some of the highest rates in the country. Although recent examination results 
for Gateshead suggest a positive outlook – they have been amongst the highest of the North East 
at both primary and secondary school age – there is still concern in Newcastle, where results 
have been among the lowest in the North East.23 
 

Table 20: Basic skills 2001 

Proportion of 16 to 60 year 
olds with poor basic skills 

 
Poor literacy 

(%) 
Poor 

numeracy (%) 

Gateshead 28.2 29.3

Newcastle upon Tyne 25.8 27.2

North Tyneside 26.0 26.7

South Tyneside 29.0 30.8

Sunderland 28.8 31.1

Tyne and Wear 27.5 29.0

England 24.0 24.0

Source: Basic Skills Agency, 2001. 

 
The findings by the Basic Skills Agency appear to be confirmed by the results from the 2001 
Census, which found that around 35 per cent of the adult population of Newcastle & Gateshead 
had no qualifications. This is noticeably higher than the rate observed in England & Wales but 
is similar to that of the North East. However, the Census also shows that there is more positive 
evidence of attainment in the higher-level qualifications, with level 3 (or equivalent) attainment 
above that of England & Wales. When coupled with the attainment at NVQ level 4 and 5, this 
brings the overall skill level towards the level of the country as a whole. 
 

Table 21: Qualifications mix of the adult population, 2001 

NVQ Level: 
Area 

No 
qualifications 1 2 3 4/5 Other 

Newcastle & Gateshead 35.0 15.1 16.7 9.2 17.5 6.5

Tyne and Wear 35.2 16.8 18.1 7.6 15.1 7.2

North East 34.7 16.9 18.8 7.2 15.0 7.4

England & Wales 29.1 16.6 19.4 8.3 19.8 6.9

Notes: * All people aged 16 to 74. 

Source: Census 2001, © Crown Copyright. 
 

                                                      
23 Please refer to Table 1 in the Appendix. This table contains DfES performance statistics for Key Stages 1,2,3 and 
4. 
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Figure 11 clearly identifies both the strengths and weaknesses of the Newcastle & Gateshead 
labour force. It shows that those employed in the area have higher-level qualifications than the 
region and a similar qualifications mix to the nation as a whole. At the same time it is clear that 
there is an issue with regards to the qualifications mix of those who are unemployed or 
inactive,24 with relatively high rates of people with no qualifications in both groups. However, 
there is also evidence that there is a limited pool of highly qualified labour within these groups 
that could be utilised to drive future growth. 
 

Figure 11 
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Newcastle & Gateshead has seen considerable growth in the qualification level of its 
population, Figure 12 shows. The percentage of those with NVQ level 3+ has been moving 
away from the North East average in recent years but, more importantly, has recently crept 
above the levels seen in Great Britain as a whole. 
 

Figure 12 
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24 Inactive here is those identified in the Census 2001 as inactive and looking after home/ family, inactive who are 
permanently sick or inactive other. 

Source: Census 2001 



Economic potential of the regional centre and housing market implications  
 

 46

Graduate retention 

Improved graduate retention could also bolster the ability of the local economy to meet the 
high-growth scenarios. Data from the Higher Education Statistics Agency (HESA) provides 
evidence of graduate retention by region and for the counties/universities of the North East. 
Graduate retention in the region is already around 47 per cent, which is the fourth highest in the 
UK.  
 
Perhaps a better measure is the retention rate of all graduates in employment. This tells us that 
64 per cent of students who graduated from universities in the North East are working in the 
North East. 
 

Table 22: Regional graduate retention, 2002/03 

Retention rate of all 
graduates 

Retention rate of all 
graduates in 
employment 

Region % Rank % Rank 

North East 47% 4 63% 4 

North West 51% 3 67% 3 

Yorkshire & The Humber 39% 8 52% 8 

East Midlands 33% 12 43% 12 

West Midlands 33% 11 44% 11 

East 38% 9 51% 9 

London 46% 6 61% 5 

South East 34% 10 45% 10 

South West 40% 7 52% 7 

Wales 46% 5 61% 6 

Scotland 61% 2 81% 2 

Northern Ireland 64% 1 86% 1 
Source: Higher Education Statistics Agency, 2004. 

 
Further evidence from HESA25 suggests that locally, graduate retention is high, with 41 per cent 
of the home universities graduates working within Tyne & Wear. However the rate is over 50 
per cent when considering just those in employment. 
 

                                                      
25 Higher Education Statistics Agency. Retention refers to recent graduates employed in the area. 
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Table 23: Graduate retention in North East by university, 2002/03 

University 
of Durham

The 
University of 
Newcastle-
upon-Tyne

The 
University of 
Northumbria 
at Newcastle

The 
University 

of 
Sunderland

The 
University of 

Teesside
Darlington 35 14 41 21 120 76 231
Durham 240 89 208 145 158 442 840
Hartlepool 24 8 30 27 133 65 222
Middlesborough 52 35 61 30 446 126 624
Northumberland 19 100 225 76 10 401 430
Redcar & Cleveland 22 1 4 13 80 18 120
Stockton-on-Tees 105 28 42 28 276 98 479
Tyne & Wear 262 763 2,185 869 100 3,817 4,179

North East 759 1,038 2,796 1,209 1,323 5,043 7,125
Outside North East 1,518 982 910 442 408 2,334 4,260
Not Applicable or not known1 1,129 829 706 509 511 2,044 3,684
Total 3,406 2,849 4,412 2,160 2,242 9,421 15,069
Retention Rate (of all graduates) 7% 27% 50% 40% 20% 41% 47%
Retention Rate 2 (of graduates in employment) 11% 38% 59% 53% 26% 52% 63%

University Geography
Postcode DH1 3HP NE1 7RU NE1 8ST SR2 7EE TS1 3BA
UA/County Durham Tyne and Wear Tyne and Wear Tyne and Wear Middlesbrough

Source: HESA, Experian 2004

Location of Employment
Tyne and 

Wear Total

Notes: 1 Not Applicable includes those who are not working, unemployed or undertaking further study. Unkown accounts for 2 cases in the North East

North East
Institution

North East 
Total

 
 
The positive scenarios can only assist the retention of local graduates and may also help to 
attract graduates from other universities in the surrounding region, such as Durham and 
Sunderland. 
 
The evidence above suggests that there is a degree of polarity in the skills set of the Newcastle 
& Gateshead population. There are above average levels of higher qualifications evident, and 
this is improving, but it is still offset by worryingly high levels of poor basic skills. 
Furthermore, there exists only a limited pool of highly qualified inactive labour resident in the 
area. However, there are signs that local graduate retention is high and evidence available on 
skills gaps suggests that employers in Tyne and Wear are able to fill the jobs they currently have 
with suitably skilled staff. 
 
In summary, there will be opportunities for local residents to fill the ‘jobs gap’. It is unlikely 
that there will be enough sufficiently well-qualified local residents in the short term, but in 
the long term there will be an opportunity to attract qualified workers to live in the area 
and fill any additional jobs.  
 
Working with partners to reduce economic inactivity and improving the skills set of the 
whole population should be seen as key to Bridging NewcastleGateshead’s vision, but it 
should also be considered as a long-term goal. Our research suggests that any short-term 
employment gains will be taken by in-commuters and for that reason, the housing needs of 
these individuals should be considered in any strategic plans. 
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5 Housing market implications 
 
 
 
 
INTRODUCTION 

This section outlines the implications of the economic scenarios on the housing market of 
Newcastle & Gateshead. Experian has developed an Excel-based Housing Demand Model to 
predict the likely pattern of demand for housing within Newcastle & Gateshead. The key factors 
that determine future housing demand – namely demographic, economic and socio-economic 
change – drive the model. 
 
THE HOUSING DEMAND MODEL 

The Newcastle and Gateshead Housing Demand Model identifies potential changes in demand 
from two sources: 
 
a) The change in indigenous demand 
 
As the level and age composition of population changes in an area, so does the demand for 
accommodation. In effect, more households means more demand. To this change must be added 
the contribution of socio-economic change. As economic activity increases and incomes rise, 
better-off people may require and be able to afford a different housing mix. 

 
b) Demand from potential in-migrants 
 
This will depend on job prospects in Newcastle & Gateshead and on the new-build programme. 
 
Indigenous demand 
 
The traditional approach to project households and hence demand for housing is to look at the 
prospective level of the natural change in population, migration and changes in household size 
and structure. As mentioned above, however, projecting migration in an area such as Newcastle 
& Gateshead that is not a distinct and coherent housing market is potentially complicated and 
will depend, among other things, on policy decisions on demolitions and new build in the area 
that affect available supply. 
 
Accordingly, our approach for this study was to take the population projections derived from the 
economic scenarios and translate them into household projections. This approach implicitly 
assumes that the level of migration presented in the scenarios is what can be expected 
based on historical trends, hence the scenarios can be viewed as possible futures ‘Without 
Pathfinder intervention’. 
 
The population projections for three scenarios are presented below. In summary, the baseline 
scenario has population stable between 2001 and 2016 and is consistent with a population 
stabilisation strategy. It represents a significant break with the recent downward trend in 
population in Newcastle & Gateshead. Population in the Silver/Bronze scenario increases 
slightly by 2016 and declines under the Slowdown scenario, given the weak relationship 
between employment prospects and net-migration discussed earlier. 
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Figure 13 
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A change in the level of the population tells only part of the story about current and future 
housing demand. An understanding of the propensity of people of different age groups to form 
households is also needed. 
 
This necessitates a two-stage process. The first is to identify the population in Newcastle & 
Gateshead that is able to form households. This involves subtracting the institutional population 
(e.g. nursing homes, hospitals and prisons) from total population using information in the 2001 
Census of Population. The level of people in institutional establishments is kept constant at the 
2001 level in all three scenarios. 
 
The second stage is to identify households by the age of the head of the household using 
information from Census 2001.26 These are projected forward using a mixture of the impact of 
ageing on household type and information on the propensity of one household type to form 
another, based on official local area household representative rate projections from Anglia 
University.27 This approach means we can explicitly model future changes in household size 
and the formation of new households based on current and projected social trends. 
 
Table 24 shows the impact of that modelling on the projection of one-person households. A 
clear upward trend in the proportion of one-person households is evident, particularly within 
Newcastle itself. The trend-based projections are driven by the many well-documented social 
changes that clearly impact on household formation rates. Examples of these changes include 
the increasing share of one-person households across all age groups over the next decade, and 
the decline in married couple households. 
 

                                                      
26 A household comprises one person living alone, or a group of people (not necessarily related) living at the same 
address with common housekeeping – that is, sharing either a living room or sitting room or at least one meal a day. 
27 Anglia University are the official suppliers of household projections to the Office of the Deputy Prime Minister 
(ODPM). 
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Table 24 

1991 2001 2016
Newcastle 13 16 20
Gateshead 18 20 20
Newcastle and Gateshead 31 35 40
Source: Anglia University(1996 Based projections), Census 2001

Proportion of one-person households (%), by District

 
 
Table 25 presents the impact of combining the population projections for each scenario with the 
household representative rate data. 
 

Table 25 

Summary of Scenarios - 2016
2001 Baseline Silver/Bronze Slowdown

Total Population 452 451 454 447
Household Population 444 443 446 438
Institutional Population 8 8 8 8
Households 196 209 210 206
Average Household Size 2.27 2.12 2.12 2.12
Source: Experian 2004  

 
Taking the baseline scenario to start, the figures imply a big increase in the number of 
households to retain the assumed population. On baseline, there is an increase of 13,000 
households over 15 years, an average increase of 900 per year. Even the Slowdown scenario 
projects an increase in the number of households, as the fall in average household size more 
than compensates the decline in population. 
 
If a target is set to house the additional 5,000 net in-commuters forecast in the baseline scenario 
to help source the employment gains, and if we assume an average 1.11 economically active 
persons per incoming household, this translates into 300 extra households a year over 2001-
2016. This gives a total net requirement of 1,200 extra households per year, a little under the 
pre-consultation RSS figure for Newcastle & Gateshead of 1,312 net extra households per year 
for 2004-2016. 
 
To remain within the RSS house-building figures for Newcastle & Gateshead, our projections 
suggest that if the Silver/Bronze economic scenario is achieved, Newcastle & Gateshead can 
accommodate around 5,000 of the 22,000 additional net commuters projected to source the 
required level of jobs in Newcastle & Gateshead by 2016. We focus on the potential housing 
requirements of commuters later in this chapter, and address the type of property most likely to 
attract migrants into Newcastle & Gateshead. 

 

Table 26 

Increase in net in-commuting Baseline Silver/Bronze Slowdown
0 873 965 722

(Baseline)  5,000 1,219 1,311 1069
(Silver/Bronze)  22,000 2,397 2,489 2,247

Source: Experian

Average Annual increase in Households 2001-2016
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Having set out the potential level of housing demand from the indigenous population, the next 
step is to identify the likely demand for accommodation by tenure and type of property.  
 
The tenure pattern of areas is closely related to their socio-economic mix. This can change over 
time and, as a result, so can its pattern of housing demand. The socio-economic profile can 
change because of shifts in the mix of housing provision or simply because of changes in 
aspirations. Here we concentrate on changes that are related to economic and demographic 
change. 
 
For our Housing Demand Model we have chosen to use the Mosaic classification as a measure 
of socio-economic mix. We know the make-up of the various Mosaic groups in terms of their 
labour market status and we can use this information to infer likely future changes in the socio-
economic mix as a result of economic and labour market changes. For example, higher 
unemployment rates are associated with a higher share of Municipal Dependency households. 
Other key variables are the occupational mix of employment, levels of economic inactivity and 
the size of the retired population, the assumptions of which are drawn from our economic 
scenario analysis highlighted in Chapter 4. 
 

Table 27 

Summary of Scenarios - 2016
2002 Baseline Silver/Bronze Slowdown

Symbols of Success 4.1 5.1 5.5 4.6
Happy Families 6.0 6.4 6.5 6.3
Suburban Comfort 11.6 12.0 12.3 12.0
Ties of Community 14.8 14.5 14.3 14.7
Urban Intelligence 8.8 9.3 9.4 8.6
Welfare Borderline 12.8 12.1 11.9 12.6
Munipical Dependency 21.3 19.6 19.3 20.0
Blue Collar Enterprise 9.9 9.8 9.8 9.8
Twilight Subsistence 5.8 5.7 5.5 6.0
Grey Perspectives 4.8 5.4 5.4 5.3
Rural Isolation 0.1 0.1 0.1 0.1
Total 100.0 100.0 100.0 100.0
Source: Experian 2004  

 
In the baseline and Silver/Bronze scenarios, the socio-economic projections suggest a shift 
towards Mosaic groups that are symptomatic of a developing economy, with employment 
moving towards high value-added industries. Households classified as Symbols of Success 
(typically people with rewarding careers who live in sought-after locations, affording luxuries 
and premium quality products), Happy Families (families with focus on career and home, 
mostly younger age groups now raising children) and Urban Intelligence (which includes the 
Mosaic type Town Gown Transition that captures young, single and mostly well-educated 
people, cosmopolitan in tastes and liberal in attitudes) gain an increasing share of the household 
socio-economic mix of Newcastle & Gateshead. 
 
With economic activity rates rising and the unemployed proportion of the labour force falling, 
households classified as Welfare Borderline and Municipal Dependency lose out in share. Both 
these groups capture people and families on lower incomes who are struggling to achieve 
rewards and are mostly reliant on the council for accommodation and benefits. These people 
often live on large council estates where there is little owner occupation. 
 
Grey Perspectives represents independent pensioners living in their own homes who are 
relatively active in their lifestyles. This group has a small share in the base year, but is 
anticipated to increase its share due to demographic shifts in the population (ageing population). 
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We have estimates of the propensity of each Mosaic group to accommodate property by tenure 
(owner occupied, registered social housing – RSH – etc) and type (detached, semi-detached etc). 
These propensities, which are based on a combination of data from, among other sources, 
Census 2001 and council tax information, are applied to the Mosaic household projections. The 
results are presented in Table 28. 
 

Table 28 

Tenure (%) (000s) (%) (000s) (%) (000s) (%) (000s) (%) (000s)
Owner occupied 51.0 99 55.4 108 56.9 119 57.8 121 56.6 117
RSH 40.0 78 33.8 66 32.5 68 32.0 67 32.8 68
Private Rented 9.0 18 9.6 19 9.4 20 9.0 19 9.4 19
Other 0.0 0 1.2 2 1.2 2 1.2 2 1.2 2
Type
Detached 6.0 12 8.6 17 9.6 20 10.0 21 9.0 19
Semi detached 35.5 69 38.1 74 38.8 81 39.1 82 38.3 79
Terraced 31.3 61 27.9 54 26.8 56 26.3 55 27.5 57
Purpose built flat 25.6 50 20.4 40 19.9 42 19.6 41 20.3 42
Converted or shared house 1.5 3 5.0 10 5.0 10 5.0 11 5.0 10
Source: Experian 2004

20162001
Actual

Projected change in demand for housing, by tenure and type

1991
Actual

2016 2016
Baseline Silver/Bronze Slowdown

 
 
Tenure profile 

Based on current housing occupation patterns and projections of household and socio-economic 
change, the tenure profile changes towards owner occupation and away from registered social 
housing. The owner-occupied sector increases in both share and level terms on the back of 
better jobs and higher incomes for local residents, even under the Slowdown scenario. 
 
Our projections suggest a decreasing share of social renters that translates into a small increase 
in level terms, across all three scenarios. This is consistent with our impression that demand for 
social rented housing in GB is increasingly coming from: 
 

• younger single persons at the start of their housing career, especially in areas where there 
is little pressure on social rented housing and a relatively small private rented sector – this 
may well lead to higher turnover rates, as younger tenants tend to move more frequently;  

 
• older social renters, persons looking to trade down to a smaller property, or homeowners 

seeking to access social housing (including sheltered housing) to avoid property 
maintenance responsibilities etc. This will depend on whether the housing aspirations of 
older people are met; and 

 
• those with community care housing needs, including people with learning difficulties 

seeking to live independently of their parents and those moving on from institutions and 
from other residential settings – the household profile of this group tends to be 
overwhelmingly single people. 

 
However, recent trends in the right-to-buy market in Newcastle and Gateshead would result in 
faster growth in the owner-occupied sector and a declining share for social rented housing than 
implied by our model. The same is true of the potential alternative approaches for getting on to 
the housing ladder, such as shared equity, that Bridging NewcastleGateshead are looking into. 
 
To get a feel for the numbers involved in the right-to-buy market, Figure 14 presents the take-up 
of RTB in Newcastle and Gateshead and the Pathfinders Area over the past three years. 
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Figure 14 
Annual Right-to-Buy sales, 2001 to 2004 
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The impact of owner occupation on our projections should these trends continue is self-evident. 
If the take-up of RTB continues at an average of 500 transactions per year between 2004 and 
2016 – a conservative estimate that is less than half of the average annual take-up over the past 
three years – then the distribution of tenure mix will shift significantly towards the owner-
occupied sector and away from registered social housing. 

 

Table 2928 

Projection - no RTB (%) (000s) (%) (000s) (%) (000s)
Owner occupied 56.9 119 57.8 121.4 56.6 117
RSH 32.5 68 32.0 67.2 32.8 68
Scenario - 500 pa
Owner occupied 61.6 129 62.5 131 61 127
RSH 27.8 58 27.3 57 28 58
Source: Experian 2004

Baseline Silver/Bronze
20162016 2016

Slowdown

Impact on tenure mix of including 500 RTB sales per year 2004-2016

 
 
Aspirations will also affect future tenure mix. Our model does not explicitly model individual’s 
aspirations (or changes in tenure patterns), which, by their nature, are complex: even if they can 
be realised in terms of affordability, for example, it may still not be possible for an individual to 
find something that meets their particular requirements. Moreover, as people gain more wealth, 
their aspirations are likely to change. To this end the model captures this wealth effect, in that as 
people move to higher occupations they move to ‘better’ Mosaic groups where this group 
typically has a different demand for property. 
 

                                                      
28 Results shown for the whole of Newcastle and Gateshead to enable comparison with our housing model. 
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Type of housing 

The projections show emerging demand for detached and semi-detached properties, driven by 
the Mosaic groups Symbols of Success, Happy Families and Suburban Comfort. Terraced 
properties and purpose-built flats show weak demand, reflecting the declining influence of 
Mosaic groups typically associated with occupying this type of housing, in particular Ties of 
Community, Welfare Borderline and Municipal Dependency. That said, we are aware that the 
weak demand for flats and terraced properties will reflect the quality and location of properties 
currently occupied by different socio-economic groups, which show a bias towards RSH 
properties and those located in older neighbourhoods. 
 
Our household projections, combined with the Mosaic projections set out above, show an 
emerging need for more one-bed and two-bed properties. (We are, though, aware that the 
demand for space can change even within given household types or socio-economic groups and 
that public sector allocation policy can make current housing occupation patterns a poor 
indicator of actual and future demand.) 
 
Although the proportion of terraced properties and flats is set to fall, demand will still exist for 
smaller, affordable, entry-level properties (which will typically be one-bed and two-bed houses 
and flats). These are required not only to meet the demands of newly forming households but 
also to boost graduate retention and attract and retain the young and well-educated Urban 
Intelligence. Given the socio-economic behaviour of this group, this too suggests that although 
there will be demand for flats and smaller terraces, the expectations in terms of quality and 
image of property will be very different to those seen in the past for an economy based on 
shipyards, coal and manufacturing. This finding is consistent with the findings from the 
‘Gateshead Supply/Demand Analysis’ 2002 and ‘Newcastle Housing Requirement Study 2003’. 
 
There is a need, however, to exercise some caution in inferring that small households equate to 
small properties. Such a presumption is a topic of much controversy and debate. Recent research 
into the preferences of social renters and owner occupiers in Knowsley,29 a borough in the North 
West of England, showed a desire to consume more rather than less space, and statistical 
analysis shows that Newcastle & Gateshead has a very similar Mosaic profile to that of 
Knowsley. 
 
Other factors will also greatly influence the demand for housing in a given area but cannot 
easily, nor sometimes effectively, be incorporated into a housing model such as that used here. 
The importance of aspirations was outlined earlier but it was noted that these cannot always be 
realised. Indeed, aspirations will include other factors which themselves can influence the 
demand for housing. The wider physical environment, which includes infrastructure, provision 
of green spaces and public services, will all affect people’s perceptions of an area and hence 
where they choose to live. 
 
The quality of housing provision is also important. The mix of new build will generally help 
retain the indigenous population as well as attract in-migrants, as it can improve the quality and 
perceptions of an area. In the Gateshead Housing Needs Survey and the Newcastle Housing 
Requirements Study, of those who had moved in the last five years, 20 per cent and 15 per cent 
respectively cited the need to move to a better home as the main reason why they had moved. If 
new build presents the opportunity to move to bigger properties and better neighbourhoods 
within Newcastle & Gateshead, then it will reduce the extent of out-migration. 
 
Data from Census 2001 shows a net out-migration from Newcastle & Gateshead of 500, mainly 
to North Tyneside, which has a broader range of high-quality properties and one of the highest 

                                                      
29 Knowsley sits just outside of the Merseyside Pathfinder area and is symptomatic of an area suffering from low 
housing demand. 



Economic potential of the regional centre and housing market implications  
 

 55

proportions of new build as a proportion of its stock in the North East. Interestingly, North 
Tyneside is the home of the largest net exporter of commuters to Newcastle & Gateshead. 
 
Some in-migration and out-migration will inevitably take place regardless of what is happening 
in the Newcastle & Gateshead housing market. Nonetheless, there is considerable anecdotal and 
theoretical evidence supporting the view that migration itself will depend on new build in the 
two boroughs. 
 
Attracting in-migrants 
 
Our labour market analysis, presented in Chapter 4, indicated that attracting in-migrants into 
Newcastle & Gateshead would help source the employment gains needed to meet the baseline 
and Silver/Bronze scenarios. 
 
To understand the housing requirements of potential in-migrants, we have drawn from two data 
sources. The first is Daytime Mosaic. Daytime Mosaic profiles the socio-economic 
characteristics of people who work in Newcastle & Gateshead, drawing from a range of 
information including Census origin/destination by occupations data. The Daytime Mosaic data 
set has been combined with the residence-based Mosaic profile to establish the socio-economic 
characteristics of commuters.  
 
Figure 15 presents the Mosaic profile of net commuters to Newcastle & Gateshead, for those 
Mosaic groups that constitute more than 10 per cent of net-commuters. The key feature of the 
chart is that over 80 per cent of commuters are characterised by just five Mosaic (socio-
economic) groups, who are typically employed across the medium-skilled to higher-skilled 
occupational jobs such as professionals and technical workers.  
 

Figure 15 
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Given our understanding of the Mosaic profiles of commuters, we can establish the likely 
housing requirements of those people currently commuting into Newcastle & Gateshead in the 
same manner as for the indigenous population, namely by using our Housing Demand Model. 
 
The projections show that to meet the current housing occupation pattern of commuters, the 
property mix should focus on detached and semi-detached properties, in the medium to larger 
property category. The projections imply that providing new, purpose-built flats will do little to 
attract commuters to migrate to Newcastle & Gateshead.  
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Figure 16 

Estimated Housetype of Residents and In-Commuters to Newcastle and Gateshead
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Survey data from the Gateshead Supply/Demand Analysis backs up the model’s findings. The 
supply/demand analysis showed that employment is the most important factor in determining 
in-migration into Gateshead and that 46 per cent of households who moved into Gateshead over 
the last five years currently live in 3-bed and 4+ bed properties. In Newcastle, the majority of 
in-movers to the borough also moved for employment reasons. 
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6 Next steps/monitoring 
 
 
 
 
SHORT-TERM ACTIONS 

1. Ensure consistency of approach with other local initiatives, especially those relating to 
long-run supply-side factors such as workforce skills and participation enhancement. 
Improving the housing and social environment in the Pathfinder area without enticing 
the people living there from inactivity to participation could prove detrimental to the 
outcome of the intervention. 

 
2. Regularly monitor regional and local economic performance with respect to the 

scenarios used in the hope of spotting possible deviations early and acting accordingly. 
Consider a subscription service for regularly updated UK, regional, and local-level 
economic data. 

 
MEDIUM-TERM ACTIONS 

Medium-term actions relate to measuring the success of the intervention. 
 

1. Relative Performance Evaluation of the Intervention. 
 
Create a method of assessing how house prices are changing in the Pathfinder area relative to 
Newcastle & Gateshead as a whole, the North East, the UK and possibly other pathfinder areas. 
The rationale here is that if the Pathfinder intervention is working, changes in relative prices 
should reflect this. The key issue is that increasing prices in an environment of house-price 
inflation may be misleading.30 The Pathfinder area has to realise a positive increment in the 
house-price change premium to infer that the gap is closing and the scheme is succeeding.  
 
One feasible way of doing this is to look at quarterly data from the Land Registry, which is at a 
detailed enough level to allow Pathfinder area statistics robust enough for analysis. The 
premium may be defined as: 
 

ititit AHPPHPPREMIUM ∆−∆= %%  
 

Where: 
 
PREMIUMit is the Pathfinder premium in house price change at time t for property type i 
%∆PHPit is the house price change in percentage terms of property type i in the Pathfinder area 
%∆AHPit is the house price change in percentage terms of property type i in the relevant 
comparison area (North East, UK, other Pathfinders areas?) 
 
The premium is obviously significantly negative at present. It filters out that element of change 
in house prices attributable to the general market environment and affords a way to see how 
things are progressing. (Note that even falling prices in a world of faster falling prices will see 
an improvement in the premium.) 
 

                                                      
30 As indeed are falling house-prices in a deflationary environment. 
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One caveat is that any process of performance measurement must be sensitive to the vagaries of 
data at a local level, in so much as decisions should not be taken solely on the basis of one data-
point bucking the trend.  
 
NB. This rationale can be extended to sales activity, which may prove more suited to an area 
characterised by low housing sales. 
 

2. Making use of internally available statistics. 
 
Doubtless the pathfinder has ownership of statistics relating to housing tenure etc not available 
in the public domain. Examples include waiting lists for public rented property, and incidence 
of right-to-buy. These should be monitored for signs of improvement (or worsening). If these 
statistics are not of the quality or format required for accurate measurement of performance, it 
should be a priority to make them so. 
 

3. Surveys & key stakeholder consultation. 
 
Notwithstanding the problems associated with stakeholder consultation around such a project – 
such as unrealistic aspirations – a regular survey of the inhabitants of the Pathfinder area to 
determine progress/perceptions of the scheme on the front line could be advantageous. This may 
prove to precede any sign of improvement seen through data, as most local data takes some time 
to be made available. 
 

4. Establish best practice in data collection/management. 
 
Given that the Pathfinder encompasses two local authorities and numerous organisations, it is 
likely to prove beneficial to ensure that any new work undertaken in the housing field is 
compatible between organisations. 
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FUTURE RESEARCH 

The findings of our study highlight the likely broad implications for population and housing 
demand for the regional centre under a range of economic and employment scenarios. They will 
provide useful evidence in response to the Audit Commission’s scrutiny report on the proposals 
set forward by Bridging NewcastleGateshead in their first prospectus, as well as helping to 
inform the next Scheme Update. 
 
However, this report should neither be used in isolation nor be viewed as an end in itself. 
Additional research is needed to supplement and reinforce the housing implications section of 
this study. Particular emphasis should be placed on obtaining a much clearer understanding 
about the origin of people who move into Newcastle and Gateshead, their demographics, socio-
economic characteristics, previous tenure type and reasons for choosing to move. Such a study 
should also emphasise those who have recently chosen to move into the Pathfinder Area. 
 
Our findings report the current situation and how we expect it to change by 2016, given the 
various scenarios and assumptions underlying our model. There is no time profile in the 
analysis. Accordingly, we suggest that our findings be considered against outstanding planning 
applications and the housing allocations articulated in the final agreed Regional Spatial 
Strategy, as the type of planned new build will influence the attractiveness of Newcastle and 
Gateshead as a place to live to both commuters and current residents. 
 
The Housing Demand Model developed for this study does not explicitly model aspirations. 
Instead it focuses on the economics of housing demand by considering the likely pattern of 
demand by tenure and type of property for people who are both willing and able to move 
property. Information should be drawn from housing needs studies to address the housing 
aspirations of people who would like to move but are unable to do so as they are financially 
constrained. The analysis will possibly focus as much on providing suitable registered social 
housing as broadening the offer in the low-cost owner-occupied sector, in order to help people 
get onto the bottom rung of the housing ladder. 
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2Key Stage 3 3Key Stage 2 4Key Stage 1 

1Key Stage 4 Mathematics Science English Mathematics Reading Writing Maths 

LEAs 

% 
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5 A*-C 
GCSEs1 

LEA rank 
in the 
North 
East 

% 
Achieving 
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level 5 

LEA rank 
in the 
North 
East 

% 
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at least 
level 5 

LEA rank 
in the 
North 
East 

% of 
pupils 
who 

achieved 
at least 
level 4 

LEA 
rank in 

the 
North 
East 

% of 
pupils 
who 

achieved 
at least 
level 4 

LEA 
rank in 

the 
North 
East 

5% of 
pupils 
who 

achieve
d at 
least 

level 2

LEA 
rank in 

the 
North 
East 

% of 
pupils 
who 

achieved 
at least 
level 2 

LEA 
rank in 

the 
North 
East 

% of 
pupils 
who 

achieved 
at least 
level 2 

LEA 
rank in 

the 
North 
East 

Hartlepool 48 5 69 9 64 6 78 2 78 2 86 3 82 3 91 4
Middlesborough 40.5 12 63 11 54 12 73 11 72 11 81 9 78 9 88 9
Redcar and Cleveland 48.5 4 70 6 64 6 78 2 76 5 86 3 82 3 90 6
Stockton-on-Tees 45.5 8 70 6 64 6 77 8 77 4 86 3 82 3 92 3
Darlington 47.6 6 73 3 65 4 78 2 75 8 84 7 79 8 89 7
Durham 46.3 7 71 5 65 4 77 8 76 5 - - - - - -
Northumberland 55.9 2 77 1 71 1 78 2 74 10 89 1 87 1 94 1
Gateshead 61.3 1 73 3 67 2 78 2 78 2 85 6 82 3 91 4
Newcastle upon Tyne 45.3 9 61 12 55 11 73 11 70 12 81 9 77 10 87 10
North Tyneside 52.2 3 75 2 66 3 81 1 79 1 89 1 86 2 94 1
South Tyneside 44.1 10 70 6 58 10 78 2 76 5   - - - - -
Sunderland 44 11 69 9 59 9 76 10 75 8 84 7 80 7 89 7
NORTH EAST 48.3 - 70 - 63 - 77 - 75 - - - - - - - 
1GCSE and Equivalent results for young people in England, 2003/04 (provisional), DfES 2004. 
2Key Stage 3 tests results for 2004 (provisional), by Local Education Authority and GORs, DfES 2004. 
3National Curriculum Assessments and Key Stage 1 to Key Stage 2 Value Added Measures for 11-year olds in England 2003/2004 (Revised). 
4National Curriculum Assessments of 7 Year Olds in England, 2004 (PROVISIONAL). 
5 Durham and South Tyneside LEAs are 'trial' authorities and not included in the published statistics. 

 


