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WOLF: I’m standing in the Silicon Valley of the 19
th

 century, the place that 

made the modern world. I’m by a revolutionary bridge which used hydraulics to 

swing open and shut in order to export modern armaments across the globe. But 

it wasn’t just hydraulics and armaments - this place pioneered the modern 

railway engine, it was a leader in chemicals, in electric light. It was abuzz with 

ideas and inventions. And where am I? I’m on Tyneside. And when you say 

‘Tyneside’ today people don’t automatically think about inventions and 

entrepreneurship. They’re much more likely to think about a region in decline, a 

region with hardship, a region with poverty, and a region about which 

government is always trying to do something. But should governments try to do 

things about regions - or would they be better to just leave well alone? 

 

MUSIC: Dire Straits ‘Southbound Again’  

 

SEGUE: 

 

CALLAGHAN: If you look at where the drivers for the Industrial Revolution came, 

it was often from the North, it was often from individuals, it was often people with 

inventive ideas and the ability to make those happen. What’s happened in the period 

since is that London has become by far and away the dominant economic force in this 

country. 

 

SEGUE: 

 

PROPPER: When you look at a quality-of-life index as opposed to just an earnings 

index, you find that your money goes much further outside the South East: lower 

congestion, better schools in many areas and a higher quality of life. 

 

SEGUE: 

 

ROWAN: The South East, London in particular, has a greater problem of distribution 

of wealth than in generating wealth; whereas in the North East we simply have a 

problem of generating wealth. 

  

WOLF: Actually, at the moment, generating wealth seems to be everybody’s 

problem. Hence our increasingly fraught debate about rebalancing the economy 

and getting growth. Perhaps the last thirty years in the North-East have lessons 

for the rest of England. Have levers pulled in Whitehall changed a region’s fate? 

Or has London just sent money up to no effect, year after year, while population 

bleeds into the congested south, and regional gaps widen? Do any policies make a 

difference? Or is what happens in the end not about governments at all? (to Ian 

Dormer) So what’s in these? 

 

DORMER: This’ll be test equipment. I’m not sure exactly what’s in this. Well those 

are test leads, but basically … (fades under) 

  

WOLF: Ian Dormer is Managing Director of Rosh Engineering, and also the 

Chairman of the Institute of Directors which speaks nationally for small and 

medium businesses. From its base in the North East, his company services 

complex equipment across the UK - stuff like the electricity substations at the 



 

 

heart of the national grid. And while he was once sucked down to London, he 

came back. 

 

DORMER: Would you believe I started off my life as a journalist and I was living in 

London and it got to the point where I realised that there were too many people in too 

small a place; I was going to have a very low quality of life in the South East of 

England. So what I decided to do when my father was running this business (Rosh 

Engineering) out of the front bedroom, and he said, “Look if you want it, you can 

have it. I’m sixty years of age.” He said, “I want to retire in two or three years’ time.” 

And that’s how I made that shift. 

 

WOLF: Was your family from the North East from way back? 

 

DORMER: Not at all. My parents are from Buckinghamshire. I was born and raised 

the first eleven years in Leicestershire, so we’re very much imports. 

  

WOLF: What brought your parents North East? It was not a time when most people 

were coming north. 

 

DORMER: No, we moved here in 1975 and my father came to take over a factory. 

He was working for a big industrial conglomerate and he became the general manager 

of a manufacturing plant. But he started Rosh Engineering because they decided to 

close the plant. By then we were all settled, we were all happy as a family, so 

although they offered him a job back down south, he said, “No, I don’t want to move”  

 

WOLF: An immigrant success story, in fact. Once, this was common. In the 19
th

 

century Tyneside, Teesside and Wearside were booming as entrepreneurs tapped 

natural resources and transport links - the rivers and the sea that took goods out 

to the whole world. But then, in the second half of the 20
th 

century, heavy 

industry died. 

 

DORMER: (driving in car) I think that’s one thing. I think when you’re in business, 

you often accept the fact that industries change and we change how we and what we 

do in our business and you have to reinvent yourself. Now you don’t just have a … 

(fades under) 

 

WOLF: Ian Dormer drove me along the Tyne, and yes, change is hard to ignore. 

But not all of it is reassuring. Up river from the city centre you follow a classic, 

anonymous dual carriageway: grass, shrubs, glossy car dealerships. But I’ve seen 

old photos of this spot. William Armstrong, inventor and entrepreneur 

extraordinary, founded works which sprawled for miles along this river. The 

Japanese bought themselves a navy here, off the shipyard shelf. All across the 

North East, the sites of demolished factories have been landscaped or 

re-developed. But economically, the gaps have gone on widening. The North East 

and South East are further apart today than when Thatcher fell - or than when 

Blair took office. 
 

HENDERSON: The North of England shouldn’t be seen as falling further and further 

behind areas like London and that being inevitable, but actually it’s got an untapped 

economic potential that we need to release. 



 

 

WOLF: Graeme Henderson is from IPPR North, a left-leaning think-tank 

established by its larger London parent, and, like it, a believer in activist 

government. Just last year, through a ‘Northern Economic Futures 

Commission,’ they offered another set of policies that will supposedly do 

something for - and to - the north. There have been plenty such ideas over the 

years - in fact one recent minister described his own government’s regeneration 

initiatives as a ‘bowl of spaghetti’. But there is still a lot of support for what’s 

known as ‘active industrial policy’. Paul Callaghan chairs the Leighton group, a 

Sunderland based IT and publishing enterprise. He also headed the now defunct 

regional development agency for the North East. He thinks that governments can 

stimulate growth and entrepreneurship. 

 

CALLAGHAN: We have a very high set up rate of IT businesses and that’s really 

coming out of the universities. We have five universities within a population of only 

2.5 million, quite a high density of universities, so we’ve got a lot of graduates. If we 

set up the infrastructure, the advice, the mentoring, the access to finance, then many 

of these younger people are trying to set up businesses. What we haven’t got is a real 

tradition of entrepreneurship here. 

 

WOLF: If you look at Newcastle, the North East, historically, there was this amazing 

burst of entrepreneurship not so long ago which came out of nowhere. 

 

CALLAGHAN: Yes. 

 

WOLF: Why won’t it come out of nowhere this time? 

 

CALLAGHAN: Well I think what happened was the North East, particularly during 

the 19
th

 century and the 20
th

 century, gradually became a region dominated by 

large-scale employers - some of which were in the public sector, some of which were 

nationalised industries, and some of which were big multinationals. So we had a 

relatively small proportion of people who were coming from what you might describe 

as entrepreneurial families. There was no parental encouragement towards 

entrepreneurship because you know lawyers breed children who become lawyers, 

academics breed children who become academics. 

 

WOLF: Callaghan’s interests go well beyond the North’s traditional industries: 

but manufacturing does always loom large in any talk of economic rebalancing. 

And in the North East I was struck by how often people talk about Nissan, whose 

Sunderland car plant is famously the most productive in Europe. Graeme 

Henderson: 

 

HENDERSON: Nissan is always used as the great success story in the North East. 

We really need ten Nissans, and in different industries as well. And I think while 

Nissan is a excellent success story for the North East, in terms of the North East’s 

exports it’s highly reliant on Nissan and it’s not good to be so reliant on one industry, 

let alone one company.  

 

WOLF: And Kevin Rowan, Head of the TUC’s northern region for the last 

decade, thinks that the dominance of Nissan is part of a broader problem.  

 



 

 

ROWAN: I think everybody is really anxious about Nissan continuing to be 

successful. But equally in oil and gas and in the subsea sector where the region 

probably has around sixty to seventy thousand people working, there’s a small 

number of companies that anchor that sector in the regions. 

  

WOLF: Rowan too is convinced that government plays a critical role. ‘Picking 

winners’ is a phrase that is firmly out of fashion: people haven’t, yet, forgotten 

the vast losses at the Ravenscraig steel mill in Scotland or at De Lorean cars in 

Northern Ireland. So today, the talk is of ‘pump-priming’ and ‘de-risking’ - 

ways to help nervous private investors to get started. Though still with 

government money. 

 

ROWAN: Where I think there is a continuing case for ongoing government and 

public sector investment is on developing new industries and developing new jobs 

and opportunities and developing sectors. We know that in this region we’ve got the 

potential, because of our geography and our geology, to capitalise on the renewable 

sector and manufacturing around offshore wind, wave technology as well as other 

renewable sectors. But that’s still you know in relative terms a risky investment for 

the private sector. 

 

WOLF: So planning still has its advocates. In spite of decades of failure, it’s 

possible to believe that next time, we’ll get the policies right. But it doesn’t seem 

long since every region of England saw financial services as a potential saviour. 

Are renewables really different? And as for manufacturing, every rich country 

has seen it decline as a percentage of GDP, and even more as a source of jobs. 

Manufacturing today is for small groups of people plus robots; and competition 

is global and continuous. Ian Dormer can track the changes in the electrical 

equipment that he imports. 

 

DORMER: I reckon the French are struggling now because there are some very large 

plants being built in China, in Malaysia, in Spain, India, producing the same 

equipment, same quality at a fraction of the price. 

 

WOLF: And are today’s policies any more effective in helping regional 

businesses than they were when governments were picking winners? Ian Dormer 

doubts this, from personal experience. 

 

DORMER: I had a government grant to move here. It was there, it was available, 

they were very nice to help me out and I took it because if somebody was going to 

give me free money, I was going to take it because the next guy will. But it wasn’t 

necessary. I’d much rather be unleashed rather than pumped.  

 

WOLF: So when you took regional money because why not, it was on offer, from the 

national point of view that was actually just a waste of money. 

 

DORMER: Yes, completely, there’s no two ways about it. Whether you see it as 

regional money, whether it was national money, I can’t really remember. But yes, the 

government gave me money for doing something I was going to do anyway. It was 

not money well spent. 

 



 

 

WOLF: Many people think this applies to regional policy generally. ‘Not money 

well spent.’ Analysts argue that, while thirty years of regional initiatives and 

grants have come and gone, exactly the same regions, and indeed the same cities, 

are now doing well, or badly, as before. But perhaps there is one thing 

governments should spend on - something which is flavour of the year with all 

political parties and supported by everyone I’ve met in the North East. 

Infrastructure. It is easy to agree on sorting out local transport bottlenecks. But 

beyond that, is this the killer purchase, the one that will finally rebalance the 

regions? Personally, I love driving in the north already. You can move. Often at 

speed. But what people here yearn for - perhaps on the back of High Speed 

Rail’s popularity - is something transformative. Or at least transformative of 

their region’s image. The TUC’s Kevin Rowan: 

 

ROWAN: The two main sources for transport infrastructure are road and rail. Now 

we’re seeing High Speed 2 on the agenda to link up the North West and the Midlands 

with the South East. The North East doesn’t feature in that at all, so we need to invest 

in our rail infrastructure. And we’re not part of the national motorway network, which 

is bizarre. 

 

SEGUE: 

 

DORMER: You look at a road map. The blue line stops at Newcastle. We’re a dead 

end. Now that’s only perception, but if we can break that perception, put a motorway 

all the way up to Edinburgh, put a motorway across to Carlisle, we will look as well if 

not better connected than anywhere else be it inward investors, and equally just in 

terms of our connectivity. For my business and lots of other businesses, we could get 

to market a lot quicker, a lot safer and a lot faster.  

 

WOLF: Ian Dormer. Politicians love showy infrastructure. It’s a present for a 

region that is suffering, a way to give people their ‘fair share’ of national 

spending. And in the North East’s golden years, transport infrastructure was 

central to success. The region exported to the whole world, by sea; and it built 

for both shipping and the railways. But Harvard Professor Ed Glaeser, who’s 

one of the world’s leading urban economists, thinks we draw the wrong lessons 

from the past. Transport infrastructure was indeed critical to 19th century 

success, but in a way that no longer holds for Western societies. 

  

GLAESER: In those days infrastructure was having a huge difference on the 

accessibility of these places. Now we’re starting off at a much higher base, so the 

ability of incremental marginal investments in infrastructure to make a huge 

difference is much more limited. I think the other two reasons why this is popular, 

why people make this mistake, is that infrastructure tends to be very visible, it’s very 

showy. You can build some new thing and declare that you know ‘Durham is back’ or 

what have you, and it looks great for a cover of a newspaper even if doesn’t do any 

particular lasting good. And of course there are particular interests that benefit from 

building infrastructure and will always be campaigning for more of it. 

 

SEGUE: 

 

 



 

 

CRAFTS: Essentially the main deficiencies in infrastructure in Britain are probably 

in the most prosperous regions, not in the poorest. 

 

WOLF: Nick Crafts, Professor of Economic History at the University of 

Warwick. 

 

CRAFTS: Now there clearly are congestion hotspots in regions outside the South 

East, they deserve to be addressed, but the worst of the congestion problems are in the 

most prosperous parts of Britain. 

  

WOLF: You do seem to be suggesting that governments in pursuit of economic 

growth should put more money in the places that are already successful rather than 

using investment to try and even up the odds. Is that politically possible and is that 

really economically sensible in the long-term? 

 

CRAFTS: I think what we need in the long-term is a portfolio of successful cities, 

successful agglomerations if you wish. They might well be across the country rather 

than just in the South East, although I don’t think anyone else is going to replicate a 

financial sector agglomeration of the type London has. So in that context, I think what 

we need is a system which allows successful cities to expand and part of our problem 

is the constraints on expansion of successful cities. 

 

WOLF: Of course, constantly expanding cities are not necessarily a great place 

to live. Somewhere like the North East, in comparison, can offer a great quality 

of life - as long as incomes don’t drop precipitously. The UK central government 

has had two long-standing policies designed to channel money into regional 

economies and keep their incomes, and demand, up. First, moving government 

jobs out of London, and secondly, paying public sector workers a national rate. 

Till recently, both were uncontroversial. But the idea of paying people the same, 

across the country, has come under growing attack. I’ve contributed to this 

myself, and argued in a think tank pamphlet that national bargaining is far too 

rigid - we should all have individual contracts instead. Carol Propper is 

Professor of Economics at London’s Imperial College and the University of 

Bristol and is an expert on public services. And, as she explains, if you pay 

teachers the same in high wage and low wage areas, this has a big impact on 

where they want to live and work. 

 

PROPPER: There’s a kind of history of young teachers coming out of training, going 

into London schools, giving all their energy to those schools for two, three years. 

Then they take a look at the housing market. They take a look at their wages and they 

think well I could do so much better if I moved to Leicester or if I moved you know to 

somewhere like the North East. And that’s exactly what’s happened in those labour 

markets for a long time, giving schools and hospitals problems with recruiting staff. 

 

 

 

 

 

 

 



 

 

WOLF: So this isn’t just about ‘deprived regions’. It’s about what happens in 

London, or Kent, or Cheltenham as well. We need to realise that life outside the 

South East can be much better for someone like a teacher. You get literally twice 

the house for your money in the North East today as you do in under-supplied 

London. In hospitals, when researchers look at who lives and who dies, they find 

that low wage, low cost regions benefit - they attract good medical staff whose 

wages go so much further than in the expensive South East. 

 

PROPPER: One of the focuses currently actually is on the opposite of quality - how 

many people don’t survive when they were meant to survive - and that’s a measure 

that researchers have used quite a lot, partly because it’s quite difficult to fake. You 

can’t fake whether somebody exits a hospital dead compared to exiting alive; whereas 

other measures that government tends to use are subject to gaming.  

 

WOLF: So are you saying that there are hospitals in deprived areas where fewer 

people are exiting dead than you would have expected compared to hospitals in places 

which we tend to think of as really pretty advantaged like the South East? 

 

PROPPER: Put starkly - yes exactly, that’s what our research showed; that more 

people died in the South East than we would have expected given the nature of the 

South East.  

 

WOLF: This doesn’t mean that people all live longer in the North East: we know 

they don’t. But on average they are living longer than people who have the same 

basic health but live in the affluent south because south eastern hospitals are, on 

average, doing a worse job. If public sector wages are high by local standards, 

this is good for schools and hospitals but can be bad for private business. It can 

make it harder to get good employees, harder for entrepreneurs to grow or 

indeed survive. And the negative effects seem clearest for manufacturing, the 

very thing everyone wants to encourage. But in the North East they find 

arguments of this sort deeply disquieting. Businessman Paul Callaghan:  

 

CALLAGHAN: At the moment people in the public sector are so worried about their 

jobs that they are looking for jobs elsewhere and I think that we’ve got a situation 

here  if we did go to regional pay, which would necessarily push down the pay of 

teachers and nurses and doctors, it would make it even less attractive to come here. 

We would actually reduce the quality of our public services.  

 

WOLF: You can see why people worry. Getting the future economy right is all 

very well - but having money come out of the economy now is pretty frightening. 

And there’s an even more urgent concern. The North East economy is heavily 

dependent on people getting, and spending, benefit money: it has the highest 

unemployment rate and the highest rates for long-term sickness benefit in 

England. And benefits are about to fall. By 2015, Middlesbrough, a particular 

North East black spot, is likely to lose over £700 a year for every adult of 

working age. That’s five times as much as in wealthy parts of the south. So the 

TUC’s Kevin Rowan is understandably aghast at the idea of public sector wages 

dropping. 

  

 



 

 

ROWAN: We did some analysis that said for every one per cent that workers in the 

North East don’t get paid compared to other workers that do, then we lose around 

eighty to ninety million pounds from the North East economy based on current public 

sector employment. So that’s eighty or ninety million that’s not being spent in the 

high street, not being spent in the corner shops and elsewhere. That money’s got to 

come from somewhere. If we keep taking money out of the economy, then we end up 

damaging the economy long-term. Far better to invest and pay people a decent wage 

for a job. Secondly, I think if  wages are always better somewhere else then people 

are always going to want to move somewhere else. You don’t grow sustainable 

economies based on squeezing wages 

 

WOLF: And the South does pull people - since we spoke, Rowan himself has 

moved to TUC Headquarters. In London. But is it right to see this as a problem 

for governments to solve? Have policies that prop people up, rather than 

encouraging them to leave, been cruel not kind? In the 19
th

 century, thousands 

flooded into Newcastle, Sunderland, or County Durham, from villages 

impoverished by agricultural depression. No government tried to help them stay 

at home instead. Are we completely unrealistic in thinking that old industrial 

communities can and should be ‘saved’? Harvard’s Ed Glaeser. 

 

GLAESER: I think there’s relatively little that can be done. Now I do think it makes 

sense to work around the edges. I think it makes sense to invest in kids, to make sure 

there’s as much education as can be produced there. It’s worthwhile wondering 

whether or not there are regulatory barriers that can be eliminated in these areas to 

allow more entrepreneurship to flourish, but I would be cautious about any large-scale 

attempt to try and bribe people to stay in these places. 

 

WOLF: So you don’t think that government should make a priority of trying to push 

large amounts of subsidy and support into that type of place? 

 

GLAESER: We should help poor people, not poor places. 

 

WOLF: In an English context, that suggests a North East in continuing decline, 

and an ever more wealthy but congested East and South East, a mega-city in the 

making. And it suggests a new sort of regional policy too, one that focuses on 

accelerating this process, not fighting it. Paul Callaghan, Sunderland 

entrepreneur, finds the idea appalling for the country as a whole. 

 

CALLAGHAN: If you simply accept that the market will determine that London will 

grow and grow and grow - both attracting more population, more congestion, more 

pressure on land and resource - then I think that we will get to a stage where we 

actually are disadvantaging the country, and therefore if we say we don’t care we’ll 

just let the regions go into a managed decline. And people have suggested this. We’ve 

had think tanks who’ve actually come out and said there is no justification for the 

Liverpools and the Sunderlands; let the population all drift to the South East. It is 

such a waste of resources, it is such a misunderstanding of what the potential of this 

country has for the future. 

 

SEGUE: 

 



 

 

CRAFTS: The key issue there is not killing off Sunderland; it’s actually making sure 

that Oxford or Cambridge can grow. 

 

WOLF: So Warwick professor Nick Crafts wants to take Oxbridge domination a 

whole level higher! But suppose he was in charge of regional policy. What, I 

asked him, would be the one piece of advice he’d like government to take. 

 

CRAFTS: It would be make it easier for workers to commute and migrate to where 

the successful jobs are found. I don’t know whether this would be taken. I hope it 

would be taken. 

  

WOLF: And then what? The whole South East might indeed become a 

mega-city; but perhaps, also, the economic tide would turn. It wouldn’t just be 

teachers or nurses who might head north, escaping crazy house prices and 

congestion. A new generation of entrepreneurs could pick North over South. 

Professor Carol Propper thinks that they well might. 

 

PROPPER: I think we forget that everywhere north of the Watford Gap is not some 

ghastly industrial desert and there are some very nice areas outside London - 

Cumbria, areas like Huddersfield - where schools are very good, services are very 

good, and local people benefit from the fact that it’s a lower outside wage economy. 

 

WOLF: So rather than seeing everywhere outside London as somewhere that 

deserves charity and needs help, should we be thinking more in terms of the costs of 

living in the South - worse health, difficulty getting good teachers, congestion, house 

prices? 

 

PROPPER: I think undoubtedly you find that your money goes much further outside 

the South East: lower congestion, better schools in many areas and a higher quality of 

life.  

 

WOLF: This would be a rebalancing: but built round lots of individual choices, 

not government policies or a stream of subsidies. Some places, especially on the 

former coalfields, will struggle, whatever. But looking at Newcastle, with its fine 

streets and glorious countryside, it’s not so hard to believe. And back on 

Tyneside businessmen like Ian Dormer dream of such a revival, inspired by 

those Victorian giants. 

 

DORMER: If you go back in history, we had the entrepreneurs. By heavens, look at 

Armstrong! He was one of the greatest entrepreneurs that this country’s ever had. You 

know I’d put him up there above Brunel. But no, so we have got it. All we need to do 

is not knock it. We need to motivate it, we need to encourage it, we need to actually 

make sure that all the facilities are in there for the people to succeed. 

 

 

 

 

 

 

 



 

 

WOLF: (Fx market) I’m sitting in the Grainger Market in Newcastle after a very 

good pie for lunch. It’s an old and fantastic covered market, a great place to 

shop. And while parts of this region are clearly having a very tough time, here on 

Tyneside there isn’t a feeling of inevitable decline. What strikes me about this 

city is not just that it has some fantastic buildings, but that it has a very long and 

very varied history of innovation and ideas of all kinds. It may never dominate 

the world again. But the idea that its future will be determined by some regional 

policy created in London is very implausible. 


