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GRIM UP NORTH? 

INTRODUCTION 

The government has two laudable aims to reduce the crippling budget deficit and rebalance 

the economy.  

We understand the latter objective to involve addressing the North/South divide- specifically 

the gaps in skill, productivity and income that have characterised the recent decades under 

successive governments.  

We are enthusiastically committed to that goal. 

Attempting this in a time of severe budgetary restraint is extraordinarily ambitious and 

challenging. The government has far less money to invest in order to stimulate these 

desirable changes and arguably needs to target resources more effectively than the previous 

government. 

We wholly support the long-term need to make the regional economies not only more 

successful but more resilient and self-sustaining. 

Part of that process is to make the north less dependent on ebb and flow of public 

expenditure and boost the private sector. In this respect there has been some success. 

Part of that too is the transfer of financial and other powers to the regions. 

In addition it must be ensured that the North secures its fair share of government investment 

and sufficient to have a transformative and not simply a palliative effect. 

This is a point which has already been made by Lord Heseltine and is underlined by the 

recent observation by the Business Secretary on the dangers of London “draining life “ out of 

the regions. 

With that in mind we believe we have demonstrated that due to the fragmentation of the 

diminished funding streams emanating from Whitehall, there is another emerging gap. This 

is the gap between the government’s aspiration and delivery. 

The abolition of the regional Government Offices has made it easy to miss the unequivocal 

truth that the total impact of government spending reduction has been disproportionately felt 

in the North. 
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This is counter to government strategy and it is our view that the next budget offers a 

significant opportunity to get the strategy back on course through  appropriate corrective 

measures. 

Encouragingly, many pieces of the Coalition’s plan are in place 

1- Jobs in the private sector are being created (at an annual rate of 100,000 

compared to an annual drop of 50,000 in public sector jobs in the NW. However, in 

the NE the loss of public sector employment almost cancels out private sector jobs 

growth, with public sector jobs being better remunerated) 

2- Employment is rising and unemployment falling (though regional unemployment  

as a percentage of the total workforce has nudged down by only 1% or less) 

3- The rapid increase in apprenticeships is helping to close the skill gap - an 

undoubted 64% increase (though only 13% in traditional engineering crafts) 

4- The Pupil Premium has added resource to schools in poorer northern areas 

and helps to address long term issues of  social mobility (though on average 

according to PESA statistics spending on education in the South has risen by 6.8% - 

compared with a 2.9% average in the North- partly explained by growth in pupil 

numbers) 

5- Significant decisions on infra-structure schemes , delayed under the previous 

government, have been made and schemes given the go ahead. (However far 

fewer of the schemes are ‘active’ or ‘in construction’ compared with London- 

principally due to their long lead in times and the priorities set by the previous 

government) 

6- Progress is being made on financial devolution to the regions via City Deals etc 

(though critically devolution of transport funding to TfN has slowed apace and no 

northern body has yet comparable powers to Transport for London) 

However, if we are serious about closing the North/South divide it is also necessary for the 

government to re-examine its spending priorities and profile. All recent economic data is 

showing marked regional variations in the pattern of recovery, though as studies from 

PriceWaterhouseCooper and Centre for the Cities have shown there are significant 

economic hotspots in all areas of the country. The aim of rebalancing the economy remains 

a crucially important aspiration. 
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 This requires significant changes in the pattern of spending in Whitehall and we do 

not underestimate the institutional obstacles to that. 

It take a long time to change the Whitehall mindset and the political voice of England’s 

northern regions has been both muted and misunderstood in successive governments. 

‘Muted’ because of the limited representation of northern voices inside the corridors of 

power. 

‘Misunderstood’  because the voice of the North has been unduly mediated through the 

northern Labour Party fiefdoms that have been adversarial in opposition and acquiescent in 

government.  

There is little evidence that the Labour party with a significant proportion of  northern MPs, 

ministers and cabinet ministers in their 14 years of government  made the rebalancing of the 

regional economies an effective priority.  

Arguably at times resources were wasted on misguided regeneration schemes that 

demolished more than they built.   

It is not in the interest of the country or regions in the North for this government to be either 

as half-hearted as its predecessor but equally it is no-one’s interests to ignore what evidence 

shows us. (1)  

There is clear scope for more ‘game changing’ action which does not start, finish or even 

centre on the distant prospect of a High Speed Railway. 

The next budget represents an opportunity for such action. 

 

 

 

 

 

(1) It is worth noting the comments of Howard Bernstein, Chief Executive  of Manchester that 

despite substantial reductions in local government spending (30%), the total net government 

spend in the Greater Manchester area remains relatively unchanged as DWP benefits rise 

accordingly. 
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THE LOCAL GOVERNMENT SETTLEMENT 

Funding for local government has dropped significantly over the last 4 years. Alongside the 

reductions in funding, changes in the funding formula have meant that some areas have 

seen their local settlements reduced by higher or lower than average amounts 

One way of demonstrating the unequal effect of cuts is to look at the two extremes of the 

local government settlement. 

If we look at the 50 councils that 

have had to face the biggest 

overall cut in per head funding 

since 2010/11 we find that over 

half of these are in the North. This compares to just one in the South outside of London. The 

councils most affected in London tend to be in inner London.  

When we look at the 50 

councils who have faced the 

smallest cut in their budget we 

see almost exactly the opposite 

picture. 

Southern councils make up 46 of 50 of the least cut councils in England. Only one Northern 

council makes the list, Cheshire East which is the most southerly of all the North West 

councils. More remarkably every 1 of the 10 least cut councils are in Surrey. This is 

particularly astonishing as there are only 10 councils in Surrey. Having taken places 1 

through 10 with no other council managing to break in is little short of incredible. 

 

 

 

 

 

 

 

Table 1 - The Top 50 Biggest Cuts 

Northern Councils 26 

Midlands Councils 8 

Southern Councils 1 

London Councils 15 

Table 2 – The Top 50 Smallest Cuts 

Northern Councils 1 

Midlands Councils 2 

Southern Councils 46 

London Councils 1 
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REGIONAL GROWTH 

The government has sought to claim that the Regional Growth Fund and Local Enterprise 

Partnerships are helping to create jobs in the regions particularly, the North. Money from the 

Regional Growth Fund is clearly helping to create jobs and boost the regional economies.  

However, it is noteworthy that the amount of money being spent by the government through 

the Regional Growth Fund and the Local Enterprise Partnerships is much less than was 

being spent by the Regional Development Agencies, that were abolished in the early days of 

this government. 

Furthermore RGF money has failed to materialise as quickly as expected. By April 2014 the 

government had hoped it would have spent £1.8 billion through the Regional Growth Fund. 

This has now been rounded down and then expectation is the government will have spent 

just £1.15 billion meaning that funding is 36% lower than anticipated. The government hopes 

to make up for the shortfall in 2015. 

An illustration of the loss of funding can be seen from comparing the North West Regional 

Development Agency spending and the Regional Growth Fund spending across the whole of 

the UK. 

Table 3 2011/12 2012/13 2013/2014 3 Year Total 

Regional Growth Fund £465m £160m £529m £1,154m 

 2008/09 2009/10 2010/11 3 Year Total 

North West Regional 

Development Agency 

£383m £393m £234m £1,010m 

Difference £82m -£233m £295m £144m 

 

The table above shows a comparison of the first three years of the Regional Growth Fund 

which spends money across England and the North West Development Agency which was 

the Regional Development Agency serving the North West. 

The table shows that the RGF which serves the whole of the England has managed to 

spend an average of just £48m per year more than the NWDA. In fact, in 2012/13 the 

Regional Growth Fund spent just £160m across the UK. This amount is less than the 

amount spent in any year by the North West Development Agency before its abolition. 
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When we combine each of the Regional Development Agencies and compare the whole of 

the Regional Development Agency program with the Regional Growth Fund we can see the 

massive disparity in spending. 

It should be noted that a number of sources alleged that Regional Development Agencies 

were wasteful or could have used their money better. This is, however, irrelevant to the 

overall level of funding they receive in the first instance.  

The chart below shows just how big the gap between public spending on the RDAs and the 

RGF is. 

Spending In £m by All Regional Development Agencies & The Regional Growth Fund 

 

This does not, however, paint the full picture. A trend under the current government has 

been to move away from the one large source of income that was the RDAs and provide 

regional money in different guises.  

So while Labour used RDAs for all of its regional growth spending the coalition is using; The 

Regional Growth Fund, The Growing Places Fund, City Deals, Local Enterprise Partnerships 

and Enterprise Zones.  In addition the government is, too this day, paying a large amount in 

legacy funding to the Regional Development Agency Projects. 

A fairer way to calculate the difference in spending on regional growth would be to combine 

the coalitions many regional growth programs into one figure for regional growth. When we 
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do this we get a better picture of the government in 2011/12 suggesting that the coalition 

increased spending on regional growth from £1.4bn in 2010/11 to £2bn in 2011/12. 

The data still however, shows that 2012/13 was a remarkably poor year. Even with all 

regional monies combined, the government spent just £273m. This represents a cut of over 

85% on the previous year. This was more than five times lower than the lowest amount ever 

given by the Regional Development Agencies. 

 

Spending In £m on Regional Growth 

 

The government will argue that the money given by funds, like the Regional Growth Fund, is 

successfully leveraging a higher level of investment from the private sector and this is 

helping to plug the gap. While this is theoretically possible the government tends to claim 

that every pound spent by the Regional Growth Fund sees £6 spent by the private sector. 

This compares favourably to the Regional Development Agencies who achieved a 1:1 ratio 

of public to private funding. Under RDAs the figure rose to £4.5 per pound spent when the 

money was spent on infrastructure.   

Even if we assume that the RDAs only matched the taxpayer’s money and that the Regional 

Growth Fund earns the tax payer six times their stake the figure for investment in 2012/13 

would still equate to the lowest over the period covered. Indeed if the government are 
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attracting a six fold return on their investment it means that failing to spend on such a 

dramatic level has cost the economy billions.  

Even if the government had only managed to match the previous low of 2010/11 £7.99bn 

extra in private sector investment could have been leveraged. 
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EUROPEAN MONEY 

Away from the cuts in domestic budgets the European Union has continued to enjoy cash 

increases, though real terms decreases, in its budget. So has European money plugged the 

gap in regional spending that has been created by the rolling back of UK government 

spending? 

Firstly we can look at the European Social Fund and the European Regional Development 

Fund. The ESF and ERDF allocate funding in 6 year cycles and the latest round to be 

announced is for 2014-2020.The money from this round of the ESF and ERDF will be given 

to LEPs.  

The previous funding round was 2007-13 and under the previous system the money was 

allocated to regions such as the North East, West Midlands etc. There were 3 exceptions to 

this; Cornwall was treated separately because it was a Convergence Objective area and 

both Merseyside and South Yorkshire where treated separately as they were phasing-in 

regions. 

It is impossible to compare exactly on a regional level the 2007-13 and 2014-2020 spending 

rounds because a small number of LEPs cross regional boundaries. However table 4 shows 

an estimation of funding based on money being assigned to the larger area where LEPs are 

split. 

Table 4 - Change in ESF & ERDF Spending By Round & Region 

 

2007/13 2014/20 Change 

North West 1100 1,137 3.3% 

Yorkshire and Humber 825 928 11.1% 

West Midlands 650 735 11.6% 

North East 522 742 29.7% 

East Midlands 435 431 -0.9% 

London 561 749 25.1% 

South West 785 909 13.6% 

East of England 285 328 13.1% 

South East 208 404 48.5% 

England 5371 6,363 15.6% 

 

Table 4 shows that some extent European money is helping to plug the funding gaps left by 

the UK government. Overall UK funding from ESF and ERDF has increased by around 15%. 
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The only region which has suffered a cut on these figures is the East Midlands however the 

figure there is lower than is truly the case because figures for the Sheffield City Region are 

included in the Yorkshire & Humber Region because despite the fact East Midlands towns 

such as Chesterfield and Bolsover are included in the city region the majority is in Yorkshire 

& The Humber. This does mean it is probable that in fact every region of the UK has seen an 

increase in its ESF & ERDF spending. 

However what is obvious is that the increase in 

spending has not been uniform. Table 5 shows 

what happens when we split the country into 

North, Midlands, South and London.  

We can see a clearer picture of where spending 

has increased the most. London and the South 

have both seen their budgets increase by in excess of 20% while the North and, in 

particularly, the Midlands have seen much smaller increases in their funding.  

This is particularly disappointing given that one goal of regional development money is to 

shift power away from a London-centric outlook. If more regional money is being focused on 

the south it is possible that northern tax payers are worse off because of the ESF & the 

ERDF. 

 

 

 

 

 

 

 

 

 

 

 

 Table 5 2007/13 2014/20 Change 

North 2447 2807.6 12.8% 

Midlands 1085 1166.2 7.0% 

South 1278 1640.8 22.1% 

London 561 748.6 25.1% 
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OVERALL SPENDING ON SERVICES 

The government budget has been cut in real terms over recent years in efforts to reduce the 

deficit. However in cash terms the government’s domestic outturn expenditure on services 

has increased around £10bn from £543.6bn to £553bn. In England the figure has risen by 

almost £7bn from £444.2bn to £450.9bn. The latest figures relate to 2011/12 with 2012/13 

figures expected this July. 

So the average change in UK expenditure on services in cash terms between 2009/10 and 

2011/12 is a 1.5% increase. This would equate to a drop in cash terms in every region of the 

UK. However it is clear from the data that some regions have enjoyed greater proportional 

increases in spending than others.  

Table 6 - Change in Services Spending By Region 

Areas Cut Areas Increased <1% Areas Increase  1-2% Area Increased >2% 

North East West Midlands North West East Midlands 

London Yorkshire & The Humber  South East 

   East 

   South West 

Source: PESA1 

Table 6 shows the changes in UK government spending on services by region. The detailed 

data ranges from a 0.1% cut in real terms funding in the North East to a 3.5% increase in 

services spending in the South West.  

When we take into account inflation 

and look at the real terms numbers 

we are able to see a better picture of 

the cuts in services spending. The 

table on the right shows the real 

terms cuts faced by the Regions of 

the UK ranked from the South West 

at the top who have seen service 

spending cut by the lowest amount to 

the North East who have seen the 

biggest cut.  

Table 7 - Real Terms Change in Services 

Spending 2009/10 to 2011/12 By Region 

South West -1.4% 

East -1.9% 

South East -2.2% 

East Midlands -2.3% 

North West -3.3% 

UK Average -3.3% 

Yorkshire & The Humber -4.3% 

West Midlands -4.3% 

London -4.7% 

North East -4.9% 
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The three regions that make up ‘the South’ are the ones hit least by the real terms spending 

decreases on services. The North East has had to deal with real terms cuts over 3 times 

larger than the proportionate amount the South West has. 

In some areas departmental spending has increased by as much, if not more, in the north. 

These areas included defence spending, public order & safety and housing & community 

amenities. The north has fared worse in areas such as health, education and most crucially 

of all economic affairs. The health stats may be explained by a move from using deprivation 

as the key component of the funding formula to using age instead. However the category 

which is of primary and immediate necessity during our tough economic times has been 

economic affairs. This covers Science & Technology, Employment Policies, Enterprise & 

Economic Development, Agriculture Fisheries & Forestry and Transport. 

The category of economic affairs is one which has seen particularly large cuts since 

2009/10. In that year identifiable Economic Affairs spending in England was £31.2bn by 

2011/12 this had reduced to £25.6bn a cut of 17.7%. This can be compared to the public 

order and safety budget which was £26.6bn in 2009/10 and has only been cut to £25.2bn. 

So the economic affairs budget has suffered cuts over three times as large as public order 

and safety. 

Economic Affairs is also the category where we see the biggest divide between the south 

and the rest of the south. The cut in the three southern regions was 13% compared to 21.5% 

in the North and 26.3% in the Midlands. London saw a cut of 13.4%. 

So apart from questioning the logic of focusing bigger cuts on the Economic Affairs budget 

there are also grounds to question why it is the North and Midlands saw cuts up to twice as 

big as London and the South.  

The calculations looked at on per head basis paint a different picture but still one which is 

not terribly good for the north. What becomes clear is that London receives a far greater 

share of spending on a per head basis.  London receives £799 per head on economic affairs 

spending compared to just £373 per head in the West Midlands.  

Worse still the picture is changing to become more skewed towards London not less. When 

equalised for population London received 18% of all Economic Affairs spending by 2011/12 

it has risen to 19%. This is because, while all regions have been cut, some have been cut 

more than others. Table 8 shows the differences in the levels of spending cuts suffered by 

each region. 
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Table 8 – Cut in Per Head Spending On Economic Affairs By Region

 

A further breakdown in provided by the PESA statistics which shows how each region has 

done in the five areas that make up Economic Affairs. These are; Science & Technology, 

Employment Policies, Enterprise & Economic Development, Agriculture Fisheries & Forestry 

and Transport. The table below shows how each region compares. Regions in red have 

suffered worse than the England average cuts in a given sector and those in green have 

suffered less than average. 

Cut in Spending On Economic Affairs By Region & Type 

 

Science & 

Technology 

Employment 

Policies 

Enterprise & 

Economic 

Development 

Agriculture, 

Fisheries & 

Forestry 

Transport 

North -7.8% -23.2% -50.6% -2.7% -15.8% 

Midlands -8.0% -32.9% -52.8% -6.2% -25.1% 

South 2.2% -24.3% -32.7% -8.1% -12.2% 

London 2.0% -30.5% -44.0% -42.0% -8.9% 

 

This table shows the North having to accept greater than average cuts in 3 of the five 

categories of Economic Affairs spending and the Midlands suffering worse than average cuts 

on 4 out of 5 categories. The South has, in every single category of economic affairs 

spending, been cut by less than the English average. 
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