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Cluster Stage Depth Employment Significance

Agriculture/food (processing, beer) mature shallow growing national
Automotive (assembly) established shallow growing national
Chemicals (organic) established deep declining national
Clothing mature shallow declining national
Electrical industrial equipment mature unknown declining national
Electronics established unknown growing national
Furniture manufacture mature unknown declining regional
Metal processing ship repair & industrial equipment mature unknown declining national
Plastics (primary, industrial products) mature shallow growing national
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The region has 51 ‘high points’ and 150 industries in
which it is over-represented, by comparison with the
UK. Its over-represented industries employ 21 per 
cent of the workforce. Based in the specialisation
index, the region is, excluding London and Northern
Ireland, at the top end of the range (i.e. it is relatively
highly specialised).1

4.1 REGIONAL CLUSTERS

4.1.1 Metal processing, ship building 
and industrial equipment

Reflecting the region’s historical strength in steel and
shipbuilding, this cluster contains 25 industries of
which 6 are ‘high points’. Despite employment 
having declined by one third during the 1990’s, the
cluster still employs over 40,000 people and it remains
the region’s largest. The cluster can be divided into
sub-clusters as follows:

� The production of basic iron and steel (along with
aluminium). However, it is believed little steel feeds
into the region’s steel using industries. Additionally,
there are some basic inputs (e.g. coal, scrap) and
initial processing. However, many early stage
processing industries (e.g. rolling, casting and
forging) are surprisingly small.

� A variety of basic iron and steel products such 
as tubes, drums, containers, and metal carpentry
products for construction. 26 companies (2,700
employees) in Darlington and Stockton-on-Tees
produce the latter.

� Ship repair and large-scale metal fabrication 
(e.g. oil rigs for the North Sea). 

� Industrial equipment ranging from lifting, handling,
concrete crushing, ventilation and cooling
equipment to products such as taps, valves, air
compressors, filters and machine tools.

A reasonable capacity in general mechanical
engineering and strength in engineering consultancy
including, for example, naval architecture support the
cluster. While the region is over-represented in the
manufacture of machinery for metallurgy, it is a very
small industry. Most equipment is now imported.

A review of the products made by these industries
emphasises their historic links to shipbuilding. For
example, ventilation and refrigeration equipment has 
a strong shipping orientation. In contrast, refrigeration
equipment produced in the Eastern Region is for the
food industry.

Within the region, there is some local industrial
concentration. For example, both lifting equipment and
non-domestic ventilation equipment are concentrated
in Gateshead and Sunderland, machine tools in
Sedgefield and the manufacture of metal structures in
Stockton-on-Tees.

There is a significant marine engineering and naval
architecture strength at Newcastle University (the latter
is an RAE5 department). Teeside University also works
in offshore engineering. 

We are told of companies within this cluster seeking
diversification opportunities, for example within
renewable energy related industries.

4.1.2 Electrical industrial equipment

This has two high points. Just over 50 companies
employing 2,550 (or 6 per cent of the UK industry)
manufacture electric motors, generators and
transformers. This industry is largely located in
Newcastle. A further 40 with 3,800 employees (7 per
cent of the UK total) make electricity distribution and
control equipment. The main locations are Sunderland
and South Tyneside. This focus on power generation
is complemented by regional strengths in civil
engineering (e.g. the construction of plant),
engineering consultancy and the generation and
distribution of gas and electricity. The region also has
strength in non-destructive testing for the electricity
industry. Overall the cluster employs 14,000 which is
almost 10 per cent less than in 1991.

While not showing up at the regional level, there are
two small groups of companies in South Tyneside and
Sunderland manufacturing insulated wire. There is also
a small industry producing electronic process control
instruments for industries such as steel and chemicals.
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4.1.3 Chemicals (organic)

With almost a quarter of UK employment, the core of
the cluster is in 30 establishments producing organic
basic chemicals (i.e. oil based chemicals). Beyond this,
the cluster contains:

� A variety of smaller industries making, for example,
fertiliser, dyes and pigments, paint, soaps and
detergents.

� Basic pharmaceuticals and medicaments. The
latter is concentrated in a few large production
facilities but includes a range of well known names
such as Merck Sharp and Dohme, BASF and Glaxo.

� The production of synthetic rubber and rubber
products for industrial application.

The cluster employs 20,000 people but lost
employment during the 1990’s. Within the cluster, the
production of synthetic rubber was the main source 
of employment growth. However, the region has
evidence that there is emerging investment in
speciality chemicals that is expected to emerge as an
opportunity for further growth.

The cluster is supported by (and, in turn, it supports) 
a regional strength in process and production
engineering, engineering related scientific and
technical consulting and civil engineering. The former
two relate to the daily operation of the chemical
industry and the latter is expertise in the construction
and maintenance of plant. There is also a small
industry manufacturing electronic process control
instruments. It is suggested also that some of the
region’s strength in construction (referred to in
paragraph 1.2) may be specialised and related to 
the chemicals cluster.

While the region has less than 2 per cent of UK R&D
employment, Glaxo, Du Pont and Proctor and Gamble
have research centres in the region. Chemical
engineering is strong at Newcastle University, Durham
University has a grade 5 Chemistry Department with
strengths in polymers and Kvaerner Process
Technology is based at the University’s Stockton
Campus.

4.1.4 Plastics (primary and 
industrial products)

There is a wide range of plastics industries that
employ 9,000 people. Significant growth (84 per cent)
has occurred since 1991. There are four ‘high points’
with the main strength being the production of plastic
in primary form and the manufacture of plates and
sheets. Between them, the four industries employ just
over 10,800 in almost 200 plants. However, this
represents only 6 per cent of the UK total. In addition
to the manufacture of packaging, there are a number
of injection moulders linked to both the engineering
and car industries. The plastic products manufactured
are mainly for industrial (e.g. piping) rather than
consumer use. These industries probably feed into
some of the machinery manufacture - taking in
companies such as Black and Decker and Flymo.

4.1.5 Automotive (assembly)

The development and impact of Nissan is well known.
Assembly and components (in some 55 plants)
accounts for 7 per cent of UK automotive
employment. The cluster employs 13,000, which is
twice the level of 1991. Compared to, for example, 
the West Midlands, relatively few supporting industries
(e.g. glass, tyres) exist locally. The region also houses
earth moving equipment manufactures such as
Caterpillar and Komatsu that may have cluster links 
to the automotive cluster. There is a newly established
automotive research team at Sunderland University. 

4.1.6 Electronics

This is a small group of industries manufacturing
semiconductors (the ‘high point’), power supplies,
domestic appliances, lighting equipment and insulated
wire. Employment has increased by some 65 per cent
since 1991 and the cluster now employs 11,000
people. Compared, for example, to the Scottish
cluster, electronics in the North East is small-scale and
includes a limited number of industries. However, there
is the a world centre for training in semi-conductor
manufacturing established by Applied Materials Ltd
and semi conductor research at Newcastle University. 
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4.1.7 Furniture manufacture

There is a small group of industries including saw
milling and the manufacture of plywood, veneer,
brooms and brushes and wooden furniture. While a
wide range of furniture is produced, the ‘high point’
industry is ‘other furniture’ which is largely pine, flat
pack, bedroom furniture. Sunderland is the main
centre of furniture production. While not showing up 
in the context of the region as a whole, Sunderland
also has some 20 businesses with just over 1,000
employees making mattresses.

The cluster employs only some 9,000 people but
experienced modest growth (18 per cent) during the
1990’s. Even in its ‘high point’ industry (i.e. other
furniture), the North East accounts for only 5 per cent
of UK employment. Relative to the UK, its most
significant presence is in kitchen furniture with 9 per
cent of UK employment.

4.1.8 Clothing

There are two ‘high points’ in men’s and women’s
outerwear. These are concentrated in Sunderland and
Easington respectively. Much is produced for 
the major UK multiple retailers although Barbour 
is a major brand based in the Region. There are
also one or two companies producing high value,
specialist carpets and the region accounts for 11 per
cent of UK employment producing sewing thread.

Relative to other UK textiles and clothing clusters, 
the North East’s cluster is ‘shallow’ with very few
industries in the cluster. With approximately 14 per
cent of UK employment, its most over-represented
industries are women’s outwear and underwear. 
The cluster has lost around one quarter of its
employment since 1991 and now employs just 
11,000 people.

4.1.9 Agriculture/food 
(processing and beer)

The cluster has seven ‘high point’ industries. These are
the processing of potatoes with a significant proportion
of UK employment (though almost all of this is in one
plant), the manufacture of both bread and biscuits
and, with 8 per cent of UK employment, the production
of beer. The remaining three industries are in retailing.
Even including retailing, the cluster employs just
36,000 (compared to, for example, 117,000 in the
Yorkshire and Humber cluster). Significant growth 
(74 per cent) has, however, been achieved since 1991.

With a significant proportion of employment, its other
distinctive industry is the processing of tea.

4.2 OTHER ECONOMIC ACTIVITY

The clusters include only just over 50 per cent of the
regions’ over-represented industries. Compared to
other regions, this is low. A review of the remaining
over-represented industries indicates:

� Nine public sector industries (all ‘high point’
industries) relating to social security, education, 
fire services and health.

� Several industries which essentially serve local
demand including taxis, seven retailing industries,
pubs, clubs and betting.

� Ten construction industries of which five are ‘high
point’ industries. The main strength is in house
building. Whether or not there is a construction
cluster of note is worthy of further investigation.

� Small groups of industries relating to glass and
paper processing. Both are very small.

� A few apparently ‘stand alone’ industries such as
newspaper publishing, tobacco, canvas goods,
technical testing and analysis, database activity
and the production of weapons (which is mainly 
the manufacture of tanks by Vickers). Again these
are small industries.

� A small group of biotechnology companies. 
This grouping is small by comparison with other
regions outside the south east and it does not
appear to have many linkages. The companies
have no linkages one to another, nor to the region’s
higher education institutions, although the latter are
being developed. 
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It could be that some of these industries are part 
of the region’s clusters.

For example, over-represented industries such as
pubs, clubs and the retailing of alcohol could be part
of the food and beer cluster. They could reflect
demand and/or headquarters functions within these
industries. Similarly some of the food retail industries
could be in the cluster. However, with the exception 
of Greggs plc, we are not aware of major retailing
headquarters in the region. Similarly, some of the over-
represented construction industries could reflect
demand from the chemicals cluster (e.g. construction
and maintenance of plant) and the metal
processing/ship repair cluster (e.g. fitting out rigs).

The region has surprisingly few ‘export’ industries in
which it is under-represented but which nevertheless
employ a substantial number of people (i.e. over 0.2
per cent of the workforce). Several of those, which do
exist already, are included in the clusters. The others
of note are software, management consultancy and
telecommunication services. The region’s position in
the creative industries such as TV, film, advertising 
and fashion is limited, although in common with other
regions niche opportunities are being developed.

4.3 CONCLUDING OBSERVATIONS

As measured by the specialisation index, the North
East is one of the UK’s more specialised regional
economies. However, this is not because it has strong
or extensive clusters. While the analysis has identified
nine clusters, these account only for just over 50 per
cent of the region’s over-represented industries. 
By UK regional standards this is low. Amongst the
over-represented industries is an unusually large
number of public sector industries and industries
which would normally be seen as serving local demand.

The nine clusters employ only 17 per cent of the
workforce. Except for the North West, this is the
lowest regional figure. The clusters are a product of
the region’s industrial history and several (metal
processing/ship repair, chemicals, electrical industrial
equipment and clothing) have experienced declining
employment during the 1990’s.

The clusters are small with relatively few industries and
few supporting and related industries. Automotive is
essentially one company plus suppliers while electronics
appears to be a small collection of large establishments.
It is difficult to escape the conclusion that, with the
exception of chemicals, the region has no distinctive
cluster strengths with a dominant role within UK
economy. Of its ‘high point’ industries only basic
organic chemicals and the processing of potatoes
account for over 20 per cent of UK employment. 

Again perhaps with the exception of chemicals and
the region’s engineering consultancy, there do not
appear to be strong linkages within the clusters. 
While there are some interdependencies between the
clusters (e.g. chemicals and plastics; metal
processing/ship repair/industrial equipment and
electrical industrial equipment), overall the economy
does not appear to be extensively integrated or strongly
clustered.

One North East has been working closely with both
National and European Commission colleagues in
developing its approach to clusters. SIC and sector
based analysis has acknowledged shortcomings and
we have sought to address this by additional cluster
mapping and research carried out in collaboration with
local universities and companies. This Regional cluster
mapping and research has identified clusters which
One North East consider to be embryonic and which
have  growth prospects in the Region’s economy
including: Speciality Chemicals; Biosciences;
Multi/Digital Media; Environmental Industries and
Tourism. The Region will deploy its cluster process
and resources to evaluate and support these as
appropriate. 
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Table 4:1
North East regional high points
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SIC Industry % of UK industry % of Regional 
employment

24140 Manufacture of other organic basic chemicals 23.3 0.61

15310 Processing and preserving of potatoes .. ..
27100 Manufacture of basic iron and steel and of ferro-alloys (ECSC) .. ..
75300 Compulsory social security activities .. ..
18222 Manufacture of other women’s outerwear 13.7 0.52

28110 Manufacture of metal structures and parts of structures 11.7 0.76

18221 Manufacture of other men’s outerwear 8.4 0.22

45212 Construction of domestic buildings 8.3 1.11

91330 Activities of other membership organisations not elsewhere classified 8.2 1.24

52270 Other retail sale of food, beverages and tobacco in specialised stores 8.2 0.36

74206 Engineering related scientific and technical consulting activities 7.9 0.21

24160 Manufacture of plastics in primary forms 7.9 0.22

29220 Manufacture of lifting and handling equipment 7.7 0.30

34100 Manufacture of motor vehicles 7.7 0.65

31200 Manufacture of electricity distribution and control apparatus 7.5 0.41

35110 Building and repairing of ships 7.5 0.26

32100 Manufacture of electronic valves and tubes and other electronic components 7.4 0.49

40102 Electricity transmission, distribution and supply 7.2 0.40

29230 Manufacture of non-domestic cooling and ventilation equipment 6.9 0.25

25130 Manufacture of other rubber products 6.8 0.21

25210 Manufacture of plastic plates, sheets, tubes and profiles 6.7 0.25

55401 Licensed clubs 6.4 0.47

31100 Manufacture of electric motors, generators and transformers 6.3 0.27

52220 Retail sale of meat and meat products 6.3 0.31

45230 Construction of highways, roads, airfields and sports facilities 6.3 0.41

25220 Manufacture of plastic packing goods 6.2 0.24

55403 Tenanted public houses and bars 6.1 0.30

85140 Other human health activities 6.0 0.84

15810 Manufacture of bread; manufacture of fresh pastry goods and cakes 5.9 0.52

75250 Fire services activities 5.8 0.32

60219 Other scheduled passenger land transport not elsewhere classified 5.6 0.66

25240 Manufacture of other plastic products 5.5 0.43

24421 Manufacture of medicaments 5.5 0.27

75120 Regulation of the activities of agencies that provide health care, 
education, cultural services etc. 5.3 1.03

.. Denotes Disclosive data
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SIC Industry % of UK industry % of Regional 
employment

45440 Painting and glazing 5.2 0.33

92710 Gambling and betting activities 5.2 0.43

52240 Retail sale of bread, cakes, flour confectionery and sugar confectionery 5.1 0.32

45310 Installation of electrical wiring and fittings 5.1 0.71

85312 Non-charitable social work activities with accommodation 5.1 1.96

52250 Retail sale of alcoholic and other beverages 5.0 0.26

55404 Managed public houses and bars 5.0 1.19

34300 Manufacture of parts and accessories for motor vehicles and their engines 5.0 0.56

36140 Manufacture of other furniture 5.0 0.23

21219 Manufacture of cartons, boxes, cases and other containers 4.9 0.22

15820 Manufacture of rusks, biscuits; manufacture of preserved pastry goods and cakes 4.9 0.23

45250 Other construction work involving special trades 4.8 0.36

92619 Operation of sports arenas and stadia 4.8 0.52

80429 Other adult and other education n.e.s. 4.8 0.67

92510 Library and archives activities 4.8 0.21

80302 First-degree level higher education 4.7 1.43

22120 Publishing of newspapers 4.7 0.24
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Table 4:2
North East regional clusters 
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Metal processing, ship repair and industrial equipment

High points: 27100 Basic iron and steel
28110 Manufacture of metal structures
74206 Engineering related consulting
29220 Manufacture of lifting/handling equipment
35110 Shipbuilding/repairing
29230 Manufacture of non-domestic cooling/ventilation equipment

Other industries: 28610 Cutlery
27330 Cold forming/folding
29522 Manufacture of earth moving equipment
29510 Manufacture of machinery for metallurgy
29409 Manufacture of other machine tools
27220 Manufacture of steel tubes
28710 Manufacture of steel drums, etc.
29140 Manufacture of bearings, gears, etc.
29320 Manufacture of agric/forestry equipment
27210 Manufacture of cast iron tubes
27350 Other first processing of iron/steel
28220 Manufacture of central heating equipment
37100 Recycling of metal waste/scrap
29130 Manufacture of taps/valves
29523 Manufacture of equipment for concrete crushing
28120 Manufacture of metal builders carpentry
29121 Manufacture of pumps
27420 Manufacture of aluminium
28520 General mechanical engineering*

Supported/related industries: 10102 Opencast coal mining
26260 Deep coal mining
10101 Manufacture of refractory ceramic products
26260 Deep coal mining

* An LQ under 1.25 but employs over 2.2 per cent of the workforce.

Electrical industrial equipment

High points: 31200 Manufacture of electricity distribution/control equipment
31100 Electrical motors, generators, transformers

Other industries: 33301 Manufacture of electronic industrial process control equipment
Supporting/related industries: 40102 Electricity distribution

40200 Manufacture/distribution of gas
74300 Technical testing and analysis

Chemicals (organic)

High points: 24140 Other organic basic chemicals
24421 Manufacture of medicaments
25130 Manufacture of other rubber products

Other industries: 14300 Mining of chemical/fertiliser minerals
24150 Manufacture of fertilisers/nitrogen compounds
25120 Rebuilding/re-treading tyres
24120 Dyes and pigments
24700 Manufacture of man-made fibres
24301 Manufacture of paint/varnishes
24170 Manufacture of synthetic rubber
24410 Manufacture of basic pharmaceutical products
24660 Manufacture of other chemical products n.e.s.
24511 Soap/detergents
23201 Mineral oil refining
74205 Industrial process and production engineering design activity

Supporting/Rrelated industries: 33301 Electronic process/production control equipment
plastics cluster

74206 engineering related technical and scientific consulting
74204 Engineering consultation and design

* An LQ below 1.25 but employing over 0.2 per cent of the workforce.
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Plastics (industrial products)

High points: 24160 Plastics in primary form
25120 Manufacture of plastic plates, sheets, etc.
25220 Manufacture of plastic packaging goods
25240 Manufacture of other plastic products

Other industries: 25231 Manufacture of plastic floor coverings
Supporting/related industries: Chemicals cluster

Automotive (assembly)

High points: 34100 Manufacture of cars
34300 Manufacture of parts/accessories

Other industries: 74155 Management activities of motor trade holding companies
31610 Manufacture of electrical equipment for engines

Electronics

High points: 32100 Electronic valves, tubes, etc. (semi-conductors)
Other industries: 31300 Insulated wire/cable

31500 Lighting equipment
31400 Accumulators primary cells, batteries
29710 Manufacture of electrical domestic appliances
33300 Electronic industrial process control equipment

Furniture

High points: 36140 Manufacture of oher furniture
Other industries: 20200 Manufacture of veneer, plywood, etc.

36620 Brooms/brushes
36130 Manufacture of other kitchen furniture
20100 Saw milling etc.
36110 Chairs and seats

Clothing

High points: 18222 Women’s outerwear
18221 Other men’s outerwear

Other industries: 18231 Men’s underwear
17160 Manufacture of sewing thread
17519 Carpets/rugs
17403 Household textiles
51160 Agents involved in sale of textiles, etc.

Agriculture/food (processing/beer)

High points: 15310 Processing/preserving of potatoes
52270 Retailing of food via specialist stores
52220 Retailing of meat/poultry
15810 Manufacture of bread, etc.
52240 Retail sale of bread, etc.
15960 Manufacture of beer
15820 Manufacture of rusks, biscuits, etc.

Other industries: 15861 Tea processing
15112 Animal by-product processing
15850 Manufacture of macaroni, etc.
15201 Freezing of fish
15139 Other meat and poultry processing*
1220 Sheep farming*
1300 Mixed farming*

* LQs below 1.25 but employing over 0.2 per cent of the workforce
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Table 4:3
North East: other substantial/significant industries

Table 4:4
North East: cluster employment (1999)
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Cluster Employment (000’s) % of UK % of NE % Change 
employment 1991-98

Metals (processing/ship repair) 42 8 4.4 -32

Electrical/industrial equipment 14 7 1.5 -9

Chemical (organic) 20 9 2.1 -14

Plastics (primary/products) 9 6 0.9 84

Automotive (assembly) 13 6 1.4 104

Electronics 11 7 1.2 65

Furniture 9 7 0.9 18

Clothing 11 10 1.2 -24

Agriculture/food (processing and beer) 31 5 3.3 74

Total employment 952 38 16.9 1

SIC Industry LQ % Employment

80421 Private training providers 1.20 0.22

15139 Other meats/poultry processing 1.18 0.26

74204 Engineering consultation/design 1.07 0.94

28520 General mechanical engineering 1.04 0.46

64200 Telecom services 0.96 0.75

1220 Sheep farming 0.95 0.41

1300 Mixed farming 0.80 0.27

22220 Printing n.e.s. 0.74 0.46

67200 Activities auxiliary to pension funds 0.43 0.24

74143 Management consultancy 0.41 0.24

72200 Software 0.38 0.37
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