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Foreword

Core Cities offer to the UK: 
Stronger cities, shared prosperity
The ten Core Cities are a major success story for 
the UK, rightly associated with urban renewal 
and vibrant economies. 

Together they generate some 25% of the UK’s 
wealth, but this is only a fraction of their 
potential, highlighted by the gap between 
their economic productivity and the national 
average. Closing this productivity gap will 
put over £66billion a year into the national 
economy. In this document we set out how  
that can be done.

And we want to go further, using our experience 
to raise productivity across public services as 
well. The total tax raised across our cities is 
currently less than total public spending and 
levels of spending have not reduced much in 
our cities despite austerity. Closing this public 
finance gap would add over £53billion a year to 
the UK’s public balance sheet.

Ultimately, using the ideas we set out here, all  
our cities can become financially self-sustaining,  
rivalling any of our global competitors, 
strengthening the UK through its cities.

But as long as the UK state remains one of the 
most highly centralised democracies in the 
world, our cities will remain stuck in second 
gear, unable to realise their full potential, create 
sustainable prosperity and change millions of 
lives for the better. 

Continuing with centrally imposed cuts that do 
not understand the complexities of different 
places will result in rising public spending, 
because services will be increasingly skewed 
towards high cost acute care rather than 
prevention, locking in a wasteful pattern of 
spending and demand. 
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In this prospectus we make a radical offer 
to the whole of the UK, backed up with firm 
evidence underpinning how we can begin to 
crack the ‘productivity puzzle’ and reform our 
public services from the bottom-up, creating  
a smarter state fit for a 21st century Britain.

We offer an entirely new way of thinking: an 
innovative ‘place-based, multi-year’ approach 
to public investment and service delivery, 
devolving power and resources to create jobs, 
build homes, increase productivity, strengthen 
our transport links and improve health and  
well-being.

Change does not mean seeking economic 
growth for growth’s sake. It means making 
sure more people share in future prosperity, 
reducing inequality and the burden it places 
on the taxpayer. Our offer will strengthen our 
cities and our communities, unlocking the rise 
in productivity the UK so badly needs. 

We offer our local knowledge to align public 
investment and services across cities and to 
take responsibility for increasing efficiency, 
reducing duplication and improving outcomes. 
We want to do this in a spirit of partnership to 
realise a shared ambition with the Government 
for devolved power to places.

This is not simply a call only for more 
investment, it is a call for getting much greater 
value from existing investment through greater 
local control and a clearer focus on our cities, 
to raise productivity, transform lives and the 
economy, unlocking the power of our places.

As city leaders and mayors we are naturally 
passionate about the attractive, diverse and 
vibrant places we are proud to represent. 
Although we believe that many of the problems 
our nation faces right now can be solved by 
unleashing the dormant power of our cities, 
what works for Core Cities will, in different 
ways, work for other places too.

We are ambitious for our cities and recognise 
that some of our proposals go beyond the 
scope of the Comprehensive Spending Review, 
which sets the seal on Government spending 
for this Parliament. We must start the process 
of longer-term change immediately, building  
on a strong track record of delivery across  
all our cities.

There is a clear choice for the UK over the years 
ahead. We can continue on our existing path 
which has seen significant but – by international 
standards – limited control handed to 
cities, within an overall system that remains 
centralised and top down. This is a path that 
will fail to realise the ambitions either of cities 
or of Parliament across parties.

Or we can seize this unique opportunity, 
accelerating the progress already made in 
devolution deals to renew, rebalance and 
revitalise our economy, our society and 
democracy, setting cities free  
to grow and give local people a genuine stake  
in their success. 

Our cities are Britain’s best bet for a brighter 
future and we must steer a course towards 
the only sensible choice in the forthcoming 
Comprehensive Spending Review.

Core Cities UK Cabinet
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Councillor Phil Bale 
Cardiff
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Cities matter
The importance of cities as drivers of national 
economies and stronger communities has 
never been clearer, with report1 after report 
highlighting their importance. The Core Cities 
sit at the centre of UK’s ten biggest urban areas 
outside London, delivering around 25% of the 
UK economy – more than London – and are 
home to 19million people. Core Cities have 
the assets, scale and capacity to achieve much 
more for the UK. Legislative circumstances in 
Scotland and Wales are significantly different 
and are discussed further in the Prospectus.

City deals and now further devolution deals 
have begun to return real power and resource 
to the cities. Yet despite increasing recognition 
of their role and an impressive track record of  
success, the Core Cities’ true economic potential  
remains untapped; they could contribute much 
more to raising productivity for the UK, while 
closing the gap between the total tax raised  
and the total cost of all public services.

Core Cities, the story so far

Summary

1   E.g. Unleashing Metro Growth, City Growth Commission, RSA, 2014

19million live in Core City 
urban areas

delivering
of the UK 
economy25%

What are the issues we need to address?
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Unlocking Core Cities  
potential for the UK
Across the Core Cities, productivity is not going 
up sufficiently, and public spending is not going 
down, resulting in two gaps that, if not closed, 
will have serious consequences for the UK 
economy and the national balance sheet.

1. The productivity gap 
The difference between the Core Cities and 
the UK average economic output – currently 
£66billion a year less than the national average 
– is creating an unbalanced economy and 
hampering international success. The UK now 
has the widest regional economic disparity  
in Western Europe.2 Compared to the Core 
Cities’ average, productivity per person is 88% 
higher in Munich, 80.7% in Frankfurt, 42.8%  
in Rotterdam and 26.7% in Barcelona.

2. The public finance gap. 
The difference between what is spent on all 
public services across the Core Cities (health, 
welfare, police, councils etc.), and the total 
amount of tax raised across them currently 
represents a deficit of £53 billion per year.3 This 
gap has not reduced much despite five years 
of austerity, because centralised cuts have hit 
services that prevent problems or stop them 
getting worse, resulting in increased health, 
social care and welfare costs.

The two gaps are inextricably linked by the 
role of public services and investment, which 
creates the foundations and conditions for 
growth that enable people, businesses and 
cities to thrive. Only by tackling both gaps 
together can long-term change be delivered  
by the Core Cities.

8
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Core Cities have untapped 
potential
Because of their scale, concentration of 
population, business and assets, Core Cities  
are the places outside London most capable  
of delivering national productivity gains for 
both the UK’s public and private sectors. 

Although major shifts in policy have taken 
place, the potential of the Core Cities still 
remains largely untapped. This is due to 
an overly centralised system that largely 
deploys public investment in a siloed manner, 

department by department, when a more 
locally tailored approach has been shown  
to deliver better results. If cities cannot 
maintain and improve their assets, or their 
human capital, they cannot maintain and 
improve the economy.

The Government should commit to a strategic, 
coherent, cross-departmental approach to 
urban policy, avoiding the situation where cities 
are supported by one part of government on 
one hand, but then undermined in the way that 
departmental resources are deployed across 
them on the other.

Closing the gaps:  
transforming the  

UK’s prospects

2   Eurostat figures, Inequality Briefing, June 2015 (inequalitybriefing.org)
3   Calculated from Mapping Britain’s Public Finances: Centre for Cities, 2015. NB a recommendation from this  
report is that a review of data should definitively set out an agreed methodology for future measurements.

The Core Cities  
are capable of 
delivering national 
productivity gains 
because of their Scale Population Assets Business

£66billionEconomic output difference:

Compared to the Core Cities’ average,
per person is:productivity 

88%
higher in 
Munich

higher in 
Frankfurt

80.7%
higher in 

Rotterdam

42.8%
higher in 

Barcelona

26.7%

per 
year£53billion

The difference between the               spent on£££

&
Core Cities  

public services
Total amount of tax 
raised across them
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Aligning spending across  
places and financial years  
will transform results
Addressing the above gaps relies on reducing 
demand for some high cost services, and 
getting greater efficiency from other public 
investment for example for infrastructure, by 
taking a ‘place-based’ approach to budgeting. 
This does not always require more money, but 
it does require a wholesale reform of the way in 
which public investment is deployed at the local 
level, aligning local and national budgets and 
services.

The centralised approach to delivery of some 
services, with the intention of avoiding a 
‘post-code lottery’ of delivery, has in fact had 
the opposite effect, resulting in a post-code 
lottery of outcomes, because nationally driven 
programmes have not always been capable of 
recognising distinctive local needs. This pushes 
up both the productivity and public finance 
gaps due to fragmented, inefficient services 
which are less effective at enabling people to  
be productive, skilled and prosperous.

Where services have been devolved to local 
authorities, they have proven themselves to be 
highly efficient, for example in making savings 
and better targeting of delivery within public 
health budgets.

“ Multi-year budgets are  
an essential component  
of closing both gaps,  
allowing more investment  
upfront to get better 
results downstream”

Multi-year place-based budgets are an essential 
component of closing both gaps, allowing 
more investment upfront to get better results 
downstream and reinvesting some of the 
savings to create lasting change. Cities should 
have certainty over at least the period of  
the Comprehensive Spending Review to  
drive integration across public services.

Consideration should be given to a wide  
range of departmental funding streams  
within settlements, subject to discussion  
with individual cities.

Further devolution will help  
close the gaps
Closing the above gaps relies on both increasing 
the productivity of people in work, as well as 
bringing more people into employment and 
training. Achieving this requires additional 
devolution to support the following outcomes:

 — radically increase the quality of 
infrastructure including transport,  
housing numbers and quality, and  
digital connectivity

 — locally tailored investment for innovation, 
research and development that supports 
high-performing economic clusters  
and universities

 — make sure business gets the right support 
and advice, including for overseas trade  
and investment

 — strengthen skills and employment services 
making them relevant to the needs of the 
local labour market

 — tackle underlying causes of 
underachievement in the round, including 
health and well-being, low skills and 
long-term unemployment (Public Service 
Reform), incentivising prevention of issues 
before they become acute.

Local Government Finance needs 
stabilising and reforming
It will be challenging in the extreme for 
government to credibly deliver any further 
local government finance reductions in a way 
which maintains a viable base of strong urban 
local government. Cuts to date appear not to 
have actually reduced public funding overall. 
To maintain the place leadership function of 
city authorities and close the two gaps dealt 
with in the report, the out-dated and complex 
system of Local Government Finance must be 
reformed, and incentives which act perversely 
against the economic interests of cities – and 
therefore nations – reviewed.

Achieving financially self-
sustaining cities means more 
local financial control
The Core Cities all have the potential to become 
financially self-sustaining over time. To achieve 
this, cities will need to share more in both risk 
and reward, so when they take responsibility 
for delivering economic growth and public 
service improvements, they keep some of 
the proceeds of growth or savings to reinvest 
locally, putting them more on a par with 
international competitors. 

There is a strong correlation between the levels 
of local financial control in cities and how 
competitive and productive they are, yet cities 
in the UK typically control only 5–7% of their 
total tax base, whereas in Canada 10 times this 
amount is controlled locally or regionally, in the 
US 7.5 times, Germany 6 times and 5 times that 
amount across the OECD on average. 

A roadmap for fiscal reform should lead to 
greater devolution of taxes over time, within 
a system that respects the need for some 
redistribution between places with different  
tax bases.

Co-design and joint work will save 
time, effort and money
Part of the Core Cities offer is to work with 
Whitehall on the design and implementation of 
the Comprehensive Spending Review process, 
outcomes and related policy, a far more 
efficient way of designing and delivering policy. 
Where this has been tested it has so far proven 
to be extremely effective.

OECD

more
more more

more 7.5x 6x 5x

10x

Canada USA Germany OECD UK

UK Cities  
control only

5–7% 
of their total tax 
base, whereas in:
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The Comprehensive Spending Review should 
support the following recommendations. 

1.  Place-based multi-year 
settlements

Multi-year financial settlements should be made 
available across locally defined geographies 
from all relevant departments, including 
a proportionate element of departmental 
administrative costs. Consideration should  
be given to a wide range of departmental 
funding streams within settlements.

New investment principles:  
flexible, collaborative, stable
Multi-year budgets should apply the principles 
that investment should:

 — be flexible in the way it is deployed locally

 — enable collaboration and co-commissioning 
to drive integration

 — provide stability across multiple years.

Settlement budget periods should extend over 
the same time frame as the CSR period with the 
ability to invest up front and save downstream. 

Devolved multi-year funds
1.1 Place-based settlements to devolve 

funds from departments so cities can 
join up economic, social, health, skills 
and infrastructure spend within coherent 
strategies for a place.

1.2 Multi-year budgets, to provide certainty  
and allow investment up front to make 
bigger savings downstream, investing in 
whole-system reforms of the public sector.

1.3 Flexibility to pool and align funds for 
specific purposes in accordance with  
local strategies, removing ring-fencing. 

1.4 Review of accounting arrangements and  
responsibilities to become more collaborative.

1.5 Government should commit to a high-level,  
cross-departmental urban strategy to support  
cities in doing more for their nations.

Enabling wider public sector reforms
1.6 Enabling integration and alignment of a 

wider range of services for health, social 
care, welfare, employment and skills to 
create maximum impacts and benefits, 
incentivising prevention of issues before 
they become acute.

1.7 Funds can be invested in whole-system 
reforms of the public sector, with 
outcomes agreed between cities and the 
Government where appropriate.

1.8 A Reform Innovation Fund made available 
within settlements, drawing together 
smaller pre-existing innovation funds,  
with a city’s own funds and incorporating 
external social and private sector funds,  
to support specific initiatives.

1.9 A proportion of savings made from 
reforms to be kept and reinvested locally, 
enabling cities to sustain long-term 
transformation.

1.10 National review of data and data-sharing 
to work closely with Core Cities to ensure 
they support public sector reforms, 
unlocking further innovation, providing 
access to relevant departmental social and 
economic data, including from the DWP 
and HMT. 

1.11 Joint work with HM Treasury to evaluate 
the impact of settlements.

2.  Broader and deeper devolution 
packages

A set of core ‘devolution packages’ should be 
agreed so each part of each deal does not need 
to be renegotiated from scratch every time. 
These would not be instead of bespoke deals, 
but would reduce the effort required of cities 
and of Whitehall in future deals, streamlining 
the process and requiring less resource. 

These would be drawn down by cities according 
to a set of criteria set out by the Government 
that would determine the extent of the package, 
accepting that it would be detrimental to the 
national interest to hold places back that can 
generate economic growth and contribute to 
sustainable deficit reduction.

The Government should also accept groups of 
cities – including all Core Cities members where 
appropriate – in forming negotiating blocks to 
aid the delivery of the above. This would be 
particularly pertinent to the delivery of a more 
localised Work Programme Plus, for example.

Core packages should include the following.

How to make this happen:  
recommendations

Multi-year budgets should apply the
new investment principles:

flexible
collaborative
stable

creates maximum impacts and benefits

Integration and alignment of  
a wider range of services for

Health Social Care

WelfareEmployment

Skills
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Infrastructure and investment
2.1 Infrastructure Investment Funds – towards 

single pots in local control including 
transport, housing, energy, digital and 
other capital pots, within structures that 
allow cities to benefit from uplifts in tax 
and land values, to reinvest.

2.2 Devolved transport funding as above, 
including for maintenance, simplified 
appraisals that understand local economic 
context, alongside the National Joint 
Infrastructure Plan, Road, Rail and Freight 
Strategies built around Core Cities’ 
priorities. Bus re-regulation and devolution 
of Moving Traffic Violation Orders.

2.3 Cities to be offered Intermediate Body 
status for EU funds.

2.4 Enabling statutory spatial strategies for 
city regions/combined authorities linked 
to economic plans, managing land to 
maximise growth and development.

2.5 Land Commissions and Single Public 
Estates enabled.

2.6 Devolved housing and planning policy and 
funds. Review existing incentives, such as 
the New Homes Bonus, and create new 
incentives, e.g. for brownfield development. 
Explore new land value uplift capture 
mechanisms to help get development going. 
Remove Housing Revenue Account caps.

3.  Reformed Local Government 
Finance system

To credibly deliver any further reductions in 
a way that maintains a viable base of strong 
urban local government and that actually 
reduces public funding overall, the outdated 
and complex system of Local Government 
Finance (LGF) must be reformed, including  
the following. 

3.1 Stabilisation of the business rates system, 
including a review of future backdated 
appeals processes and data, and how 
these are funded.

3.2 Independent review of LGF linked to stated 
aims to rebalance the economy.

3.3 Establish the principle that local charges 
and precepts are a matter for local 
decision-making, including levels and 
usage.

3.4 100% retention of business rates and 
business rate growth offered to those that 
want it, within a system that maintains 
equalisation and redistribution through 
top-up and tariff.

3.5 Review of New Homes Bonus.

3.6 Review of tax exemptions relating to 
universities, including student landlords 
(as an example, if business rates were paid 
by universities or landlords, these could be 
placed into a pot and used to incentivise 
graduate retention in cities).

“ Fiscal reforms must be 
applied at the level of the 
functioning economy,  
not just the nation state, 
so cities can retain more 
of their tax base”

4. A roadmap to fiscal reform
Government should jointly, with Core Cities and 
others (and building on the London Finance 
Commission recommendations) undertake to 
set out a roadmap to serious fiscal reforms for 
the UK including the following.

Fiscal reforms – retention and devolution of 
taxes – must be applied at the level of the 
functioning economy, not just the nation state, 
so cities can retain more of their tax base first, 
with a roadmap put in place for longer-term 
fiscal devolution to cities, across all the UK’s 
borders including Cardiff and Glasgow. 

4.1 Quickly establishing a national roadmap  
for fiscal retention and devolution through  
a convention or other formal mechanism. 

4.2 Implement fiscal retention forerunners, 
including full business rate retention.

4.3 An assessment of how capacity within 
the system overall needs to shift to 
accommodate fiscal reforms and a clear 
plan to do so.

4.4 A national ‘Fiscal Forum’ linked to 
international knowledge networks to 
exchange best practice, methodologies 
and models of fiscal reform.

4.5 Clear and transparent criteria for 
evaluating proposals for fiscal reform, 
assessed by an independent third party.

4.6 A mature debate brokered with the private 
sector on what reforms they most support 
and what would help to secure support  
for further reforms, linked to varying rates 
for example.

Infrastructure Investment Funds

Single  
pots in  
local 

control:

£
Transport

£
Digital

£
Other

£
Energy

£
Housing

2.7 Creating resilient cities through joint 
national local work (including e.g. the 
Rockefeller Resilient Cities Programme) to 
identify gaps and a resilience standard for 
economy and place – for example, reduced 
fuel poverty through a city-wide approach 
to managing energy demand, distribution, 
supply and generation, with devolution of 
carbon levies and greater local retention  
of energy taxes.

Innovation and Business Support
2.8 Business Support funds and programmes 

and UKTI investment to be devolved or 
locally co-commissioned through Business 
Growth Hubs.

2.9 A fundamental review is also required,  
of how innovation and research funds  
are deployed to stimulate productivity  
and build up capacity across the UK’s 
major cities. 

2.10 New models of delivery – recognition of 
the role Core Cities can play in innovating 
and testing new collaborative models, for 
example for welfare to work programmes.

Strengthening the labour market and wider 
public sector reform
2.11 Enabling the integration and alignment of 

a wider range of services for health, social 
care, welfare, employment and skills to 
create maximum impacts and benefits, 
incentivising prevention of issues before 
they become acute.

2.12 Adult Skills Funding devolved within ‘Skills 
and Labour Market Agreements’.

2.13 Co-commissioned apprenticeship 
programmes across Core Cities.

2.14 Work Programme Plus to be co-
commissioned, potentially with all Core 
Cities creating a joint commissioning hub, 
with programmes for the hardest-to-reach 
cohorts fully devolved where agreed.

2.15 Exploration of what elements of welfare 
could be devolved to support the above, 
where this would result in efficiencies.
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Prospectus Cities matter
The importance of cities as drivers of national 
economies and stronger communities has never 
been clearer. Globally more than 50% of the 
population now lives in a city, rising to 70% by 
2050. With more than 80% of the UK population 
already living in an urban area and 63%4 of its 
economy delivered from cities, our future is 
highly dependent on their success.

The Core Cities sit at the centre of UK’s ten 
biggest urban areas outside London, delivering 
around 25% of the UK economy – more 
than London – and are home to 19million 
people. Over the last two decades, they have 
utterly transformed their cities, physically, 
socially and economically, becoming bywords 
internationally for culturally vibrant and 
successful urban hubs. Core Cities have the 
assets, scale and capacity to achieve much 
more for the UK.

Core Cities, continuing  
the success story

of the global population  
now lives in a city

More 
than 50%

rising to by70% 2050

4   Cities Outlook, Centre for Cities 2015

19million live in Core City 
urban areas

delivering
of the UK 
economy25%
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Cities drive national economies, not the other  
way round, and the Core Cities have consistently  
made evidence-based arguments for greater 
recognition and devolution of powers to cities 
to improve national competitiveness, which 
have been increasingly influential on national 
policy over successive Parliaments. This has 
culminated in city deals and now further 
devolution deals, which have begun to return 
real power and resource to the cities. 

Yet despite increasing recognition of their role 
and an impressive track record of success, 
increasing their gains year on year, the Core 
Cities’ true economic potential remains 
untapped, and following the recession and its 
impacts, they now face a critical challenge. 

The whole of the UK faces a productivity 
challenge. Productivity as measured by GDP  
per hour worked in Q4 2013 was recorded at 4%  
below the pre-recession level. This is 16% below  
the level expected from the pre-crisis trend.  
The Core Cities represent a massive opportunity  
to transform the UK’s productivity, but if cities 
cannot maintain and improve their assets 
or invest in their human capital, they cannot 
maintain and improve the economy.

Unlocking Core Cities’  
potential for the UK
Despite the significant policy shifts that have 
taken place, economic growth programmes 
are still largely nationally driven and have not 
yet succeeded in unlocking enough of the Core 
Cities’ potential for rebalancing the economy, 
and a centralised approach to austerity has not 
reduced spending sustainably, or increased the 
productivity of the public sector, which itself 
accounts for 20%5 of the UK economy.

This is particularly relevant to Core Cities as major 
population and economic centres. Productivity is 
not going up sufficiently and public spending is 
not going down, resulting in two gaps that, if not 
closed, will have serious consequences for the UK 
economy and the national balance sheet.

1. The productivity gap 
The difference between the Core Cities and 
the UK average economic output – currently 
£66billion a year less than the national average 
– is creating an unbalanced economy and 
hampering international success. The UK now 
has the widest regional economic disparity  
in Western Europe.6 Compared to the Core 
Cities’ average, productivity per person is 88% 
higher in Munich, 80.7% in Frankfurt, 42.8%  
in Rotterdam and 26.7% in Barcelona.

£66billionEconomic output difference:

Compared to the Core Cities’ average,
per person is:productivity 

88%
higher in 
Munich

higher in 
Frankfurt

80.7%
higher in 

Rotterdam

42.8%
higher in 

Barcelona

26.7%

In 2013 productivity was recorded at

16%
below the  
expected  

level

4%
below the 

pre-recession 
level

5   Fixing the Foundations; Creating a more prosperous nation; Treasury / HMSO; 2015
6   Eurostat figures, Inequality Briefing, June 2015 (inequalitybriefing.org)

Birmingham
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2. The public finance gap
The difference between what is spent on all 
public services across the Core Cities (health, 
welfare, police, councils etc.), and the total 
amount of tax raised across them currently 
represents a deficit of £53billion per year.7 This 
gap has not reduced much despite five years 
of austerity, because centralised cuts have hit 
services that prevent problems or stop them 
getting worse, resulting in increased health, 
social care and welfare costs.

The two gaps are inextricably linked by the 
role of public services and investment, which 
creates the foundations and conditions for 
growth that enable people, businesses and 
cities to thrive. Only by tackling both gaps 
together can long-term change be delivered  
by the Core Cities.

The centralised approach to delivery of some 
services, with the intention of avoiding a 
‘post-code lottery’ of delivery, has in fact had 
the opposite effect, resulting in a post-code 
lottery of outcomes, because nationally driven 
programmes have not always been capable of 
recognising distinctive local needs. This pushes 
up both the productivity and public finance 
gaps due to fragmented, inefficient services 
which are less effective at enabling people to be 
productive, skilled and prosperous.

Where services have been devolved to local 
authorities, they have proven themselves to be 
highly efficient, for example in making savings 
and better targeting of delivery within public 
health budgets.

A note on geography
Although Core Cities membership consists of 
the city authorities at the centre of wider urban 
areas, the term ‘city’ is used here to reference 
functioning economies including Combined 
Authorities, Local Enterprise Partnership areas, 
the defined city region geographies. 

Bristol

7   Calculated from Mapping Britain’s Public Finances: Centre for Cities, 2015. NB a recommendation from this report is that a 
review of data should definitively set out an agreed methodology for future measurements

per 
year£53billion

The difference between the               spent on£££

&
Core Cities  

public services
Total amount of tax 
raised across them

Scotland and Wales
Cardiff and Glasgow joined the Core Cities in  
2014, and have added a great deal of experience  
and new thinking from the perspective of 
both their cities and their differing national 
circumstances. Responsibility for local 
government is a devolved matter for Scotland 
and Wales. The Core Cities’ collective focus 
therefore remains clearly on the UK-wide benefits 
of supporting cities in the ways set out in this 
prospectus, and negotiating these issues with the 
UK’s Government. In the recommendations, some 
of the policy shifts we suggest would not apply in 
exactly the same ways in England, Scotland and 
Wales; the New Homes Bonus, for example, is an 
England-only policy. 

However, we believe the fundamental issues 
this prospectus raises will be of interest 
across the UK’s borders and Parliaments, to 
their businesses and communities, pointing 
towards conclusions that can help cities to 
do more for their nations wherever they 
are located. While recognising the different 
legislative environments that exist across the 
UK, improving the productivity of the public and 
private sectors, creating jobs and supporting 
more people into work and training and 
reducing costs over the long-term are attractive 
propositions whatever the local circumstances. 
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The issues
Cities are the places where density and 
proximity of businesses (the agglomeration 
effect) breeds innovation, technology transfer 
and university spinouts. They are also the 
places where high-value businesses and 
knowledge workers choose to locate, which in 
turn generates higher incomes, productivity 
and innovation. In short, cities have massive 
potential to drive productivity.

A nation’s productivity is therefore largely 
determined by its cities, and understanding 
the Core Cities’ productivity gap is crucial 
to delivering national gains. The Core Cities’ 
productivity gap has a number of specific 
features including lower productivity per 
person in employment in Core Cities than the 
national average, but also lower employment 
levels, some less productive sectors and 
specific demographic factors such as fewer 
women engaging in the labour market. 

The ability of any city to tackle these issues 
depends on a range of factors. Not all of them 
can be influenced at the local level, but many 
can, and cities need greater local freedom to 
tackle these including:

 — quality of infrastructure, for example for 
transport, housing and digital connectivity, 
which have decisive impacts on productivity 

 — investment for innovation, research and 
development that supports economic 
clusters that have very high levels of output 

 — making sure business gets the right support 
and advice, including for overseas trade  
and investment

 — Skills and employment services relevant 
to the needs of the local labour market 
and levels of health and wellbeing can also 
have significant impacts on the economic 
strength of places.

The productivity gap

Figure 1: Factors contributing to the Core Cities’ productivity gap

–  Devolved 
infrastructure 
investment

–  Transport, digital, 
housing

–  Locally tailored 
innovation funds

–  Devolved business 
support, including 
exporting, 
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–  R&D funding 
rebalanced 
to Core City 
universities

–  Demand led adult 
skills systems 
including  
in-work training

–  Devolved 
infrastructure 
investment

–  Locally tailored 
innovation funds

–   R&D funding 
rebalanced 
to Core City 
universities

–   Demand led adult 
skills systems 
including  
in-work training

–   UKTI locally 
tailored

–   Reform for high 
quality services 
and places

–   Locally 
coordinated skills 
and employment 
systems and 
careers guidance, 
linked to labour 
market needs

–   Devolved business 
support, linked 
to skills and 
employment

–  Wider public 
services reform 
including health 
and social care 
integration

–   Co-commissioned 
apprenticeships

–  Locally tailored 
employment and 
skills programmes 
with careers 
guidance

–  Wider public 
services reform 
including health 
and social care 
integration

–   Co-commissioned 
apprenticeships

–  Skills and 
employment 
programmes 
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Figure 1 sets out each of the factors that 
contribute to the Core Cities’ productivity gap, 
what solutions are required to close them and 
what each of these would be worth to the  
UK economy.

The solutions are not all about devolution, 
although there is evidence that devolving 
services across functioning economies could  
of itself increase productivity by up to 3%.8 The 
critical point is that public investment must be 
coordinated and shaped at the level of ‘place’. 
Tailoring and co-commissioning programmes 
to suit local economic and labour market 
conditions across the Core Cities will have a 
profound effect on the productivity of the UK. 

The solutions
Innovation and high-value employment
The levels of high-value jobs that are being 
created within a city economy are critical to 
productivity. This relates closely to the levels 
of investment in science, innovation and R&D, 
which in the UK are over-balanced toward 
the South-East. While respecting the levels 
of excellence that have built up elsewhere in 
the UK, a different approach to investment is 
required going forward, understanding the 
relationship between this and the ability to 
grow city economies, building up capacity and 
excellence across the UK. Solving this part of 
the productivity puzzle will grow new business, 
increase in-work productivity and is potentially 
one of the most rewarding areas for investment.

Transport
Infrastructure investment and quality – including 
transport and digital – has a particularly high 
impact on productivity, yet the overall quality of 
infrastructure in the UK is ranked second worst  
in the G7. The processes for transport investment  

decisions are long, complex and don’t always 
understand the needs of different places. As  
a result congestion is growing to levels that, by 
2030, will cost the UK more in lost productivity 
than the entire transport budget for 2014.9 

8   What Makes Cities More Productive? Agglomeration Economies and the Role of Urban Governance:  
Evidence from 5 OECD Countries, SERC 2015.

9   INRIX and Centre for Economics and Business Research, 2014
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Glasgow

Transport maintenance funds are also not 
always deployed in a way that best supports  
the economic role of cities.

This is underlined by the fact that although 
London accounts for 16% of the English 
population and 25% of its economy, it receives 
32% of its transport funding, more than the 
total for the whole of the North-West and West 
Midlands combined.10 The solution should not 
be to undermine London, but to completely 
reset the UK’s ambition for infrastructure 
investment, seeking to grow the overall 
footprint across all the UK’s cities, utilising and 
testing innovative financing mechanisms such 
as Tax Increment Financing and Earnback/ 
Gainshare alongside devolved funds to create 
greater flexibility and attract private finance. 

High Speed Rail is critical to delivering the 
vision set out in this prospectus. To ensure that 
the productivity and public spending gaps for 
the Core Cities are closed and to create the 
best possible value from the above shifts for 
the UK economy, a continued commitment to 
a UK-wide network of high speed rail, starting 
with HS2 and including electrification of some 
routes, must be maintained.

Cities require the ability to:

 — strategically manage their bus networks

 — deliver multi-modal integrated ticketing 

 — manage wider strategic transport networks 
(trams and trains) across and between 
urban areas.

Enhanced transport across and between the 
Core Cities will connect more residents to jobs  
and opportunities and enable business growth,  
critical to growing productivity and employment  
(reducing public service costs). Continued 
investment in local initiatives to increase walking  
and cycling will provide low-cost travel options, 
lowering carbon and improving health, which 
also benefits the economy. 

is critical to delivering 
the vision set out in 
this Prospectus

High Speed Rail

Manage wider strategic transport networks

increase 
walking

increase 
cycling

low-cost 
travel

improved 
health

across and between urban areas

Strategically manage their bus networks

Deliver multi-modal 
integrated ticketing

which benefits the economy

Continued investment in local initiatives to

10   PTEG Funding Gap Report 2013
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Digital infrastructure
This plays a major role in making the UK 
smarter, more efficient and productive, 
enabling individuals to access opportunities 
and businesses to access global markets. The 
UK’s digital infrastructure is improving but 
we need to do more to counter increased 
international competition. 

A North American report concluded that 
investment in information and communication 
technology is the main driving force behind 
accelerated productivity for the US and Canada 
since 1996.11 In recognition of this relationship 
other emerging economies are investing hugely 
in digital infrastructure, threatening to leave the 
UK behind. Cities need Government support in 
removing barriers to investment in and take up 
of digital infrastructure, addressing issues such 
as state aid, which currently make it easier to put 
broadband into rural rather than urban areas. 

Housing
The housing mix and offer of a city is linked  
to economic success, and house-building  
is itself an economic sector that generates  
value and employment. Nationally we need  
at least 245,000 homes a year, including  
80,000 affordable homes, to keep pace with 
demand. Last year less than 119,000 new 
homes were built. 

Core Cities have the land assets developer 
relationships and planning powers to deliver 
much more housing, linked to existing physical 
and economic infrastructure, but the way in 
which national resources are deployed does 
not always allow for the local flexibility needed 
to get more housing going. Housing funding 
is fragmented and national policy often feels 
like it is more focused on solving the problems 
in the South-East than the rest of the country. 
Greater local flexibility to pool housing funds 
and apply them to distinctive local need will 
get better results, alongside incentives and 
financing mechanisms to make brownfield 
development more attractive and capture 
uplifts in land values, which can be borrowed 
against to get development started.

The announcements on reducing housing 
rents and increasing the Right to Buy on social 
housing also limit cities’ ability to invest and 
deliver. The New Homes Bonus can act as 
a perverse incentive, and is not supporting 
housing growth across most of the Core Cities. 
The 50 most deprived councils have lost out  
on £111million while the 50 least deprived 
have gained £96million. The Core Cities would 
welcome further discussion on how policies 
for housing can be reformed and made more 
flexible to allow joint objectives for more 
housing to be sustainably delivered.

11   The Relationship between ICT Investment and Productivity in the Canadian Economy, CSLS, 2006

Nationally we need at least

less 
than

new homes were built
2014

homes a year, including
affordable homes,  
to keep pace  
with demand

245,000
80,000

119,000

Effective business support
Effective support services are vital to increasing 
the capacity of businesses, helping them access 
finance, training and advice that is tailored to  
their needs and that of the local labour market,  
linked to the deployment of Trade and Investment  
funds. This helps make businesses and workers 
more productive, as well as helping business to 
scale up and improve the balance of trade.

Tailored advice and support services can 
directly address local market failures and 
contribute to driving growth and productivity, 
ensuring better alignment with services that  
it still makes sense to deliver nationally. 

There has been significant progress in this area,  
with the Government supporting business growth  
hubs across the Core Cities, but we now need 
to go further, devolving and locally tailoring a 
fuller range of investment and services to meet 
local needs, including for business exports.

“ Between 1995 and 
2011, 455,000 customer 
minutes of electricity 
supply were lost due to 
extreme weather”

Energy infrastructure and resilience
Access to a clean cheap and reliable energy 
supply is basic to the success of Core Cities, but 
confidence amongst the business sector that 
national government is likely to improve energy 
infrastructure to the necessary levels is very 
low, with 67% of companies surveyed expecting 
it to worsen over the next five years.12 

Infrastructure that is resilient to a range of 
shocks and stresses helps productivity and lends 
confidence in inward investment. Between 1995 
and 2011, 455,000 customer minutes of electricity 
supply were lost due to extreme weather.13 
Greater freedom to deliver local energy solutions, 
including devolution of carbon levies, retention 
of taxes from revenues generated and more 
ability to coordinate infrastructure planning, will 
deliver a more resilient economy. More stability 
in national energy policy would also help to  
resolve these issues.

Skills and employment 
Adult skills and in-work training and 
progression are one of the biggest drivers 
of increased productivity and shifting to a 
more demand-led system matching the needs 
of business within local labour markets will 
raise productivity. Supporting more Core City 
residents to develop higher level skills will 
ensure that they are equipped to support new 
growth opportunities and access jobs in higher 
productivity sectors, key to closing the gap. 

12  CBI Infrastructure Survey 2014
13   Managing climate risks to wellbeing and the economy, Committee on Climate Change Adaptation Sub Committee 2014
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Devolving funds and linking skills to more 
effective employment programmes, particularly 
for those furthest from the labour market, will 
help to raise engagement levels, closing that part  
of the productivity gap. This is an area where  
cities have previously demonstrated consistently  
better results through locally tailored rather 
than nationally delivered programmes. More 
comprehensive careers information, advice 
and guidance (CIAG) informed by local labour 
market intelligence can boost engagement, 
providing people the best opportunities to 
begin and develop their careers.

Health and wellbeing 
Improving outcomes to – and beyond – the 
national average is a key priority for a number 
of the Core Cities and a strong, healthy work life 
expectancy has a direct impact on engagement 
and productivity within the workplace. The 
ability for each of the Core Cities to take a 
proactive and tailored approach to health 
and social care integration will direct limited 
resources to the most effective areas of support 
and make a tangible economic contribution 
through increased levels of participation in  
the labour market. 

Currently, the financing mechanisms for health 
are skewed toward acute services and need to 
be realigned to incentivise prevention, reducing 
the need for more expensive services in the first  
place. This should take place as part of a wider 
programme of public sector reform, as set out 
under ‘Closing the public finance gap’.

Ageing
By 2065, 26% of the population of England 
and Wales will be more than 65 years old (with 
similar proportions for Scotland) and while 
the Core Cities currently benefit from a larger 
working-age population than the national 
average, it is imperative that, in addition to the 
rising state pension age, Core Cities ensure 
that an understanding of local demographics 
is hardwired into their skills and employment 
programmes. They must provide opportunities 
for older people to continue to engage with  

the labour market in a variety of ways, be it 
part-time, full-time or on a voluntary basis.  
This in turn relies on greater local flexibility  
to tailor programmes and packages of support 
for skills and employment.

Data
As a fundamental point, the availability and 
reliability of data on productivity and public 
services is patchy and questionable in some 
cases, and as part of the National Data Review, 
Government should substantiate all the data 
on which both it and cities will rely for major 
policy and investment decisions over coming 
years, setting out agreed methodologies to 
make accurate future comparisons alongside 
a general commitment to share data. This 
approach will help to unlock further innovation.  
Core Cities would welcome work on the  
co-design of future data services and can  
offer collaborative research to support and  
test a new way of working.

of the population 
of England and 
Wales will be

26% 
By 2065

years
65+

Leeds
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The public  
finance gap

The issues
Core Cities have big social challenges as well 
as big economies, with deprivation levels more 
than twice the national average.14 This broad 
definition disguises a number of underlying 
issues, although it should also be made clear 
that figures for the individual Core Cities can 
be much higher or lower than the combined 
average in each case.

The need for adult social care is generally rising 
due to a dysfunctional system that separates 
health and social care services, and child 
poverty levels in some places are significantly 
higher the national average. Life expectancy 
is slightly lower on average, although in some 
cities and neighbourhoods very significantly 
lower, and long-term unemployment stands  
at a combined average that is more than 30% 
higher than the national average.

Deprivation
Life 
expectancy

Adult  
social care

Long-term 
unemployment

Child 
poverty Homelessness

Compared to the  
national average:

14  2013 figures ONS, measured as a percentage of people living in the 20% most deprived areas in England

Liverpool
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The solutions
A place-based multi-year approach
Recent evidence – including from the Troubled 
Families programme – has demonstrated that 
aligning services and wrapping them around 
families and individuals with complex needs 
can improve results very significantly. To be 
effective this has to include local authorities, 
health, police, employment, skills and other 
services. Upfront investment in other areas, 
such as Early Years, has also been shown to 
create big future savings.

Therefore closing the public finance gap is 
reliant on taking a more place-based approach 
to spending, looking at issues of deprivation 
that place a strain on public finances in the 
round, across all relevant services and agencies.

It also means budgeting across several years, not  
just one, so money can be invested upfront and 
savings recouped later on, allowing savings to be  
shared and reinvested between agencies, over  
at least the same timeframe as the CSR. Demand  
reduction can only be achieved by placing more 
control for investment, commissioning and 
delivery in local hands to really join up public 
services – public sector reform. 

Public sector reform
Public sector reform does not necessarily 
require more money, but it does require  
a radical reform of the way in which public 
investment is used at the local level, aligning 
local budgets and services over several years.

Achieving public sector reform is partly an 
issue of devolution, but also one of integrating 
national and local services and spending  
more closely, and treating Core Cities as  
co-commissioners, where their local knowledge 
can make national and local investment work 
better together, for example for the Work 
Programme Plus and Apprenticeships. 

There is the potential for several or even all 
Core Cities to work jointly on public sector 
reform, creating common performance 
management frameworks, saving money  
on procurement and sharing best practice.

The largest blocks of public finance spent within 
cities relate to health, social care, welfare and 
education. There is both a national and local 
appetite for changing the way these funds are  
spent, based on two primary factors: an increased  
understanding of the mechanics of demand 
reduction, alongside an imperative to manage 
spending if services are to be sustainable.

“ The largest blocks of 
public finance spent 
within cities relate to 
health, social care, 
welfare and education”

Applying integrated principles of working 
allows a much greater toolkit to be applied to 
challenges in the round that will have a positive 
impact on these budgets and ultimately also on 
levels of productivity. To do this, cities and their 
local partners should be given responsibility 
for directing the total public spending across a 
place, aligning resources and strategic plans to  
achieve specific aims, sharing in risk and reward.

During the recession, and particularly in 
2011/12, all Core Cities but one saw an increase 
in homelessness well above the national 
average, although since 2013/14 rates have 
continued to decrease on average.

These issues place additional and unprecedented  
pressures on public services across the Core  
Cities at a moment of severe funding reductions,  
which may mean that, on the current trajectory, 
by 2017–18, some of our cities will not be able 
to provide the basic services they are legally 
obliged to deliver, jeopardising those services 
that make cities exciting, vibrant and attractive 
to people and investors.15  

Closing the public finance gap for the Core 
Cities does not in every case require more 
investment, but it does require a fundamental 
rethink about how we are utilising public 
finances within them, because the unique 
pressures faced by big cities are not recognised 
in the way that public finances are currently 
deployed. Where funds have been devolved, 
for example for public health, local authorities 
have demonstrated that they are very efficient 
at managing and delivering such services.

Although statistics vary considerably from city 
to city, the above averages provide a useful 
picture of the complexity of the social issues 
cities must deal with in order to reduce public 
spending sustainably. Higher welfare, health 
and associated costs than other places means 
that although our cities are critical to the 
economy, the total tax raised across them is 
less than the amount spent on public services. 
This has not been recognised in successive 
Local Government Finance settlements, which 
has resulted in more affluent areas having a 
higher spending power than Core Cities with 
higher levels of service need.

15  Financial Sustainability of Local Authorities, National Audit Office, 2013
16  New Economy analysis from: Mapping Britain’s Public Finances, Centre for Cities, 2015

Figure 2: The Core Cities Public Finance Gap16  

(across wider urban areas)

£191billionTotal public 
spend

£138billionTotal  
tax take

-£53billionPublic  
finance gap

Nationally delivered solutions have therefore 
not had enough impact and instead of avoiding 
it, have in fact led to a postcode lottery, 
because these programmes have not been 
sensitive enough to distinctive local needs. 
Centralised budget cuts have resulted in 
reductions to preventative services including 
local authorities, but seen more or less 
equivalent rises in spending on crisis services, 
particularly for health and welfare.

The problem with the current siloed system 
of spending is that often the local authority 
has to spend more from its budget, but the 
savings accrue to health, the police or national 
government departments, leaving local 
authority budgets even more strained and 
providing a poor incentive for change. 

Changing people’s life circumstances, for example  
moving them from long-term unemployment 
into work or training, is a complex process that 
cannot be aligned with financial year ends, 
yet local authorities are required to budget 
annually, with little idea of what their funds  
will look like one year to the next. 

“ Closing the public finance gap for the Core Cities  
does not in every case require more investment”



36

The public finance gap

Manchester

The biggest prize that can be gained through 
this approach is a wider alignment of all local  
and national services within a place, establishing  
cross-cutting links between the integration of 
health and social care with other policy areas 
such as skills and employment, which will 
reduce costs by some margin, for example by 
reducing unemployment, the biggest single 
contributing factor to poor health.

Early years intervention will be a key strand of 
successful wider Public Sector Reform, which can 
only make the necessary financial difference if 
savings are reinvested locally to create long-term 
change and sustainable services.

Innovation funds
New approaches require innovation, and there 
is a case for bringing together the various 
national innovation funds within place-based 
multi-year settlements, and allocating them 
across the Core Cities – or even jointly between 
several cities that want to work together on 
specific issues – which can then be used to 
draw in other local, national and European 
funds, including from the third sector.

Public sector reform: joining up nationally 
and locally for better results

Better use of  
aligned budgets
–  streamlining systems and services,  

reducing bureaucracy

–  efficiency savings and encouraging  
growth for localities

Tools to do the job 
/ devolved powers
–  freedom to step out of national 

policy constraints

–  tailored services and better 
outcomes for cities and citizens

–  identify risks and manage locally

Improved outcomes

Sustainable services

Higher productivity

Reduced spend over time



39
Conclusions

Core Cities have untapped 
potential
Because of their scale, concentration of 
population, business and assets, Core Cities  
are the places outside London most capable  
of delivering productivity gains for both the 
public and private sectors across the UK.  
The Core Cities already deliver 25% of the  
UK economy from their urban areas.

Although major shifts in urban and 
devolutionary policy have taken place, the 
potential of the Core Cities still remains largely 
untapped due to an overly centralised system 
that deploys public investment in a siloed 
manner, department by department, when a 
more locally tailored approach has been shown 
to deliver better results. Failure to harness the 
capacity of Core Cities would have an impact 
on the whole of the UK, further embedding 
regional economic disparity, which is bad for 
individuals, cities and the national economy. 

Newcastle

The Core Cities  
are capable of 
delivering national 
productivity gains 
because of their Scale Population Assets Business

Conclusions
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To underpin the changes set out in this 
document, the Government should commit 
to a strategic, coherent, cross-departmental 
approach to urban policy, avoiding a situation 
where cities are supported by one part of 
government on one hand, but then undermined 
in the way that departmental resources are 
deployed across them on the other. Only in this 
way can the Core Cities’ productivity and public 
finance gaps be closed. Doing so will deliver 
dividends across the UK. 

Benefits to the economy
The benefits to the economy are clear. Closing 
the Core Cities productivity gap delivers an 
extra £66billion for the UK, and closing the 
Public Finance Gap could add over £53billion 
to the UK’s public balance sheet. Analysing the 
different factors at play within these gaps has 
produced data which can be used to build an 
evidence-based devolution menu, as set out in 
our recommendations at the beginning of this 
document, from which individual city and city-
region / Combined Authority packages can be 
drawn, which will impact positively on local and 
therefore national productivity levels. 

Aligning spending across 
places and financial years will 
transform results
The Core Cities offering reflects the reality 
that connecting people to growth requires 
responsive and enabling public services. 
Sustainable deficit reduction relies on tackling 
the root causes of low skills, low productivity, 
low wages and underachievement.

Closing the Core Cities’ public finance gap 
therefore relies on reducing demand for some 
high-cost services, by taking a place-based 
approach to budgeting, placing more control for 
investment, commissioning and delivery in local 
hands, joining up and reforming public services. 

Financial settlements should be made 
available across locally defined geographies 
from all relevant departments, including 
a proportionate element of departmental 
administrative costs.

Multi-year budgets are an essential component 
of closing both gaps, allowing more investment 
upfront to get better results downstream and 
reinvesting some of the savings to create lasting 
change. Cities should have certainty over at 
least the same period as the Comprehensive 
Spending Review. Multi-year budgets should 
apply the new investment principles: flexible, 
collaborative and stable. 

Investment should:

 — be flexible in the way it is deployed locally

 — enable collaboration and co-commissioning 

 — provide stability across multiple years.

Further devolution will  
help close the gaps
Closing the Core Cities’ productivity gap relies on  
increasing the productivity of businesses and  
sectors, of people already in work, and bringing 
more people into employment and training.  

To achieve this requires a locally tailored 
approach to investment including the following:

 — radically increasing the quality of 
infrastructure including transport, housing  
numbers and quality, and digital connectivity

 — locally tailored investment for innovation, 
research and development that supports 
high-performing economic clusters and 
universities across the Core Cities

 — making sure business gets targeted support 
and advice, including for overseas trade

 — strengthening skills and employment 
services, making them more demand-led 
and relevant to the needs of the local labour 
market now and in the future

 — tackling the underlying causes of 
underachievement in the round, including 
health and wellbeing (public service  
reform), with financing mechanisms that 
incentivise the prevention of issues before 
they become acute.

Not all the above rely on devolution, but digging 
deeper into devolution deals and exploring 
a broader set of devolved powers is a major 
component of any solution, both for reforming 
the public sector and to increase the overall 
levels of investment for growth across the UK, 
for example through innovative financing, 
which takes the debate beyond redistribution  
of resource, resetting the national ambition  
for investment.

A set of core devolution packages should be 
agreed, based on cities’ offers and requests, so 
that each part of each deal does not need  
to be renegotiated from scratch every time. 
These would not be instead of bespoke deals, 
but would reduce the effort required of cities 
and of Whitehall in future deals, because many 
of the contents of individual deals are similar. 

These can then be drawn down by cities according  
to a set of criteria, accepting that it would be 
detrimental to the national interest to hold 
places back that can generate economic growth 
and contribute to sustainable deficit reduction.

Local Government Finance needs 
stabilising and reforming
Over the last five years, local government has 
taken an overall cut of 40% (in England), with 
more planned over this spending period. To 
credibly deliver any further reductions in a way 
that maintains a viable base of strong urban 
local government, and that actually reduces 
public funding overall, the outdated and 
complex system of Local Government Finance 
(LGF) must be reformed. 

LGF is now so fractured that a fundamental 
root and branch review of its future is required, 
including an independent assessment of the 
way in which funding settlements disadvantage 
large urban areas and the various incentives 
that can have perverse consequences across 
many of the Core Cities, such as the New Homes 
Bonus and Student Exemptions. 

Options for increased business rates retention 
(and other taxes as below) should also be 
explored, given that the total business rates pot 
from which local government grants are funded 
is set to rise beyond the total amount that is 
spent on local government by 2018–19. 

As a basic principle, the Government should 
not ringfence any increase in business rates 
revenues that are handed back to local 
authorities (which it has encouraged local 
authorities to grow and on which they now 
appear to be delivering).

Financially self-sustaining cities 
need more local financial control
Creating financially self-sustaining cities means 
allowing them to share in both risk and reward, 
including fiscal reforms that allow cities to 
initially retain more of the local tax base, 
leading to greater devolution of taxes over 
time. This should take place within a system 
that respects the need for some redistribution 
between places with different tax bases.

Multi-year budgets should apply the
new investment principles:

flexible
collaborative
stable
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Conclusions

Nottingham
There is a strong correlation between the levels 
of local financial control in cities and how 
competitive and productive they are, yet cities 
in the UK typically control only 5–7% of their 
total tax base, whereas in Canada 10 times this 
amount is controlled locally or regionally, in the 
US 7.5 times, Germany 6 times and 5 times that 
amount across the OECD on average. 

A programme of fiscal reform for the UK’s 
biggest cities would allow them to generate 
more investment within and between cities, 
including for infrastructure and housing, and 
capitalising more on the economic relationships 
between Core Cities and London, having a 
positive impact on productivity.

Fiscal devolution to the Scottish and Welsh 
Governments will place pressures on the 
border cities and eventually all England, similar 
to the effects of Corporation Tax reductions 
in the Republic of Ireland or Northern Ireland, 
where business was so deeply affected that the 
Government had to step in. The Prime Minister 
has stated that the North-East will be “no worse 

off” following fiscal devolution to Scotland,  
but without additional local controls this will  
be challenging at best.

Fiscal reforms must be applied at the level of 
the functioning economy, not just the nation 
state, so cities can retain more of their tax base 
first, with a roadmap put in place for longer-
term fiscal devolution to cities, across all the 
UK’s borders including Cardiff and Glasgow. 

Co-design and joint work will save 
time, effort and money
Part of Core Cities offer is to work with 
Whitehall on the design and implementation of 
the Comprehensive Spending Review process, 
outcomes and related policy, a far more 
efficient way of designing and delivery policy. 
Where this has been tested it has so far proven 
to be extremely effective, for example working 
jointly with the Department for Business, 
Innovation and Skills and supporting Growth 
Hubs across the Core Cities.
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