LGA/SIGOMA CONFERENCE, 25 MAY 

Spreading the Benefits of Town and City Centre Renewal

Speech by Dermot Finch – Director of the Centre for Cities

· Good to be here. I’m Director of the Centre for Cities at ippr. Before that, I was a policy adviser at the Treasury for 10 years – including 3 years at the British Embassy in Washington DC. 

· For several years, I devised policy on inner-city economics and enterprise. And was responsible for key programmes such as the Inner City 100, City Growth and Community Investment Tax Relief. So I have a strong UK and US perspective on urban issues.

· The Centre for Cities is looking at the economic drivers behind urban change and growth. We are carrying out research not just in the main core cities like Liverpool and Birmingham, but in our smaller cities and large towns such as Derby and Dundee. So I welcome this report on “Spreading the benefits” from our big cities to our smaller cities and towns.
· Most of ODPM’s focus and research has so far focused on the core cities. We now need to focus on the next tier of cities and towns. What are their strengths and weaknesses? What assets can they build on?

· I’d like to talk about two key issues. Markets and Leadership.

Urban markets

· Urban markets are key. But everyone’s trying to do the same thing. All the regional and sub-regional strategies are pushing to be the next biotech cluster. We need to get real – there are only about 10 biotech clusters in the US, so there won’t be that many in the UK.

· Instead, our cities and towns need to build on their assets – which will be different from place to place. Instead of herding around the latest fad, cities should be commissioning data to understand their economies so they can build tailor-made strategies for success.

· Business investment is key to urban markets – especially business investment in deprived areas. But there have been too many micro interventions over the last few years. Tax credits, regional venture funds, community venture funds, loan funds, loan guarantees. These things are useful, but it’s not clear that these are achieving scale and impact.

· The Government should remember to focus on the basics. Business investment is mainly influenced by the big stuff – transport, crime, skills. Businesses do not take investment decisions based on the latest micro initiative from the Treasury or DTI.    

· Our City Markets work will examine business location and investment in deprived areas, and assess the effectiveness of Government policy interventions – including fiscal incentives and business support services. We’ll report early next year. 

Urban leadership

· Leadership is key. But we have some real problems right now. I’m afraid we do need structural reform. You may not have the appetite for it, but you need more powers. And that means structural reform. Let me explain why.

· First, local authorities and city leaders have a very limited financial toolkit. We need more devolution of spending, borrowing and revenue-raising to the local level, to allow cities and towns to develop their own tailor-made solutions to the challenges they face. At the moment, economic development is largely driven by central government. We need to empower towns and cities to do their own thing. But they also need to upskill and increase their capacity to manage greater financial responsibility. 
· Second, we have institutional confusion and inertia. There are far too many different players and agencies clogging up the system. Local Area Agreements are an acknowledgement of this, but even they don’t go far enough. For example, only Telford’s LAA has a single pot “borough budget” model – we need more of those in the next round of LAAs. And overall, we need more clarity on the respective roles of all these different agencies. 
· Third, accountability. We have an accountability deficit at the regional level. Regional assemblies have only indirect accountability. Individual voters identify more with their city and town, than their region. That’s partly why the North-East referendum didn’t work. We should build on voters’ local allegiance, but give local authorities incentives to work together across political boundaries. Directly elected mayors are one possible approach – there are only 12 so far, but the Government wants more in our big cities. If they are to work, they need more powers.

· Our City Leadership work will look into these issues in more detail. We expect to propose a rebalancing of responsibilities between national, regional and local government – with a particular focus on financial devolution of spending, borrowing and revenue-raising.

City-regions

· Finally, a word about city-regions – which have been the focus of much ODPM research recently. I think city-regions make good economic sense, based roughly around Travel To Work Areas. RDA regions are too big in many cases. As a result, Regional Economic Strategies have often ended up looking very homogenous. 
· City-regions encompass a smaller, more real economic area. So I would suggest they are the best spatial focus for economic development, with RDAs co-ordinating between city-regions.

· One question is whether we need new city-regional institutions – or whether city-regions can develop within the existing institutional framework. The jury is out on this, but we do need RDAs to step back a bit and allow city-regions to develop where they make sense. 
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