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There are costs to growth such as high property prices, congestion and air pollution. Policy needs 
to manage these costs if it is to help sustain success in our most buoyant city economies.

 
A number of UK cities, most of which are in the Greater South East, are already strong economic performers and 
make an important contribution to the performance of the national economy. But their success comes with costs 
too, for example pushing up the price of commercial and residential property and increasing congestion and 
pollution.1 While these costs play out across all cities, managing their impacts in successful cities in particular is 
necessary if these cities are to continue to make their important contribution to the national economy. Failure to 
do so may mean that these costs start to drag on future economic growth at the local and national level.

The implications for residential and commercial property costs is particularly clear. Figure 1 shows the 
correlation between house prices and rateable values of commercial property (used as a proxy for rent), with 
the size of the bubble representing productivity. As can be seen on the next page those places that are more 
productive tend to have more expensive housing and commercial space, as strong demand to locate in these 
cities as a result of their economic performance has pushed up the price of property.

1     These costs were highlighted by the National Infrastructure Commission (NIC) in their recent interim report on infrastructure requirements. See NIC 
(2017), Congestion, Capacity, Carbon – priorities for national infrastructure, London: The Stationery Office.
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Figure 1: The relationship between house prices, cost of commercial space and productivity
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While the current geography of jobs and businesses across the UK (as set out in the first briefing in this 
series)2 suggests that high-skilled businesses are prepared to shoulder some of these costs to access 
the benefits of locating in our most successful cities, it is fair to assume that this will not last indefinitely. 
Indeed a number of business surveys suggest that housing costs in London are making it more difficult for 
businesses to recruit.3 This in turn reduces the benefits to a business of locating in the capital.

Increasingly unaffordable housing also has implications for inequality. High house prices hurt the poor 
in society the most, and price them out of the job opportunities available in successful cities. For these 
reasons increasing the supply of housing (and necessary related infrastructure) will be important in any 
strategy aiming to both increase the productivity and job opportunities in a city.

Two other problems resulting from density are congestion and poor air quality. The measurement of each is 
patchy, but there is some data that gives some insights.

Looking first at congestion shows that it is a particular problem for London. According to TomTom data, it 
ranks 25th out of the 390 world cities in their dataset for high levels of congestion, and according to Inrix 
it has the highest number of hours lost per driver at peak times – at 73, this is almost double second-place 
Manchester’s figure of 39.4 

Average vehicle speeds suggest unsurprisingly that these congestion problems are particularly a problem 
in the centre of large cities. In 2013/14, the average speed in England was 24.3 miles per hour. In Greater 
London, it was 15.5. And in Camden and City of London, it was 9.2. Similar patterns are seen in Greater 
Manchester and the West Midlands.

2   Swinney, Paul (2017) Why don’t we see growth up and down the country?  
3     See, for example, London Chamber of Commerce and Industry (2014) Getting our house in order: The impact of housing undersupply on 

London businesses, London: London Chamber of Commerce and Industry.
4    Tomtom Traffic Index. Inrix Global Traffic Scorecard.
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Data on air quality shows that poor air quality is very much an urban issue.5  When looking at the 50 most 
polluted local authorities in the UK, just five are outside of urban areas. Again this is dominated by London 
boroughs, with Westminster and Kensington and Chelsea having the highest air pollution of any authority in 
the country. Meanwhile those least polluted tend to be rural authorities. 

Poor air quality is responsible for many thousands of deaths and has recently been linked to poor sleep.6  
Improving air quality – and the measurement of it - will be important if a city is to continue to be attractive 
to workers.  

 
Implications for policy

National policy:

• Target house building in those places where demand is highest (as revealed by housing 
affordability figures), rather than setting broad targets for the country as a whole.

• Follow through on the commitment to fund Crossrail II to help continue to improve London’s 
transport network.

• Give TfL style powers to other transport bodies in city regions with a mayor to enable them to 
better manage and invest in the transport systems within their cities. 

Local policy

• Put a spatial plan in place that understands and reflects the roles that different parts of a local 
economy play. This will need to set out where new housing and office space will be provided, with 
the aim of providing sufficient supply of new property where it is required to help manage the 
increases in costs resulting from strong demand. Doing this allows housing and transport policy to 
be integrated so that new infrastructure can be planned to open up new housing sites where they 
are needed.

• Learning from London, consider the introduction of congestion charging or road user charging to 
help manage demand for limited road space. Any proceeds from such a scheme should be used to 
reinvest in public transport to help link workers to jobs.

• Where air pollution is a particular problem, introduce a low emissions zone to tax the use of high-
emissions vehicles.

5     General Election 2017 Issue 5: Air quality, http://www.centreforcities.org/blog/general-election-2017-issue-5-air-quality/.
6     Billings ME et al (2017) Relationship of Air Pollution to Sleep Disruption: The Multi-Ethnic Study of Atherosclerosis (MESA) Sleep and MESA-Air 

Studies, American Journal of Respiratory and Critical Care Medicine and Royal College of Physicians (2016) Every breath we take: the lifelong 
impact of air pollution, London: Royal College of Physicians.
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