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Executive Summary 

Successful city economies need efficient transport, skilled workers, quality housing, good 
public space and amenities. But city economies don’t stop at local authority boundaries. For 
example, 50 per cent of commuters in cities live and work in different local authorities. 

So budgets and strategies to organise and deliver planning, transport, housing and skills 
should cross local authority boundaries to reflect this — yet all too often they don’t. That 
wastes money and makes economies work less well. 

In some areas, local authorities are working together — from informal partnerships and 
outsourcing to more formal arrangements such as joint committees and management 
teams through to statutory combined authorities.

But working together continues to be challenging for most councils across the country, 
because it means councils need to give up sovereignty, be exposed to risks and deal 
with issues of democratic and financial accountability. And when it comes to economic 
development, which can often feel siloed at a national level, the big challenge is that the 
economic benefits of working together are too often outweighed by the political costs.

This report, which looks at the challenges and benefits of councils working together to 
support economic growth, argues that the benefits need to outweigh the costs if the UK 
is to make the most of its cities and their surrounding areas. 

The landscape is starting to change: the UK will have four additional combined authorities 
by April 2014. But it is happening in too few places, and working together continues to be 
fraught with difficulties. 

A clearer framework from government combined with stronger incentives for working 
together could help local government raise its game, doing and offering more in exchange 
for genuine devolution of powers and freedoms. To make this happen we recommend that:

1) Combined authorities are offered London-style powers

Ideally, combined authorities should be granted similar powers to those currently 
available to the London Mayor and Greater London Authority. These powers would 
include being able to:

•	 Levy and raise additional funding for economic growth projects

•	 Set out the strategic vision and plan for the area

•	 Intervene in strategically important planning issues and direct local authorities 
to conform with the Strategic Plan

•	 Establish a Transport for London (TfL) equivalent body which would have control 
over rail, metro/trams, strategic roads, funding of local transport plans and 
critically bus regulation, as well as financial flexibility including control over the 
fare-box income

•	 Take control of Homes and Communities Agency (HCA) assets, acquire land for 
housing and regeneration purposes and set affordable housing targets 

•	 Establish Development Corporations (DCs) for regeneration purposes covering 
a specified area or areas of land. 
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In the first instance, these powers should be offered to Greater Manchester Combined 
Authority. As the other forthcoming combined authorities and any future combined 
authorities ‘prove their worth,’ London-style powers should be made available to them. 

The widest range of powers should be on offer to combined authorities willing to go one 
step further and have a directly elected mayor at the level of the functional economic area.

2) Counties are offered an option to establish a ‘strategic county’

For counties that are also functional economic areas, the most efficient option within 
the current local government system would be to transfer strategic planning powers to 
the county. This new ‘strategic county’ structure would mean that the county would be 
able to coordinate housing, transport, regeneration and skills budgets and strategies. 

3) Offer cities outside of existing city-region arrangements incentives to 
explore more formal ways of joint working

There are Economic Prosperity Boards and Joint Management Teams that cover their own 
functional economic areas. While they lack the same level of integration of policy, strategy 
and budgets as combined authorities, they offer greater certainty and collaboration for 
policies that affect the wider economic area. These incentives could include:

•	 Offering integrated multi-year budgets; 

•	 Establishing a Single Public Sector Asset Management Board; 

•	 Greater influence over the Highways Agency’s and Network Rail’s non-national 
investment programmes and control over all non-national trunk roads; and 

•	 Greater influence over the Work Programme and SFA budgets and priorities.

4) London is given extra fiscal and funding powers and flexibilities

London already boasts robust governance structures that are democratically 
accountable and have supported economic growth. The capital now needs greater 
fiscal autonomy to keep up with the pressures on its infrastructure and services. This 
would include: 

•	 Relaxing restrictions on borrowing for capital investment and housing within 
prudential rules;

•	 Allowing the London government to bring forward local Tax Incremement 
Finance (TIF) schemes; 

•	 Permitting the London government to recalibrate council tax bands; and 

•	 Devolving property taxes. 

What would this mean for LEPs?

LEPs should be required to sign off the growth strategy and investment 
plans of combined authorities and strategic counties. If LEPs are to co-exist 
with and add value to combined authorities and strategic counties, they cannot 
merely operate in the same space; there needs to be clear distinctions of roles 
and responsibilities. This means the geography and remit of LEPs would need to be 
reviewed and reconfigured by LEPs, combined authorities and strategic counties on a 
case-by-case basis.
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1. Introduction

Most people and businesses operate at the ‘more than local’ scale, but 
local authorities typically do not. Almost 50 per cent of commuters in cities live 
and work in different local authorities.1 Businesses rely on roads and public transport 
that cross local authority boundaries to move goods and access workers. And 
everyone – workers, residents and visitors – relies on education, housing, and health 
services and amenities that are located throughout the area. 

However, most policies and programmes are still managed by Whitehall or 
by individual local authorities rather than at the scale of everyday life – the 
functional economic area (FEA).

Box 1: What is a functional economic area?

A functional economic area (FEA) is the area over which people live their daily 
lives and businesses operate. FEAs are defined in many ways such as the Travel to 
Work Area (TTWA) — which covers the area through commuting patterns — and city 
region or metropolitan area — including the densely populated urban core and the 
less dense surrounding areas that share business links, infrastructure and housing. 
Rather than refer to them as TTWAs or city regions, this report uses the term FEAs.

Figure 1: Commuting patterns of workers into the Manchester urban core

As a result, cities and their surrounding areas find it difficult to efficiently 
invest in the transport, housing and skills programmes required to grow 
their economies and support local prosperity. This in part explains why seven 
out of the nine largest English city economies are performing below the national 
average, and why the country is not making the most of some of the fastest growing 
cities such as Cambridge and Milton Keynes.2

1. ONS Community data
2. Bolton T, (2013), Mid-sized cities: Their role in England’s economy, London: Centre for Cities
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Box 2: Examples of how economies operate across local authority boundaries

• The Southampton Port indirectly supports 15,000 jobs across the Solent 
sub-region.3

• In Birmingham, Bristol and York, the average commuter travelling into the 
city comes from 35 miles (56 km) away or further.4

• In Manchester, 70 per cent of businesses in life sciences with local supply 
links trade across the wider city region.5

• 70 per cent of start-up companies from Cambridge University locate in and 
around the city centre.6

• Business passengers at Stansted and Luton travel up to two hours to their 
respective airports.7

However, local government behaviour is starting to change as a result of 
austerity. Local government budgets are set to fall 14 per cent between 2010/11 
and 2015/16. As a result, local government is developing new ways of operating with 
fewer resources.8 These include: 

•	 Joint committees and shared procurement – the Dorset Waste Partnership 
Joint Committee saved £1.4 million for the seven member councils in 2011/12. 
The local authorities are joint buying, sharing depots and vehicles and 
collecting waste across boundaries where efficient.9 

•	 Shared services – the Tri-borough arrangement in London is another well-
known example of councils working together to reduce their costs. It has 
joined up children’s service, adult social care, library service and corporate 
services and will have saved £40 million by 2015/16.10

•	 Mergers – West Somerset Council and Taunton Deane Borough Council are 
merging their staff, with senior managers merging in January 2014 and all staff 
merged by March 2016. West Somerset had been losing funds and claimed it 
was no longer financially viable. The merger will save up to £1.9 million per year.11

•	 Unitaries — Recent suggestions to form new unitary authorities in Warwickshire 
and Essex in part are attempts to reduce duplication, join up services and 
save money across district councils. The proposal from Warwickshire would 
merge the six districts and create a single unitary saving between £12 million 
and £17 million per year.12 This is in line with previous conversions which 
generated efficiency savings of “£46 per person a year in Cornwall, £52 in Central 
Bedfordshire, £66 in Shropshire and £91 in Northumberland.”13

3. Atkins, (2011), Economic Impact of the Port of Southampton: Final report, London
4. Centre for Cities, (2013) Cities Outlook 2013, London: Centre for Cities
5. Coyle D et al, (2009) Innovation, Trade and Connectivity, Manchester: Manchester Independent Economic Review
6. Library House, (2006), The Impact of the University of Cambrdige on the UK Economy and Society, Cambridge
7. Civil Aviation Authority, (2011), Airport market power assessments: catchment area analysis Working Paper
8. Wilcox Z, (2013), Supporting local government during austerity: why we need reform following the Spending Review, London: Centre for Cities
9. Dorset Waste Partnership, (2013), Councils Working Together, Webpage accessed on 11 November 2013, available at: http://www.
dorsetforyou.com/dorset-waste-partnership
10. The London Tri-boroughs, (2013), Improving lives, Saving money: Practical Examples From the First Two Years Since we Decided to 
Share Major Services, London.
11. BBC News, (2013), ‘Somerset Councils Merger Leads to Job Cuts’, 12 November 2013
12. http://news.warwickshire.gov.uk/blog/2014/02/25/exploring-unitary-government-for-warwickshire-gets-the-green-light/
13. ‘Labour floats revival of unitary reorganisation’, 25 February, 2014, LGC http://www.lgcplus.com/topics/reorganisation/labour-
floats-revival-of-unitary-reorganisation/5068375.article
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But beyond responding to austerity, local authorities also need to work 
together to support growth in their local economies. The evidence suggests 
that urban areas perform better when administrative and economic areas match 
up.14 Local government increasingly recognises it needs to work together to be more 
efficient, reform services and coordinate their growth strategies. Because workers 
and businesses are affected by decisions made by many councils within their 
local economy, the strategy for investing in transport, skills, housing and the local 
economy needs to be at the FEA scale. 

And there are real benefits from combining budgets and governance to 
support economic growth. Currently, local authorities handle relatively small and 
fragmented pots of money for transport, housing, skills and economic development, 
which do not facilitate coordination across the FEA or across policy areas. By 
working together they can:

•	 Build scale: Councils have a larger pot of money which they can use to 
leverage additional investment from the private sector. This allows councils to 
undertake more activity than they could do on their own. 

•	 Share risk: Since councils have more money to spend on a range of 
projects of varying risk levels, councils can develop a better portfolio of 
projects across the FEA. 

•	 Coordinate investments: Local authorities can coordinate investment 
more effectively, planning strategically where and when to invest in housing, 
transport and regeneration schemes to maximise the effect.

•	 Invest efficiently: By pooling budgets, councils can achieve economies of 
scale in making and managing investments.

•	 Develop a project pipeline: The FEA should be able to better plan for and 
develop a pipeline of projects across the FEA.

So even if they want to, places cannot ‘go it alone’. To improve the standard 
of living of their residents, to support their businesses to be more successful and to 
make a larger contribution to the UK’s economic recovery, places must work across 
their ‘functional economic area’ to manage their business environment, build housing, 
promote employment, invest in skills, support enterprise and innovation, deal with 
image problems, and improve transport infrastructure. 

Moving to combined authorities also has benefits for national government, 
because it supports economic growth more effectively, makes more efficient use of money 
and makes it easier for national and local government to engage on economic issues.

But despite the increasingly well known benefits of working together 
for both local and national government, it remains a challenge. The future 
success of places is increasingly economically inter-dependent (with mutually 
important commuting and supply chain links between one another). But many 
tensions between cities, suburbs and rural hinterlands, or between neighbouring 
cities, remain. 

This report aims to further the understanding of the political, economic and financial 
tensions and challenges associated with working at the FEA level and set out a route 

14. Cheshire and Gordon, 1998; Cheshire and Magrini, 2002; Marshall, 2005
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map for overcoming them, so that cities receive the governance and funding that 
they need to prosper. 

Report Structure 

Section 2 outlines the challenges faced by local authorities in trying to work together. 
Section 3 shows how local authorities are currently working together, which models 
offer the most robust means for supporting economic growth and what can be 
done to strengthen these. Section 4 argues for rolling out London-style powers to 
other parts of the country that can demonstrate robust governance and financial 
structures. Finally, Section 5 sets out the practical actions for Whitehall, local 
government and LEPs to make it happen. 
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2. Why is working together currently so difficult?

Working together involves negotiation, prioritisation and agreement. When 
the interests of the local authorities are not aligned, they are unable to collectively 
make the strategic investments and decisions that support economic growth.

There are six main reasons as to why local authorities find it difficult to work together 
on economic growth issues. 

1) Economic boundaries and administrative boundaries rarely match up.

Housing markets, job markets, travel patterns and supply chains are larger than 
any single local authority. So no single council can possibly manage investment 
in housing and the local economy adequately. Individually they don’t have the 
financial resources, the powers or the mandate to make decisions and investment 
that will improve their wider FEA. Rather, the system as it exists means councils 
have to make isolated and fragmented decisions covering their patch.

2) The economy covers many councils and the costs of growth often fall on 
one local authority, while the benefits are felt by others.

Investment in one council often has benefits that go well beyond its boundaries. 
This means the costs and risks of investing in the economy are highly localised, 
while the benefits are often dispersed across the wider area. For example, the 
Liverpool and Sefton docks will build upon a supply chain which extends across 
the wider Merseyside FEA and beyond. Regeneration of the docks would actually 
lead to many more jobs being created elsewhere in the FEA than in Liverpool or 
Sefton itself, but the financial and economic development responsibility lies with 
each council.15 With the new combined authority in Merseyside, the opportunity 
to better align costs and benefits across the functional economic area is 
enhanced, and thus the project is more likely to proceed. 

3) Across an economic area, there can be lots of different types of councils 
with different responsibilities.

A FEA can include shire districts, unitary authorities and metropolitan districts. 
Figure 2 highlights the complexity of the administrative and service responsibility 
between types of councils. The different types of authorities rarely have single 
budgets for investing in transport and economic growth. For example, pooling 
budgets between a unitary authority and a shire district to invest in transport is 
incredibly challenging due to the difference in funds and powers between the two.

4) The existence of additional institutions with different geographical 
boundaries adds to the collaboration challenge.

The variable geographies of local authorities, LEPs, Integrated Transport 
Authorities, police commissioners and combined authorities make coordinating 
strategies across the layers more difficult in some areas than others (Figure 3). 

•	 The Greater Cambridgeshire and Greater Peterborough LEP is one of the 
most complicated economic geographies. It cuts across six counties 
and one unitary authority. It also shares five districts with four other 

15. Note: The proposed combined authority for Merseyside should address these challenges.
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LEPs. And it consists of two Primary Urban Areas (built up areas): 
Cambridge and Peterborough.

•	 In Greater Manchester, the coordination of strategies is easier because 
the LEP aligns with the financial and governance structures already in 
place. In Greater Manchester, the LEP geography covers the same 10 local 
authorities as the Greater Manchester Combined Authority (GMCA) and 
Association of Greater Manchester Authorities (AGMA). 

•	 In the Solent region, the LEP covers the two unitary authorities of 
Southampton and Portsmouth, the 11 districts of Hampshire County and 
the Isle of Wight.

•	 The Sheffield LEP has almost the same geography as the Sheffield City 
Region and the proposed combined authority. However, the proposed 
combined authority includes district councils from two counties 
(Nottinghamshire and Derbyshire) and by law it is not possible for only one 
part of the county to join a combined authority. As a result, the districts that 
belong to different counties will be non-voting members of the combined 
authority and will participate in a joint scrutiny committee for the LEP.16

Figure 2: Powers of local government and FEA government

16. Sandford M (2013), Combined Authorities, London: House of Commons
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Figure 3: The challenge of aligning governance across FEAs
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5) The economic benefits of working together are often overshadowed by 
political issues

Studies of the challenges to creating FEA governance in the United States found 
“political impediments overwhelm economic arguments for achieving meaningful 
regional governance.”17 Similarly, in Canada, the lack of trust between local 
authorities, and the “mutual suspicion” between public and private actors, were all 
highlighted as obstacles to achieving FEA governance.18

Other factors that inhibit local authorities from working together include:19 

•	 Political alignment and control. Some authorities fear losing control to 
a larger, more dominant or politically-opposing local authority.

•	 Political leadership. Lack of leadership and capacity to clearly 
communicate to residents how their area will benefit. 

•	 Loss of decision-making powers. Invariably, working at the wider 
economy level will require the transfer of resources and powers up from 
individual authorities.

•	 Short-term costs vs long-term gains. Councils are less likely to 
collaborate on projects that will cost money, time, or power today but 
provide benefits many years down the road.

•	 Centralised revenue structures. Because the returns to collaboration 
are often long-term and accrue to Whitehall departments, councils bear the 
upfront risk with much uncertainty around the long-term benefits.

6) The Government rarely thinks about place when devising policy and it 
controls most of the money and powers that influence local growth.

Most policies are developed at the national level in the UK, and they rarely 
account for local differences. The New Homes Bonus, for example, assumes that 
every place needs to add much more housing, yet some markets have stagnating 
prices. Another example, the experience of Community Budgets, suggests that 
government often wastes public funds by organising policy through Whitehall 
departments rather than focusing on places. 

Lack of a place focus can also undermine government-designed incentives to 
encourage places to focus on economic growth. For example, many fast-growing 
local authorities keen to invest in their local economy are becoming increasingly 
concerned that the Government does not recognise that growth also has costs for 
the public sector – for example the need to build new schools and provide more 
public services. As a result, the financial case for supporting economic growth 
even at the level of the local authority, let alone at the more effective level of the 
FEA, is undermined.

17. Norris D, (2001), ‘Prospects for Regional Governance Under the New Regionalism: Economic Imperatives Versus Political 
Impediments’, Journal of Urban Affairs, 23:5, pp. 557–571
18. Leibovitz J, (2003), Institutional Barriers to Associative City region Governance: The Politics of Institution-Building and Economic 
Governance in Canada’s Technology Triangle, Urban Studies, 40:13, pp. 2613-2642.
19. Centre for Cities Interviews
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Overcoming the Challenges 

The challenges to working together in more coherent and robust ways are 
real, but they are not insurmountable. The ongoing challenges associated with 
combined authorities such as that in Tyne & Wear, where there is a desire to make 
it work, are a reminder of the substantial challenges that local authorities face. It’s 
not easy to agree joint priorities which will involve all areas compromising to some 
degree. Nor is it easy to ensure that the structure of the combined authority and 
arrangements for running it are workable, that they share power appropriately while 
having clear leadership, and that they will deliver a clear joint agenda that works for 
all the local areas. 

The experience of Manchester over the last 25 years and most recently since the 
establishment of the Greater Manchester Combined Authority clearly demonstrate the 
benefits of working together at the FEA level and some of the ways in which barriers to 
joint working can be overcome. In Greater Manchester the long-standing partnership of 
authorities has been led by Wigan rather than Manchester, with various local authorities 
leading on, or being involved in, the different sub-committees. 

Box 3: Benefits of working together – Manchester 

Since the establishment of the Greater Manchester Combined Authority (GMCA) 
in 2010, it has achieved:

•	 Major refurbishment of Bolton and Rochdale railway stations as a part of a 
city region transport investment programme

•	 ‘Revolving Infrastructure Fund’ worth £30 million per year

•	 Permission for 5,000 to 7,000 new homes built by 2017

•	 A programme of carbon reduction measures

•	 Overall savings of £11.7 million per year compared to 2007 to 2008.20

Working together at the FEA scale is challenging for local authorities and is made more 
complicated by the varying geographies of governing organisations. Moving forward, 
local government, LEPs and Whitehall need to work together to align the 
budgets, functions and boundaries of LEPs and statutory governance at the 
FEA level. The next section sets out the economic issues that local authorities are 
most likely to benefit from working together on and how they should do this. 

20. DCLG, (2013), Councils Combined for Economic Growth, Press Release: 12 August 2013
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3. Collaborating for growth: how councils can currently 
work together to drive their economies

Despite the challenges highlighted in the previous section, councils already 
work together in many different ways and for many different reasons. The 
form and function of these collaborations range from less formal to more formal 
arrangements. Figure 4 gives an overview of the most common forms of collaboration 
along this spectrum. These collaborations can work in tandem and at different scales.

Less formal collaborations are often focused on saving money and responding to 
austerity or on one specific economic development project. These relationships allow 
councils to work together and be more efficient without integrating their economic 
strategies or budgets. 

Figure 4: The spectrum of collaboration from least to most integrated21

21. National Planning Practice Guidance Duty to Cooperate, Available here http://planningguidance.planningportal.gov.uk/blog/
guidance/duty-to-cooperate/what-is-the-duty-to-cooperate-and-what-does-it-require ; Welsh Local Government Association. (2012), 
Local Guidance for Collaboration, Cardiff; IDeA, (2009), Shared Chief Executives and Joint Management: A Model for the Future?, 
London: IDeAl; Part of LGA Group; GLA (2013), Mayor of London. Available here http://www.london.gov.uk/mayor-assembly/
mayor#sthash.gMEvSWgI.dpuf.
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Greater Manchester Combined Authority (GMCA) is a statutory 
body,formalising previous relationships between the Association 
of Greater Manchester Authorities. GMCA manages transport, 
economic development and regeneration functions. The Greater 
London Authority (GLA) also has a lead strategic role in London's 
economy, housing, policing, transport, planning, environment, 
culture, and health improvement. 
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More formal collaborations are also important because they offer greater certainty 
for investment which allows councils to work in different ways. For example, Joint 
Management Teams and Joint Committees bring the management of budgets 
together, but they do not necessarily pool the funds together. This means the long-
term strategy for co-investment is less certain and the decisions of the Joint Team 
could be unpicked if the political tide of an area turned. 

But, to drive economic growth, local authorities need more robust cross 
boundary governance arrangements as well as the means to agree a clear 
focus on the issues which matter most to the local area. 

Getting the right governance

Local authorities need new ways of making joint decisions and prioritising 
investment at the FEA level that cannot be easily unpicked. Councils need 
democratic, statutory bodies that can offer confidence, certainty, accountability and 
financial credibility. These bodies will necessarily take different shapes in different 
parts of the country. 

For well-established city region areas, combined authorities offer the most 
robust means for local authorities to collaborate on economic development 
issues. They also provide the Government with the strong and accountable 
leadership required to devolve powers to the spatial scale which matches the 
economic footprint of that place. 

The four forthcoming combined authorities in Merseyside, West Yorkshire, South 
Yorkshire and Tyne & Wear will help support economic growth and prosperity in 
those places. Building on this, all other major UK cities – Birmingham, Bristol, 
Cardiff, Nottingham and Glasgow – should be supported to introduce 
combined authorities as soon as possible. 

For those cities that are outside of existing city-region arrangements, 
for example Reading, Milton Keynes or Leicester, the priority should be 
to explore the merits of establishing more formal collaborations such as 
Economic Prosperity Boards and Joint Management Teams that cover their own 
functional economic areas.

And for two-tier areas which are self-contained functional economic areas, the 
most efficient option within the current local government system would be 
to transfer strategic planning powers to the county. This new ‘strategic county’ 
structure would mean that the county would be able to coordinate housing, transport, 
regeneration and skills budgets and strategies. This would not negate Neighbourhood Plans, 
but it would give the county the ability to better prioritise and manage funding for transport 
and social infrastructure, for example, in relation to new housing developments. Under 
this model strategic counties would not, however, receive all the powers currently held 
by districts. Districts would still manage local services such as leisure and recreation and 
environmental health and be responsible for housing development below a certain scale. 

These kinds of joint working arrangements – combined authorities and 
strategic counties – offer the prospect of strong, democratically accountable 
statutory institutions, capable of directing growth across their area, and 
possessing the necessary financial credibility to drive investment.
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Focusing on the issues that can make the biggest difference

But it isn’t just a question of institutions. In order to successfully collaborate 
to support growth, local authorities must determine the economic issues that bind 
them together — what they have in common — then assess what they cannot do as 
well (or at all) on their own. Ultimately, they should consider: “What will make the 
biggest difference to the people and businesses in my city if I work more 
strategically with my partners?”22

Transport, skills, strategic planning and housing are the issues that would 
most benefit from cross-boundary working. Cross-boundary collaboration 
when devising skills, transport and housing policies can help align policies with the 
scope of the real economy, tailoring them to local people and businesses’ needs and 
implementing more innovative policies.23 

Box 4: The issues that should be coordinated at the FEA level

Transport: A well-functioning and integrated transport system reduces 
transaction costs and travel time costs for both workers and businesses.24 And 
transport projects which consider the needs of local areas and citizens can 
improve people’s access to jobs.25 In turn, transport policy for FEAs should be 
part of a wider mix of place-based strategies which include skills and business 
support among other areas.

The work of individual authorities within each FEA should be to formulate plans 
to implement the strategy set out by the combined authority or strategic county. 
In London, the Mayor’s policies and proposals are implemented by the GLA, TfL, 
the London boroughs, the Department for Transport (DfT), Network Rail, the train 
operating companies and other delivery agencies.26

Strategic Planning: Enabling and encouraging physical development allows 
businesses to expand and increase their economic output as well as new housing 
to support growing cities. Facilitating the growth of cities can help boost an area’s 
economic performance.27 A growing economy also needs sufficient houses, built 
in the right places and of the right type and tenure. Failure to support housing 
development will result in rising house prices and can constrain economic growth.

Organising housing at the FEA level helps align it with development plans, 
including major projects to support the economy.28 The entire city can benefit 
from a regeneration project, so funds should be provided to support them for 
FEAs. In London, for example, a £70 million fund was provided to regenerate town 
centres across the city following the 2011 riots.29

Skills: The right skills are essential for economic growth. Firms with access to a 
skilled workforce are more productive, and cities with a highly skilled population 
achieve faster growth.30 English cities that had a higher number of residents 
educated to degree level or above in 1998 tended to see a stronger growth of 

22. DCLG, (2008), Research into multi-area agreements: Long-term evaluation of LAAs and LSPs, London: DCLG.
23. Centre for Cities, (2011), Beyond the boundaries, London: Centre for Cities
24. See for example: Eddington R, (2006), The Eddington Transport Study The Case for Action: Sir Rod Eddington’s Advice to Government, 
London: The Stationery Office; CBI, (2009), Time to Change Gear? Assessing the UK Transport Networks, London: CBI and OECD
25. Clayton N, Smith R & Tochtermann L, (2011) Access all areas: linking people to jobs, London: Centre for Cities
26. GLA, (2010), Mayor’s Transport Strategy: Part One
27. Overman H Gibbons S & Tucci A, (2009), The Case for Agglomeration Economies, Manchester: Manchester Independent Economic Review
28. GLA (2013), Housing & Land, available at: http://www.london.gov.uk/priorities/housing-land
29. GLA, (2013), Regeneration Fund, available at: http://www.london.gov.uk/priorities/regeneration/mayors-regeneration-fund
30. Glaeser E & Saiz A, (2003), The Rise of the Skilled City, NBER Working Papers 10191

“Enabling 

and 

encouraging 

physical 

development 

allows 

businesses to 

expand and 

increase their 

economic 

output”



C
it

y 
M

on
ey

: B
re

ak
in

g 
bo

u
n

d
ar

ie
s 

• 
M

ar
ch

 2
01

4

15

Gross Value Added between 1998 and 2007.31 And some of the UK’s cities with 
high proportions of people with no formal qualifications also tend to have lower 
rates of labour participation and lower economic performance.32 

Organising skills interventions at the FEA level can help address issues around 
labour market mobility (people receive skills support in one place but then use 
those skills in another) and provide a broader framework for targeted policies 
such as focusing on worklessness within specific deprived areas.

Economic Development: Business support, trade, inward investment and 
tourism can provide better outcomes by being organised at the FEA level. For 
example, the economic development and regeneration functions of the Greater 
Manchester Combined Authority provide funding to groups that deliver research, 
strategy, evaluation and performance management, including: employment and 
skills; business support, trade and inward investment strategy; and marketing, 
communications and tourism services.

Not all places are politically, economically or legally able to move to a 
formal FEA governance structure in the short term. But by identifying the right 
institutional arrangements to underpin their collaboration at the level of the FEA, 
and agreeing a common understanding of the issues that matter most to their local 
economies, local authorities can more effectively drive growth in their area. 

However, if local authorities are not armed with the necessary powers, freedoms 
and incentives, they will struggle to make the most of these kinds of arrangements. 
The next section sets out how the powers of the most successful FEA in the country, 
Greater London, could be rolled out to the rest of the country. 

31. Swinney P Larkin K & Webber C, (2010), Firm Intentions: Cities, Private Sector Jobs and the Coalition. London: Centre for Cities
32. For example, the correlation between the percentage of the population with no formal qualifications and economic inactivity rates for UK cities for the 
period 2004/09 is 0.70. Interestingly there is a much weaker correlation between the former variable and those currently inactive but want a job.
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4. Rolling out Greater London’s powers to other big cities

The Greater London Authority and London Mayor provide the blueprint for 
determining what should be managed at the FEA scale. Within the UK, only 
London has powers, budgets and responsibilities under the remit of a democratically 
accountable entity. As Box 5 shows these functions cover a range of public services 
in relation to transport, skills, planning and housing. 

Box 5: What is the Mayor and the GLA responsible for?33

The Mayor’s functions cover a range of public services. Some of his priorities are 
set out in the GLA Act and related legislation, while others have been personally 
chosen by the Mayor to prioritise, such as youth and volunteering programmes. 
The GLA Act gives the organisation a lead strategic role in London’s:

•	 Housing and Planning

•	 Transport, carried out by Transport for London (TfL)

•	 Policing, Mayor’s Office for Policing and Crime (MOPAC) oversees the 
Metropolitan Police Service (MPS)

•	 Environment

•	 Culture, including London Legacy Development Corporation (LLDC) in 
charge of the Olympic legacy

•	 Health improvement

The London boroughs retain the budgets and management of education, 
social services, housing, planning, and environment and waste. They also collect 
council tax from their local residents, part of which is the GLA precept, which 
helps fund the GLA and wider GLA group’s work.

The London model also highlights how better coordination of public sector 
services can be achieved. Firstly, the Mayor of London has a very wide sphere 
of influence, for example chairing the London Skills and Employment Board (LSEB), 
Transport for London (TfL) and the Homes and Communities Agency (HCA) London 
Board. The Mayor is able to use this influence to ensure that each of these bodies is 
aligning its activities with the others. 

Secondly, the London Plan, together with the Economic Development Strategy 
and the Transport Plan, provide an overarching strategic direction by establishing 
a framework and set of priorities which the 33 London authorities have to sign up 
to and work towards. This helps ensure that the local authorities work within the 
framework defined by the Mayor.34

Finally, and with regards to planning specifically, the Boroughs and City of London 
have to refer planning applications of strategic importance to the Mayor for approval, 
which includes developments over a certain scale. 

However devolving London-equivalent powers and resources to others 
FEAs would require a step-change in leadership and accountability.

33. GLA, Mayor & Assembly, Webpage available at: http://www.london.gov.uk/mayor-assembly#sthash.2He2c4pb.MOif04no.dpuf
34. See more at the GLA website available here http://www.london.gov.uk/priorities/transport/publications/mayors-transport-
strategy#sthash.CFuB4SF2.dpuf; GLA, (2010), Mayor’s Transport Strategy: Executive Summary, London: GLA
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The Mayor’s powers and remit provide London with considerably higher levels of 
financial and operational freedom, including devolved budgets and new borrowing and 
tax levers, than elsewhere in the country. If other English FEAs wanted to acquire similar 
powers and remits to London, then the governance structures for managing those 
resources must be adequate for the functions and funding tools being devolved. 

Directly elected mayors 

Ultimately combined authorities and strategic counties would benefit from 
being led by a directly elected mayor. While no leadership structure is perfect, 
a democratically elected mayor for the FEA would provide visibility, legitimacy and 
decision-making power to work across councils and with the private sector that no 
other type of leader can offer. 

The UK has struggled with the mayoralty concept outside of London, and having a 
mayor is clearly not a panacea (see for example the ongoing concerns associated with 
Toronto’s Mayor Rob Ford). However, London’s Mayor and others outside the UK do 
provide strong, visible and accountable leadership for a wider area that builds better 
relationships between local government and the business community, promotes the 
city and its opportunities, and acts as a face for the concerns of citizens.

How do we get there?

Robust, democratically accountable FEA budgets and governance can come forward 
in two obvious and contrasting ways: top-down imposition from the Government 
or an organic, bottom-up approach. In reality, neither of these options is likely to 
provide the best outcomes for places. Government imposition alone would create 
a governance structure without the institutional, operational and commonality of 
purpose that make combined authorities and the like successful.35 A bottom-up 
approach – particularly without very clear incentives – will not bring forward many of 
these collaborations because of the challenges outlined in Section 2. 

The existing and forthcoming combined authorities have come about 
through a mix of imposition, incentives and local initiative. As part of the City 
Deals Wave 1 process, the Government encouraged or required local authorities to 
come together in return for greater powers and control over their resources. In return, 
the local authorities built up the initiative to ensure they could come together and 
deliver more growth and better services. 

The relative success of this approach suggests that a similar formula is needed to 
bring about formal collaboration: tailored devolution.

Tailored devolution offers the greatest promise in the current political 
context, because it shares responsibility between Whitehall and local 
government. Under this approach government has to put powers, resources and 
governance on the table that local authorities actually want and that offer sufficiently 
‘big prizes’ for local authorities to overcome local political and economic challenges. 
In exchange, local authorities have to demonstrate to national government their 
commitment to working together, to having an agreed growth investment plan and to 
improving their local economy (and thus national economic growth).

35. Centre for Cities Interviews
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This approach takes the best from the Government’s City Deals programme. The 
four proposed combined authorities in Merseyside, South Yorkshire, West Yorkshire and the 
North East have come about through the City Deals process. And while this process has 
taken longer than either party would have liked, it’s beginning to bear fruit. 

Under a tailored devolution approach, the Government must send a clear 
message to local government that FEA collaboration is not a short-term policy 
but rather a long-term solution to improving the UK’s economic performance. 
Because working at the FEA level offers ‘larger than local’ economic growth and efficiency 
benefits, government has a stake in encouraging local authorities to bring them forward. 
The newly formed Growth Team between BIS, DCLG and HM Treasury provides government 
with the means to create stronger relationships across Whitehall and then between 
Whitehall and local authorities. 

The Government also needs to ensure it provides meaningful and long-term incentives 
(financial, powers and operational freedoms) for local authorities to respond positively to 
opportunities for FEA collaboration. These incentives would include:

1) Offering combined authorities and strategic counties London-style powers

Whilst the powers and remit of combined authorities are relatively limited when 
compared to London’s Mayor and GLA, the experience of Manchester demonstrates the 
benefits of this model. Ideally, combined authorities should be granted similar powers 
to those currently available to the London Mayor and Greater London Authority. These 
powers would include being able to:

Funding

•	 Borrow additional funds, though the total borrowed should remain within 
prudential limits. 

•	 Introduce a council tax precept to be used for economic growth projects.

•	 Pool a proportion of any rise in business rates under the Business Rates 
Retention Scheme.

•	 Levy a supplementary business rate (SBR) of up to 2p in the pound. (For example, 
the London Mayor announced in February 2010 his intention to levy 2p in the 
pound for the next 25 years on all businesses in Greater London with a rateable 
value over £55,000; the funding is being used for the Crossrail project).

•	 Collect a Strategic Community Infrastructure Levy.

Strategy and Vision

Produce statutory-based strategy documents covering transport, economic 
development, skills and spatial development (the Strategic Plan). The Strategies would 
set out the vision for the FEA as a whole (not just for the combined authority), and the 
combined authority would be expected to deliver it using relationships and influence, not 
just through service provision and direct financial support. 

Strategic Planning 

Intervene in applications of ‘strategic importance’ submitted to individual authorities 
and to direct local authorities to amend their local plans to ensure they conform with the 
Strategic Plan.
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Transport

•	 Establish a TfL equivalent body which would have control over rail, metro/
trams, strategic roads, funding of local transport plans and, critically, bus 
regulation as well as financial flexibility including control over the fare-box 
income.

•	 Levy transport-related charges including a congestion charge, a charge on 
emissions, and a workplace parking levy. 

Housing & Development 

•	 Take control of HCA assets and be able to acquire land for housing and 
regeneration purposes.

•	 Set an affordable housing target for all housing-related developments over a 
certain size. 

•	 Establish Development Corporations (DCs) for regeneration purposes 
covering a specified area or areas of land. 

In the first instance these powers should be offered to the Greater 
Manchester Combined Authority. As the other soon to be introduced 
combined authorities and any future combined authorities ‘prove their worth’, 
more of these powers should be made available to them. These powers should 
also be offered to two-tier areas where there was an agreed position amongst the 
relevant authorities for creating a strategic county.

2) Offer a menu of collaboration incentives for other cities 

For those cities that are outside of existing city-region arrangements, 
for example the likes of Reading, Milton Keynes or Leicester, the priority 
should be to establish more formal collaborations, such as Economic 
Prosperity Boards and Joint Management Teams, that cover their own functional 
economic areas.

To encourage greater levels of collaboration across all local authorities the 
government should set out a range of incentives. These would include:

Funding

•	 Integrated budgets: These would be negotiated with central government and 
would cover a period of at least five years. Setting five year settlements for 
FEA budgets would give FEAs more certainty and allow them to better plan 
and prioritise investments and projects.

Planning and housing

• Establish a Single Property Board for the FEA. The Board would have control 
over local public sector assets and national government assets and land 
holdings, allowing assets to be pooled and their contribution to the FEA 
economy maximised.

•	 Allow greater flexibility to combine, deliver and charge for planning and 
development-related services.
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Business Support

•	 Allow each FEA to enter into a MoU with UKTI (as was done with City Deals). 

•	 Establish Business Growth Hubs to coordinate and broker the range of 
business support services available across the FEA.

Transport

•	 Greater influence over the Highways Agency’s and Network Rail’s non-national 
investment programmes and control over all non-national trunk roads.

•	 Role in deciding future local rail franchises in collaboration with government.

Skills

•	 Greater involvement and influence over central government unemployment 
programmes, allowing for better coordination of national and local programmes.

•	 Greater influence over Skills Funding Agency (SFA) skills budgets to provide 
strong incentives for local providers to deliver skills provisions that meet the 
needs of local employers.

3) Extra powers and flexibilities for London

London already boasts robust governance structures. The capital now needs 
greater fiscal autonomy to keep up with the pressures on the capital’s 
infrastructure and services. Since 2000, London, through the Mayor and the 
GLA, has had greater autonomy over its finances and strategic governance than any 
other city in the UK. But London has much less fiscal autonomy compared to other 
major international cities, such as Madrid, New York, Berlin, Paris and Tokyo. 

The London Finance Commission (LFC) concludes that if the GLA had more powers 
over how it raises and manages its money, it could unlock the potential of the capital; 
and failure to do so would hamper London’s and the nation’s future economic 
success. Specifically, the LFC states that “London government needs fewer borrowing 
constraints and greater devolved tax powers to enable it to invest more comprehensively 
without the need for ad hoc, project-by-project financing arrangements.”36

In particular this means:

•	 Relaxing restrictions on borrowing for capital investment and housing within 
prudential rules;

•	 Allowing the London government to bring forward local TIF schemes; 

•	 Permitting the London government to recalibrate council tax bands; and 

•	 Devolving property taxes. 

Relaxing restrictions on borrowing for capital investment within prudential rules and 
devolving revenue streams, including from the full suite of property taxes, would 
afford London government the autonomy to invest in the capital to support economic 
growth and increase its accountability to London’s residents and businesses.

36. London Finance Commission, (2013), Raising the capital: The report of the London Finance Commission
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What does all of this mean for LEPs?

If LEPs are to co-exist with combined authorities and strategic 
counties,they cannot merely operate in the same space; there needs to be 
clear distinctions of roles and responsibility. This means the geography and 
remit of these bodies would need to be reviewed and reconfigured as necessary.

LEPs should provide private sector input and insight for policy and strategy 
in FEAs. Since LEPs are neither statutory nor democratically accountable bodies, they 
should not hold resources themselves. Rather, they need to work in tandem with local 
authorities to set out and co-ordinate the delivery of the economic strategy for their area.

Ultimately, the LEP should be required to sign off strategic priorities and 
investment plans for transport, economic development, housing and skills 
for their area. This role would enable LEPs to refocus on their original strategic 
purpose, to ensure the business community’s perspective and priorities are reflected 
in the strategic economic priorities of their FEA.
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5. Making it happen: What is the role for Whitehall, 
local government and LEPs?

The report sets out the challenges, the means of overcoming them, and an agenda 
for increased devolution to support growth at the FEA level. To deliver this agenda a 
number of changes are required, both at the national and the local level.

Actions for central government

Government should encourage all forms of collaboration between authorities, 
including less formal ways of working together (for example, outsourcing and 
joint procurement). They should do so through setting out clear rules of engagement 
with local authorities and LEPs and providing suitably attractive incentives, financial 
structures and governance options to support those collaborations.

If the government wants more collaboration and coordination between 
local authorities, it must offer confidence, consensus, communication and 
commitment.

•	 Confidence - Given the uncertainty and costs of local government 
restructuring, local authorities entering in to combined authority arrangements 
need certainty and clarity about the benefits it will offer. In addition, they need 
to know that combined authorities and FEA governance is not the ‘flavour of 
the month.’ For example, three councils were denied unitary status in 2010 by 
government, which cited the upfront costs and potential for “costly distraction 
from the priority of delivering local services and genuine efficiency gains.”37

•	 Consensus - Today, there is no strong consensus across government 
departments and politicians about the merits of greater devolution and for 
establishing new structures for FEAs. While Deputy Prime Minister Nick Clegg and 
Cities Minister Greg Clark have been vocal supporters of City Deals and combined 
authorities, others within government remain lukewarm. This causes confusion, 
uncertainty and challenges for local authorities seeking to collaborate.

•	 Communication - Poor communication between Whitehall and local 
authorities has been a longstanding obstacle for devolving powers. The 
evaluation of Multi-Area Agreement (MAAs) cited communication as a 
widespread barrier to their progress. Local authorities and the proposed MAAs 
made decisions without knowing the parameters of the negotiation process, 
future flexibilities and implementation processes. Whilst the City Deals process 
has been clearer, there is still more progress to be made. 

•	 Commitment - The powers and resources that need to be devolved down 
to FEAs come from multiple departments. The City Deals process identified 
the powers and freedoms held by DWP, DfT, DCLG and HM Treasury that 
would benefit from greater collaboration. Even greater levels of coordination 
and negotiation are required for government departments to support wider 
implementation of Whole Place Budgets, which have demonstrated clear local 
benefits, but are financially unviable without central government reform.

37. DCLG, (2010), Announcement: Pickles Stops Unitary Councils in Exeter, Norwich and Suffolk. Available here https://www.gov.
uk/government/news/pickles-stops-unitary-councils-in-exeter-norwich-and-suffolk
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Government should also be a proactive and engaged partner. The long-term 
evaluation of Local Area Agreements and Multi-Area Agreements stated that “moving 
towards sub-regional strategies that can add most value requires the collaboration of 
central government departments and some delegation of powers to local players.”38 FEA 
governance requires incentives to overcome the political, institutional and financial 
barriers, but it also needs powers and resources in order to effectively manage the FEA.

Government should develop a comprehensive ‘tailored devolution’ scheme. 
As outlined in Section 4, a tailored devolution scheme that offers the greatest 
strategic freedoms and financial resources for combined authorities and strategic 
counties will provide the strongest incentives to help councils overcome the financial 
and political barriers to integration at that level. 

Offer funding certainty in exchange for governance certainty. Government 
should offer at least five-year capital and revenue funding settlements for combined 
authorities. Funding certainty is important for well-functioning local government, 
because it allows government departments to think, plan and invest for the long-
term  and makes some new infrastructure projects viable. In turn, government should 
expect robust FEA governance structures that allow risk and reward to be shared, as 
well as long-term economic strategies.

Incentives should be coordinated. The current funding system for LEPs and local 
government creates dispersed and competing incentives, which has resulted in complex, 
confusing and challenging relationships between some local authorities and LEPs. 
The incentives for combined authorities and strategic counties should be considered 
alongside those for local authorities, LEPs and community programmes to help them 
become greater than the sum of their parts, rather than cancel each other out.

Work across government departments. DfT, BIS, DCLG and HM Treasury, in 
particular, should form a cross-cutting team to share information, resources and 
coordinate engagement with FEAs. This team would inform future policy and funding 
as well as demonstrate best practice through their relationships with combined 
authorities and strategic partnerships.

Actions for local government

Promote the benefits. Local authorities should review the benefits and 
achievements of their existing collaborations to capture their value and share lessons 
learned. Councils should maintain records of cost savings, new investments, and 
improved outcomes achieved through collaboration. Full evaluations can be time 
consuming and costly, but some achievements can easily be attributed to the FEA 
structure. Keeping track of these achievements and communicating them to residents, 
other councils and government is essential to building the case for collaboration and 
devolution in the UK.

Define, develop and disseminate an understanding of each FEA. At times, 
politics and difficult relationships prevent councils working together in a way 
that reflects their functional economic geography. But in order to meaningfully 
collaborate, local authorities need to come to a shared understanding of how their 
FEA is defined and the roles and relationships that different places within the FEA 
have. A robust, evidenced definition of FEAs should be analysed, understood and 

38. DCLG, (2010), Research into Multi-Area Agreements: Long-Term Evaluation of LAAs and LSPs London: DCLG
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publicised to help citizens and government understand the dynamics underpinning 
the local economy and come to a view about the shared purpose of their FEA.

Share resources, skills and capacity. Collaboration also requires councils to 
share their resources and skills. Because austerity measures have led to redundancies 
in councils, skill sets are often not shared evenly and skills gaps can hold councils 
back. Councils should formally assess what skills they have and need and share that 
information with other councils in their FEA. This aligns the governance and skills 
capacity of the councils with the area which they are managing. 

They should also be clear which funding will be pooled at the FEA level. For example, 
some or all Business Rates, Community Infrastructure Levy and the New Homes Bonus 
plus any external funding allocated to the FEA (from Regional Growth Funds, Europe, 
etc.) would need to be pooled into a central fund to be invested in prioritised projects. 

Communicate with government. Councils should approach government with 
a clear proposition: what the FEA can offer in exchange for devolution and greater 
collaboration. This would need to demonstrate what they could achieve through a 
collaborative approach, how that would benefit the local economy and what it would 
add to the national economy, by receiving funding certainty.

Set a clear governance structure for FEAs.The governance structures set out 
in combined authorities or strategic counties need to overcome the challenges to 
cross boundary governance. Many people and councils perceive these structures 
as reducing local democracy when in fact, it widens it. To combat this and the 
perceived dominance of one authority, FEAs should create governance structures 
that offer the opportunity for joint leadership or for a rotating chair in order to reduce 
the dominance of the urban core in the FEA.

Actions for LEPs

Articulate the business perspective. As and when combined authorities and 
strategic counties are established, the role of LEPs should change. Their primary 
role should be to hold public bodies to account for the delivery of the jointly agreed 
growth strategy. To do this, LEPs should be required to sign off the growth strategy. 
This would reinforce the role of LEPs as strategic partners with statutory bodies who 
would execute the growth strategy.
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