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Autumn statement, winter chill?
What does the 2011 Autumn Statement mean for cities?

Paul Swinney, November 2011

The sluggish nature of the UK’s economic recovery and the recent worsening of the labour market added 
extra importance to George Osborne’s Autumn statement.  To date, monetary policy has been used 
to stimulate economic growth.  But the impact of the Bank of England’s monetary policy decisions are 
unclear.  This has switched attention to the Chancellor and his ability to use fiscal policy to boost the 
economy.

Mr Osborne resisted the temptation to loosen the purse strings – given the Chancellor’s continued 
emphasis on deficit reduction, many of the announcements involving reallocating money.  Some of the 
new announcements have implications for economic growth in cities, and we set these policies out below.

Business and enterprise 

The Chancellor wasn’t short on initiatives to boost business.  There were four main policy 
announcements in this area:

• The main announcement, as widely trailed, was the creation of the National Loan Guarantee 
Scheme.  It will be aimed at businesses that have a turnover of up to £50 million and aims to 
use a Government guarantee to reduce their cost of borrowing to businesses.  The Chancellor 
hopes that it will reduce up to one percentage point on the cost of the business loan.  

• This will be supplemented with the Business Finance Partnership, which will use £1 billion 
to increase access to finance for mid-sized firms.

• The Seed Enterprise Investment Scheme will give a 50 percent income tax rebate on 
investment in new companies.

• The Government has also extended the Enterprise Finance Guarantee which aims to 
improve access to finance for SMEs.

There were also new announcements on Enterprise Zones.  The Government will make 100 percent 
capital allowances available on investment in plants and machinery in six Enterprise Zones.  It has 
also approved two new Enterprise Zones in the Lancashire and Humber LEPs, extended the North 
Eastern LEP Enterprise Zone and will consider another zone at Battersea linked to the regeneration of 
the power station.

Given the continued contraction of lending to businesses, the announced schemes to boost access 
to finance could be an important source of funding for businesses within UK cities.  The capital 
lending announced within the six Enterprise Zones could also help support this, but is likely to distort 
business investment decisions between investment in machines and investment in people.
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Infrastructure

The publication of the National Infrastructure Plan has brought with it an extra £5 billion of 
infrastructure funding.  This will include bringing forward projects such as the electrification of the 
rail line between Leeds and Manchester and the announcement of a series of improvements to the 
road network.  But this money isn’t just limited to road and rail improvements – the Government 
also wants to create up to ten “super-connected cities” across the UK, with 80-100 megabits per 
second broadband and city-wide high-speed mobile connectivity.  The Government hopes that these 
plans will be supplemented with a memorandum of understanding signed with two pension funds 
which it claims will help deliver an extra £20 billion investment in infrastructure.

The emphasis placed on infrastructure improvements by the Chancellor is welcomed.  Providing 
the appraisal and selection process is robust, such infrastructure improvements are likely to have a 
positive impact on the business environment within cities and so encourage job creation.

Employment and skills

Youth unemployment is becoming an ever larger problem – the latest available figures show that 
it has now surpassed one million.  And the problem is being felt most in cities such as Rochdale, 
Grimsby and Hull which have the highest rates of young people claiming Jobseekers’ Allowance out of 
all UK cities.  So the Youth Contract, first announced by Nick Clegg last Friday, appears to offer a 
pragmatic response to a rising problem.

While it is well intentioned, the impact that the Youth Contract will have is unclear.  It is likely to help 
those young people that are “job ready”, but is likely to do very little for those that need longer term 
support to increase their employability.  And it could also incentivise employers to simply switch 
their preferences away from other workers towards hiring young people, rather than stimulating new 
job creation.  

The Chancellor’s announcements around schools may help to tackle some of the more fundamental 
factors that contribute to youth unemployment.  An extra £1.2 billion will be made available for capital 
investment in schools, half of which will be used to support the creation of new Free Schools.  Some 
of these schools will have a Maths specialism, which is very much welcomed.  But their narrow focus 
pupils aged 16-18 is likely to limit their impact.  We showed in our recent report on skills and education 
that despite numeracy and literacy becoming ever more important in the labour market almost half of 
all pupils leave school without good GCSEs in Maths and English.  For this reason the emphasis of Free 
Schools to focus on Maths education should not just be limited to the 16-18 age group.

Housing and planning

Housing is a politically sensitive issue, and the Chancellor has again used demand side policies to try 
and score a political win.  The mortgage indemnity scheme will support families to buy their own 
home with a five percent deposit, while the re-introduction of Margaret Thatcher’s totemic Right to 
Buy Scheme will allow social tenants to buy their own home at a discount.

Unfortunately such policies are unlikely to provide the answer to the UK’s long-term housing 
problems.  Demand side interventions will push up what are already relatively high house prices, 
particularly in the South East.  Instead the Government should be focusing on policies to increase 
the supply of housing, so making it more affordable.  The Government would likely argue that by also 

http://www.centreforcities.org/learningcurve


3

Autumn Statement 2011 Centre for Cities

providing support to kick start stalled housing schemes and using money from Right to Buy to build 
more affordable housing, it is doing just that.  Despite this, these policies are unlikely to deliver the 
fundamental changes required to increase the supply of housing where it is most required.

Regional Growth Fund

The Regional Growth Fund will be increased from £1.4 billion to £2.4 billion and will be extended to 
2014/15.  This is something that the Centre for Cities has called for in previous submissions and so 
we welcome the expansion of the fund.  To date winning bids have been dominated by manufacturing 
and have mainly been focused in the North.  Round 3 bids should also look to potential growth 
opportunities in other industries and encourage bids from LEPs in the South of England too.

Public sector job losses

The OBR has once again changed its projection of public sector job losses quite radically.  After 
revising down its forecast of public sector job losses to 400,000 for the period 2011/16 in March, it 
has now increased its projections to 710,000 over the period 2011/17.  We estimated the impact of 
public sector job losses across UK cities in Cities Outlook 2011 using the OBR’s previous estimates 
- see our map on the shape of public sector job losses.  These new forecasts suggest that cities 
such as Newport and Swansea could be impacted even harder than we projected.  This will have big 
implications for their overall economic performance.  

Public sector pay

The Government will ask Independent Pay Review Bodies to consider how local pay bargaining of 
public sector wages could work and will ask them to report in July 2012.  Evidence is mixed on the 
impact of public sector employment on private sector employment.  But in theory making public 
sector pay more responsive to local labour markets is a good move – higher public sector wages 
may constrain new private sector job creation in some of cities because businesses can’t afford to 
compete with higher public sector wages.

Conclusion

While the Chancellor resisted calls to exercise some fiscal leniency, some of his announcements 
could potentially have big implications for economic growth within our cities.  The focus on 
infrastructure is particularly welcome.  And while initiatives to improve access to credit for businesses 
are also a positive step, these schemes will need to be fully monitored and evaluated in order to 
gauge their effectiveness.  The impact that such measures will have in the context of a weakening 
economy are uncertain.  The large increase in the OBR’s projected number of public sector job 
losses could pose particular challenges for some cities.  It remains to be seen whether what has been 
offered in the Autumn Statement will be enough to offset the expected private sector sluggishness 
and further public sector contraction.  
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Summary of city relevant announcements

Business and enterprise

• The National Loan Guarantee Scheme, scheme worth up to £20 billion over two years to 
guarantee bank loans to small businesses 

• The Business Finance Partnership, which will use £1 billion to increase access to finance for 
mid-sized firms

• The Seed Enterprise Investment Scheme, a 50 percent income tax rebate on investment in new 
companies

• The Government has also extended the Enterprise Finance Guarantee which aims to improve 
access to finance for SMEs, and the small business rate relief holiday for a further six months 
from 1 October 2012

• 100 percent capital allowances available on investment in plants and machinery in six 
Enterprise Zones

• Go-ahead for Enterprise Zones in Lancashire and Humber LEPs

• Extension of the North Eastern LEP Enterprise Zone to include the Port of Blyth

Infrastructure

• An extra £5 billion of government money earmarked for infrastructure improvements in the 
National Infrastructure Plan

• Memorandum of Understanding signed with pension funds to target another £20 billion of investment

• Extension of the Regional Growth Fund to 2014/15 with an extra £1 billion added

Employment and skills

• An extra £1.2 billion given to school capital investment

• The role out of the Youth Contract at a cost of £940 million over the spending period to support 
young people into work

Housing and planning

• Mortgage indemnity scheme to increase demand for housing

• Re-introduction of the Right to Buy Scheme for social tenants

• Launch of the £400 million Get Britain Building investment fund to kick start stalled housing 
developments

Public sector pay

• Independent Pay Review Bodies will be asked to consider the impact of local pay bargaining of 
public sector wages
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