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Executive Summary

The improvements in the 
economic outlook over the 
past year, with rising 
employment and a welcome 
return to growth of real 
earnings, means that the 
public is finally starting to  
feel the benefits of recovery. 
In our 2015 edition of Good 
Growth for Cities, we see this 
through the first uptick in the 
overall UK average index 
score since 2005-07.

The role that cities play as engines of 
sustainable growth has taken centre stage 
in recent years against the backdrop 
of policy imperatives to achieve a 
rebalancing of the UK economy while 
repairing the public finances.

Indeed, momentum has increased over 
the past five years of decentralisation 
of power to UK cities and regions. This 
started with devolution of powers to 
the national assemblies in Northern 
Ireland, Wales and, of course, the Scottish 
Parliament and has culminated with 
38 bids for devolution deals submitted 
to government as part of the Spending 
Review 2015.1

But how do we define economic success 
in a place? And what will be the impact 
of devolution and decentralisation? For 
the past three years, PwC and Demos 
have published a Good Growth for 
Cities Index to put the spotlight on local 
economic performance. Our aim has been 
to shift the debate on local economic 
development from a narrow focus on 
‘Gross Value Added’ (GVA) to a more 
holistic measure, understanding the 
wider impacts that are associated with 
economic success in a place.

1  www.gov.uk/government/news/landmark-
devolution-bids-submitted-from-right-across-the-
country
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Key findings

The Demos-PwC Good Growth for Cities 
Index measures the current performance 
of a range of the largest UK cities against 
a basket of ten categories, based on the 
views of the public and business as key 
to economic success and wellbeing. 
Employment, health, income and 
skills are the most important of these 
factors, as judged by the public, while 
housing affordability, commuting times, 
environmental factors and income 
inequality are also included in our index.

Using these categories, Table A shows 
the highest and lowest ranking cities in 
our index based on the latest available 
data, which covers the period from 
2012-14.2 

Our five highest performing cities have 
remained unchanged from our 2014 
report: Reading & Bracknell, Oxford, 
Edinburgh, Cambridge and Aberdeen. 
Only the ordering has altered, with 
Oxford rising and Aberdeen no longer 
in second position. These high income, 
highly-skilled cities not only maintained 
their positions but appear to have 
created some clear water from the other 
cities in our index. Despite the slight 
ordering change, this continuity suggests 
structural, long term success factors for 
these cities. 

A few cities have also improved 
significantly, notably Newcastle & 
Durham and Bradford as well as Cardiff, 
driven by large employment gains and 
supported by other components such as 
improvements to transport and health. 
At the other end of the scale, similar 
improvements in the job market were not 
seen by Preston and Belfast, which have 
fallen somewhat. 

2  Annual data can be volatile at city level, so we 
prefer to focus on three year moving averages in 
this report.

3  The Office for National Statistics (ONS) defines 
Travel To Work Areas (TTWAs) as labour market 
areas where the bulk (75% or more) of the resident 
economically active population work in the area 
and also, of everyone working in the area, at least 
75% actually live in the area. We recognise that 
TTWAs vary considerably depending on city 
characteristics and for different segments of the 
population e.g. wealthier commuters who may be 
able to live outside standard TTWAs.

4  ‘Cities of Opportunity 6’, PwC, 2014. 
5  This finding may seems surprising, but it is 

consistent with the results of the ONS’s latest survey 
of Wellbeing, which shows London has the lowest 
life satisfaction score of any UK region and one of the 
two lowest regional scores for the other three 
measures of subjective well-being they monitor.

Source: PwC analysis. Scores are relative to the 2011-13 UK average.  
City definitions are based on Travel To Work Areas (TTWAs).

Table A: Highest and lowest ranking cities (by TTWA3) in the  
Demos-PwC Good Growth for Cities Index, 2012-14

Highest Ranking Cities Index Score, 
above average Lowest Ranking Cities Index Score, 

below average

Reading & Bracknell 0.59 Wakefield & Castleford -0.49

Oxford 0.57 Middlesbrough & Stockton -0.44

Edinburgh 0.55 London (Boroughs only) -0.40

Cambridge 0.53 Sunderland -0.40

Aberdeen 0.50 Liverpool -0.34

London’s place near the bottom of 
our good growth index may come as a 
surprise, given its high-wage jobs and 
strong financial sector. Indeed, PwC’s 
‘Cities of Opportunity 6’4 sees London 
claiming the top spot in a report on 30 
cities internationally. The city’s economic 
clout, reputation as an urban gateway, 
technology access and development 
and design capabilities topped a strong 
performance across a range of indicators 
measuring how major international cities 
are developing. 

But London’s growth has come at the 
cost of other socio-economic factors that 
our research shows the public values, 
including a lack of affordable housing, 
transport congestion, income inequality 
and long working hours. These 
downsides are sufficiently prevalent in 
London to more than offset many of the 
benefits from high income levels in our 
overall good growth index.5 
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Northern Powerhouse 
– a tough recession but 
signs of a strengthening 
recovery

This year, we have also extended our 
analysis to the Northern Powerhouse,6 
creating an additional index score for 
the region which can be used in future 
as a baseline to assess the success (or 
otherwise) of the move to devolve powers. 
We have chosen a broad definition of the 
Northern Powerhouse region here, beyond 
just urban centres to include relatively 
more affluent areas such as Cheshire and 
North Yorkshire from which many workers 
may commute into major cities like 
Manchester and Leeds.

The overall score for the Powerhouse 
comes out just short of the UK average. 
However, this overall score masks 
significant variations in performance 
across the components of good growth 
(as well as across different places in 
the North). Despite lower average 
performance for income and health, 
as a whole the places comprising the 
Northern Powerhouse score above 
the UK average for work-life balance, 
housing affordability and income 
distribution and broadly in line with  
the average for skills. 

Looking at the individual cities in our 
index across the Northern Powerhouse, 
many have real selling points on which 
to capitalise, with above average 
scores across the board for work-life 
balance, sectoral balance and housing 
affordability: all important to the quality 
of life proposition. 

While these relative strengths provide a 
strong base on which future policy can 
build and develop, the real challenges 
for the places within the Northern 
Powerhouse, particularly the main urban 
centres, are lower than average scores 
for the heavily weighted categories:

•  Jobs, except for Preston which is above 
the UK average;

• Income;

•  Health, apart from Bradford which is 
above the UK average; and 

•  Skills, again except for Leeds with an 
above average score.

This highlights the importance of 
delivering the key aspects of existing 
and prospective devolution deals, 
particularly health and care integration, 
education and skills. 

Since 2010-12, there has also been 
a small relative improvement in the 
good growth score for the Northern 

Powerhouse (see Figure A). This began 
with a relatively flat index score between 
2010-12 and 2011-13, while scores 
were still falling on average in other 
UK cities, and a substantial increase in 
the Northern Powerhouse index score 
in 2012-14. However, in the last year 
the score for transport has fallen back 
somewhat – a potential concern if this 
falls further. Indeed transport scores 
are generally average for the main 
urban centres, supporting the emphasis 
on further investment in improving 
connectivity across the North.

As a result, the gap between the 
Northern Powerhouse and all UK cities 
that opened up due to the recession has 
started to close again. This highlights 
that, despite the damage caused by the 
recession, there have been some clear 
positive signs of recovery in the Northern 
Powerhouse since around 2012, 
which additional policy initiatives and 
investment could look to build upon. 

Figure A:  Good Growth scores for all cities and the Northern Powerhouse 
since 2005-07

6  For the purposes of this analysis we have assumed 
that the ‘Northern Powerhouse’ covers the 
following LEPs: Greater Manchester, Liverpool City 
Region, Cheshire and Warrington, York, North 
Yorkshire and East Riding, Sheffield City Region, 
Leeds City Region, Cumbria, Mid-Lancashire, 
Humber, Tees Valley and North Eastern. 
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Clearly, this is helped where they have 
access to powers and funding locally 
to tailor interventions to meet their 
specific circumstances. Building on 
their evidence base, localities need 
to establish a robust understanding 
of what can be achieved by working 
collaboratively and what the impact of 
further devolution in specific areas might 
be, both in terms of the outcomes to be 
achieved and the resources needed 
to deliver, agreed through their ‘devo 
deals’ (Figure B).

With many potential ‘devo deals’ now in 
progress, confidence in their delivery is 
moving centre stage as a key test in the 
process. This means that places must:

•  Engage continuously and keep 
local stakeholders connected in the 
decentralisation process to keep them 
on board across all sectors.

Implications

While the success (or otherwise) of any 
place depends on the effects of long 
lasting structural factors, these can 
change over time. As we found in 2014, 
strong performers do not inevitably 
move further ahead, while relatively 
weaker performers do not necessarily 
fall further behind as we have seen in the 
2015 report, for instance, in Newcastle, 
Bradford and Cardiff. 

But for this to happen, places need to 
develop targeted local interventions 
based on a robust evidence base 
which will deliver a step change in 
productivity and growth. This means, 
in turn, that key stakeholders must work 
collaboratively towards a shared vision 
for a place and make the right decisions 
on the long term investments which 
deliver sustainable competitiveness. 

•  Make robust business plans and 
cases for greater power (where not 
already established), recognising what 
can be achieved through collaborative 
working and based on evidence of 
the benefits and value of localising 
additional powers and budgets, 
supported by robust modelling of 
the total impacts (economic, social, 
environmental and fiscal).

•  Develop and execute the delivery 
plans to make things happen in 
priority areas for growth, as well 
as public service reform, including 
innovations like skills banks, online 
finance platforms and infrastructure 
investments funds.

Figure B: Seven steps to delivering a ‘devo deal’

1 2 3 4 5 6 7
Priorities, objectives 

and outcmes
Performance 
management 

framework

Interventions & 
stakeholders

Governance & 
decision making

Devolution 
propositions & 

negotiation

Delivery planning Monitoring & 
evaluation

Development and 
agreement of 

outcomes that local 
partners will work 

together to achieve 
to deliver good 

growth and better 
public service

investment 
prioritisation and 
appraisals, and 

performance 
management 

framework 
developed

Develop 
programmes which 

will deliver the 
desired outcomes.

Identify who needs 
to be engaged to 

deliver the 
outcomes, 
including 

government

Consider the 
governance and 
accountability 
arrangements 

required and how 
decisions will be 

made

Identify delivery 
gaps and barriers 
(required devolved 
funding, freedoms, 

flexibilities, 
mechanisms) as a 

basis from which to 
develop and 
negotiate a 

Devolution Deal

Develop delivery 
plans including 
identifying what 
resources are 
required from 
partners and 
timescales

Develop outcome 
measures, 
monitoring 

arrrangements to 
account for the 
delivery of the 

outcomes
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Stakeholder Agenda for action

City leaders, 
LEP chairs and 
leaders of other 
local public 
bodies 

•  Provide local leadership in support of whole system working across 
political and administrative boundaries, building the capability, 
capacity and accountability arrangements for a place to succeed.

•  Engage with the private and voluntary sector as well as the public  
to define the vision for a place – what city stakeholders want it to  
be famous for – which attracts and retains talent and investment in  
a place.

•  Build plans on robust evidence and analysis of the city’s assets, 
supported by modelling of the total impacts (economic, social, 
environmental and fiscal) of targeted investments and interventions 
to improve outcomes.

•  Execute delivery plans to realise the benefits of ‘devo deals’, 
monitoring and evaluating progress using the good growth 
dashboard, and building the evidence base to link decisions and 
outcomes using a place-based Total Impact Measurement and 
Management (TIMM) approach.

•  Innovate to develop interventions which support good growth such 
as skills banks and online finance platforms.

•  Develop and implement integrated programmes of infrastructure 
investments (supported where appropriate by civic investment 
funds) to enhance quality of life and sustainable city competitiveness. 
Particularly affordable and suitable housing and efficient and 
effective integrated local transport systems.

•  Refresh and promote the identity/brand of places (as is happening 
for the Northern Powerhouse).

•  Share best practice across places to accelerate learning from 
experience.

Central 
government

•  Deliver a more joined up approach to local growth and public 
service reform at the centre and incentivise collaboration across 
departments, making it easier for local bodies to gain access and for 
quicker decisions to be made.

•  Tackle further the cultural barriers between central and local 
government, for example, through greater co-location of central 
government bodies across the country and increased secondments 
between central and local government.

•  Embed decentralisation into wider civil service reform and the 
reshaping of Whitehall, delivering ‘decentralisation by design’.

•  Be radical in assessing which funding streams and functions could 
potentially be devolved in order to deliver better outcomes and meet 
the financial challenges.

•  Make the skills system simpler and easier for businesses to engage, 
from apprenticeships through to university provision, building a 
better bridge between education and employment.

•  Engage the public on the issue of national standard setting to show 
that decentralisation can lead to improvements, rather than become 
a ‘race to the bottom.’

•  Establish a robust framework for governance, monitoring and 
evaluating the transition to a more decentralised system.

Table B: Agenda for actionAgenda for action

Collaboration and effective local 
partnerships across key local institutions 
– particularly local/combined authorities 
as well as Local Enterprise Partnerships 
(LEPs) in England, and swift sharing 
and assimilation of best practice, are 
vital for success if the dividends of 
decentralisation are to be delivered. 

These institutions need, therefore, to 
have the local leadership, capacity and 
capability as well as the accountability 
arrangements in place to support their 
case to government for further powers. 
Only in this way will those at the centre, 
as well as the public, be assured that the 
outcomes intended from the ‘devo deals’ 
will be deliverable, although it also 
means central government really must 
be willing to ‘let go’.

A three pronged approach is then needed 
to deliver the benefits of good growth 
and public service reform involving:

•  Investment in the assets of a place, 
particularly the skills of its people,  
the infrastructure to enable sustainable 
growth and the brand of a place.

•  Decentralisation by design:  
multi-speed devolution of powers and 
responsibilities which requires local 
leadership, capability, capacity and 
accountability to be in place, enabled  
by a change in the culture at the centre 
of government.

•  A focus on outcomes through whole 
system working, with a delivery plan  
to make things happen underpinned by 
effective partnerships, smart financial 
solutions and agile delivery vehicles. 

Table B summarises the key areas for 
action discussed in the body of the report.
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Stakeholder Agenda for action

Devolved 
administrations

•  Assess the implications of decentralisation in England for the 
relationship between cities and the national assemblies in Northern 
Ireland, Wales and the Scottish Parliament. 

•  Develop the capacity, capability and accountability of cities locally 
to take on, and deliver, new powers and responsibilities where 
appropriate.

Education 
and training 
providers

•  Engage with the shifting landscape of skills provision with 
employers increasingly at the heart of a more demand driven system 
e.g. through local skills banks.

•  Improve the dialogue with employers on their future training and 
skills needs to make skills provision more demand driven.

•  Improve the provision of careers advice to maximise the chances  
of matching people to the opportunities available.

Businesses •  Work collaboratively and proactively with LEPs (and other public 
bodies) to engage with the priorities in local Growth Plans and 
devolution deals.

•  Assess the impact on supply chains of decentralisation of public 
procurement e.g. for business and outsourcing services, and the 
opportunities e.g. for infrastructure investment.

•  Improve engagement with the skills system, getting more 
involved directly with education and training providers and new 
apprenticeship schemes and taking advantages of new platforms 
like skills banks.

•  Measure and manage the total impact of business activities in order 
to deliver good growth on a business-by-business basis.

Conclusion

Economic success is not just about growth 
in Gross Domestic Product (GDP) or 
Gross Value Added (GVA), but also needs 
to reflect broader measures of wellbeing 
including jobs, income, health, skills, 
work-life balance, affordable housing, 
transport and the environment. Good 
growth is therefore in everyone’s interest.

Growth in economic output and jobs 
ultimately depends on the success of 
the private sector, but government has a 
critical enabling role at both central and 
local level. The challenge is to unlock 
the potential of our cities as engines of 
sustainable growth by investing in the 
infrastructure and skills that businesses 
require to succeed and grow over the 
long term. In an era of fiscal austerity 
and resource scarcity, achieving resilient 
and good growth also means making 
choices and trade-offs. 

While the impact of collaborative working 
alone should not be underestimated, 
decentralisation is a part of the answer 
to unleashing the economic potential of 
the UK as a whole by giving local leaders 
the ability to control the levers of good 
growth, particularly skills, transport 
infrastructure, housing and business 
support. This will enable them to tailor 
their approach to economic development 
to the unique strengths, weaknesses 
and potential of every place and to 
prioritise investment based on a common, 
evidence-based vision for local growth.
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City Hall, Cardiff
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With the momentum created by 
devolution and decentralisation has 
come the growing recognition of the 
value a more integrated strategic 
approach across a place would bring. 
Improved collaboration and leadership 
is needed if stronger regional growth 
and the desired rebalancing of the UK 
economy is to take place. 

This requires leaders across a place 
to develop a clear vision for growth 
which encapsulates their ambitions, 
underpinned by delivery plans to foster 
sustainable, long term prosperity. But 
this must extend beyond using Gross 
Value Added (GVA) as a measure of  
local economic success. 

We believe the debate on local economic 
development needs to be centred on a 
more holistic measure of city success, 
which recognises the total impact that 
new policies and interventions can have 
in a place. In this context, PwC and 
Demos have, since 2012, produced a 
good growth index7 to focus on cities.

Beyond Gross Value Added

If the pursuit of growth is essentially about 
improving the prosperity, life chances and 
wellbeing of citizens, is there more to the 
equation than a narrow focus on Gross 
Domestic Product (GDP) and GVA?

Our research with think tank Demos, first 
launched in 2012,8 created a Good Growth 
for Cities Index, based on the views of the 
public on what economic success means to 
them. Within the index, good growth 
encompasses broader measures of 
economic wellbeing including jobs, 
income, health, skills, work-life balance, 
housing, transport infrastructure, and the 
environment – the factors that the public 
have told us are most important to the 
work and money side of their lives.

Local economic development and policy 
is ultimately about choices and priorities 
– where to take action and invest scarce 
resources to promote growth. The 
Demos-PwC Good Growth for Cities 
Index provides a framework for 
allocating resources and investment, 
driving decisions based on what people 
want. This is an opportunity to move 
beyond the narrow confines of GVA and 
for city leadership to start with the 
outcomes that people – the voters – 
value, and so provide a more democratic 
dimension to the decisions made.

7   ‘Good Growth: a Demos and PwC report on economic 
wellbeing’, Demos, 2011. www.pwc.co.uk/government-
public-sector/publications/good-growth-index-how-
gov-can-kick-start.jhtml

8  ‘Good Growth for Cities: A report on urban economic 
wellbeing from PwC and Demos’, November 2012.  
www.pwc.co.uk/government-public-sector/
good-growth/index.jhtml

This report sets out the fourth edition 
of the Demos-PwC Good Growth for 
Cities Index, with a specific focus on 
the development of the Northern 
Powerhouse.
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Defining the index weights

In order to define the weights we give to 
each element of the index, we conduct 
annual polls of a representative sample 
of the UK working age population. These 
polls allow us to identify which elements 
in the index are deemed most important 
in public opinion, and to weight these 
more highly accordingly.

To capture any recent shifts in opinion, 
we repeated this polling again in 2015 
and now have a combined sample of over 
11,000 respondents since we began our 
good growth index work in 2011. The 
latest survey findings gave no reason to 
change the average weights from our last 

report and so the full list of weights in 
Table 1 below are consistent with those 
used in 2014. 

Skills, jobs, health and income are seen 
as the most important elements by our 
survey respondents. The consistency 
of our polling findings is encouraging, 
providing additional assurance that 
the weights accurately capture public 
opinion. This is especially important 
as we apply the same weights to years 
before 2012 in our historical analysis, 
although we cannot be sure they would 
not have differed slightly in earlier years. 

Further details on the index methodology 
are contained in Appendix 1.

Methodology

The methodology used in this report is 
consistent with that of the 2014 report’s 
good growth index, in order to enable 
direct comparison between the two.  
Our approach to developing the index  
is summarised in Figure 1.

Our aim is the creation of a composite 
‘good growth’ index, capturing a variety 
of the characteristics of UK cities. Each 
one is chosen by the UK public as essential 
for judging the economic success of a city 
in the medium to long term, and are 
weighted according to their level of 
relative importance. The characteristics 
which make up the index are:

1 Secure jobs.

2 Adequate income levels. 

3  Good health (so as to be able to work 
and earn a living).

4 Time with family/work-life balance.

5 Affordable housing.

6  Sectoral balance of the economy (e.g. 
the size of the manufacturing sector).

7  Good quality transport systems (road 
and rail in particular).

8  Providing for the future through the 
potential to be in employment and 
earn a living.

9  Protecting the environment  
(carbon emission reduction, 
preserving forests).

10  Fair distribution of income and wealth.

•  Review of 
methodology 
for cities 
index and 
agree 
changes

•  Agree list of 
cities and city 
regions for 
the Index

 

•  Informal 
discussion 
with a range 
of local 
authorities 
and others on 
how to further 
develop the 
index, taking 
account of 
feedback 
on previous 
reports

•  Review and 
update of 
latest available 
data for index 
variables 

•  Assemble 
database

•  Poll of around 
2,000 UK 
citizens of 
working age 
to test for 
continuing 
validity of 
weightings 
from earlier 
studies

•  Determine 
weights from 
supplementary 
polling and 
previous 
analysis

•  Calculate 
indices 

•  Robustness 
checks

•  Develop 
conclusions 
for city leaders 
and officials, 
businesses, 
and education 
and training 
providers

Scoping Consultation
Review  
of data

Polling Index Conclusions

1 2 3 4 5 6

Figure 1: Our Approach
Quantitative analysis
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Defining the list of cities

Our list of cities is also the same as used 
in our 2014 report, as set out in Table 2 
below. The main criterion is a population 
of around 250,000 or more and the 
cities were defined according to Travel to 
Work Areas (TTWAs) for the main index 
(though alternative definitions were used 
for the LEP analysis as discussed below).

In addition to the main list of cities 
and the Northern Powerhouse, we 
also replicated the good growth index 
analysis (as we did in 2014) for:

•  All 39 Local Enterprise Partnerships 
(LEPs) in England.

•  11 cities within the devolved nations: 
data was collected for five additional 
cities (Inverness, Stirling, Dundee, 
Perth and Derry) and combined with 
the six that were included within the 
index (Aberdeen, Glasgow, Edinburgh, 
Belfast, Cardiff and Swansea). The 
scores for these cities could then be 
compared relative to each other, as we 
did in the 2014 report.

•  London Local Authorities: given the 
high variation in economic and social 
conditions within London, this 
comparison provides more information 
on the distribution of index results 
across the Greater London boroughs.

•  Core cities: in addition we analyse  
the eight largest cities in England 
outside of London, together with 
Cardiff and Glasgow.9

Table 1: Latest index weights compared to the 2014 report 

Jobs Health Income Skills Work-life 
balance

Housing Sectoral 
balance

Income 
distribution

Transport Environment

2014 
weights 16% 13% 12% 12% 9% 9% 8% 8% 7% 6% 

2015 
weights 16% 13% 12% 12% 9% 9% 8% 8% 7% 6% 

Table 2: Cities included in the Demos-PwC Good Growth Index

Aberdeen

Belfast

Birmingham

Bradford

Brighton

Bristol

Cambridge

Cardiff

Coventry

Edinburgh

Glasgow

Hull

Leeds

Leicester

Liverpool

London

London (Boroughs Only)

Maidstone & North Kent

Manchester

Middlesbrough & Stockton

Milton Keynes & Aylesbury

Newcastle & Durham

Norwich

Nottingham

Oxford

Plymouth

Portsmouth

Preston

Reading & Bracknell

Sheffield & Rotherham

Southampton

Southend & Brentwood

Stoke-on-Trent

Sunderland

Swansea Bay

Swindon

Wakefield & Castleford

Warrington & Wigan

Wirral & Ellesmere Port

9  The Core Cities Group comprises: Cardiff, Glasgow, 
Liverpool, Birmingham, Newcastle, Sheffield, 
Manchester, Nottingham, Leeds and Bristol. 

10  For the purposes of this analysis we have assumed that 
the ‘Northern Powerhouse’ covers the following LEPs: 
Greater Manchester, Liverpool City Region, Cheshire and 
Warrington, York, North Yorkshire and East Riding, 
Sheffield City Region, Leeds City Region, Cumbria, 
Mid-Lancashire, Humber, Tees Valley and North Eastern. 
We have chosen a broad definition of the Northern 
Powerhouse region here, beyond just the including 
relatively more affluent areas such as Cheshire and North 
Yorkshire from which many workers may commute into 
major cities like Manchester and Leeds.

For the first time in 2015, we consider 
where the Northern Powerhouse10 
would sit within our overall index. Given 
the current high level of attention on 
this combined northern region’s current 
and potential future contribution to UK 
economic success, this seemed timely 
although we would emphasise that 
there are also significant divergences in 
performance within this broad region.



12

Science Centre, Glasgow

Key findings
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Wakefield & Castleford 
Middlesbrough & Stockton
London (Boroughs Only)
Sunderland
Liverpool
Bradford
Birmingham
London
Swansea Bay 
Maidstone & North Kent
Hull
Southend & Brentwood
Newcastle & Durham
Sheffield & Rotherham
Manchester
Glasgow
Wirral & Ellesmere Port
Warrington & Wigan
Nottingham
Leeds
Stoke-on-Trent
Brighton
Cardiff
Plymouth
Milton Keynes & Aylesbury
Swindon
Norwich
Preston
Portsmouth
Coventry 
Leicester
Belfast
Bristol
Southampton
Aberdeen
Cambridge
Edinburgh
Oxford
Reading & Bracknell

Figure 2: Demos-PwC Good Growth for Cities Index (2012-14)

Distribution of scores 
across Travel to Work 
Areas (TTWAs)

Our five highest performing cities have 
remained unchanged from our 2014 
report: Reading & Bracknell, Oxford, 
Edinburgh, Cambridge and Aberdeen. 
Only the ordering has altered, with Oxford 
rising and Aberdeen no longer in second 
position. These high income, highly-skilled 
cities not only maintained their positions 
but appear to have created some clear 
water between them and the other cities. 

Figure 2 presents the overall distribution 
of cities’ scores, defined by TTWAs and 
averaged over 2012-2014. We use rolling 
three year averages in order to minimize 
the impact of volatility which can be 
present in annual data at a local level.

For the second consecutive year, two 
out of three Scottish cities on our main 
index have made it to the top five. As 
with previous years, there is a tendency 
for cities in less affluent regions to have 
lower scores. Lower income, skills and 
jobs scores push index values for less 
affluent cities down, although this is 

often moderated by positive housing 
affordability and commuting scores. 
The wealthiest cities11 and affluent areas 
tend to score more highly, but see a cost 
of success in the form of pressures on 
affordability and transport. 

11  With the notable exception of London, which scores 
relatively low in the index for the reasons discussed 
further below.

-0.60 -0.40 -0.20 0.00 0.20 0.40 0.60 0.80
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mean is set as the 2011-13 average across 
all UK cities. A score below this average 
is therefore reported as a negative index 
value, and scores above the UK average  
in 2011-13 are shown as positives. 

In order to create the index, each data 
point was scored by the number of 
standard deviations it was away from the 
2011-13 UK mean which has the effect of 
normalising each of the variables.  
As a result, each variable’s score is directly 
comparable, enabling the grouping of the 
variables into a single index despite their 
differing units of measurement. We can 

Despite being an important indicator 
of growth, Figure 3 shows that only 
18% of the variation in index score is 
determined by variations in average 
income level (R2 of 0.18). The remaining 
80% is determined by a collection of other 
components, reinforcing the importance 
of a broad measure of city growth.

The index scores represent the weighted-
average value of the elements which 
make up the overall index. Each area 
is scored relative to the UK average 
in a particular base year: for ease of 
comparison with the 2014 report the 

also compare absolute movements over 
time relative to the 2011-13 base year, as 
well as relative city scores within a certain 
time period.

As an example, a city whose index value 
is -0.5 has a weighted-average score 
across the ten variables which is, on 
average, half a standard deviation below 
the 2011-13 UK national average. This is 
the same approach we taken in previous 
reports and is standard practice when 
constructing such indices. 
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Figure 3: Relationship between city index scores and average income levels
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Figure 4: Change in index score since 2011-13, all UK cities

Improvement felt 
across the UK since  
our last report

Overall, as shown in Figure 4, the 
majority of cities have seen their index 
scores improve in 2012-14 when 
compared with our previous 2011-2013 
index as the effects of the economic 
recovery have been felt more consistently 
across the UK. The city index changes do, 
however, remain relatively small from 
period to period, this year ranging from 
-0.1 to 0.1 with only two exceptions. 

With an improvement of 0.14 index 
points, Newcastle & Durham has seen 
the greatest positive change since 
the 2014 report, closely followed by 
Bradford, whose score increased by 0.11, 
and Cardiff (0.1). Driven by significant 
falls in unemployment and substantial 
improvements to transport and health, 
these cities have moved up the index. 

While better employment figures were 
the core driver of index rises, there was 
no such common driver of those scores 
which fell. Preston’s workforce saw their 
work-life balance and commuting times 

worsen and cities such as Aberdeen and 
Coventry experienced rising income 
inequality. The unifying factor across 
these cities was that they did not keep 
up with the employment increases 
seen elsewhere, and some even saw 
unemployment rise slightly. It seems 
therefore that the job market has been 
the most important single factor in the 
index movements since our 2014 report.

Further analysis of the drivers behind 
the five largest movers in the index since 
last year is provided in Appendix 2.

Preston 
Belfast
Coventry
Aberdeen
Milton Keynes & Aylesbury
Hull 
Brighton
Reading & Bracknell
Liverpool
Swindon
Wakefield & Castleford
Maidstone & North Kent
Norwich
Manchester
Edinburgh
London (Boroughs Only)
Wirral & Ellesmere Port
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Birmingham
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Swansea Bay
Sheffield & Rotherham
Oxford
Sunderland
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Bristol
London
Stoke-on-Trent
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Glasgow
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Cambridge
Plymouth
Southampton
Cardiff
Bradford
Newcastle & Durham
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12   See for example ‘From Recession to Recovery: How 
Soon and How Strong’, Kannan, Scott & Terrones, 
2014. www.imf.org/external/np/seminars/
eng/2012/fincrises/pdf/ch8.pdf

The results of this analysis show that 
the improvement in average score since 
2011-13 is the first such positive change 
since the beginning of the period studied 
(i.e. 2005-07). The fact that the average 
score continued to fall for so many years 
is indicative of the depth and persistence 
of the effects of the global financial crisis 
and the subsequent UK recession. As past 
research by the IMF has shown,12 this 
is typical of recessions associated with 
banking crises linked to the bursting of  
a debt-fuelled property bubble. 

How has our good 
growth index changed 
since the financial 
crisis? 

Figure 5 extends the analysis back to 
before the financial crisis in 2005-07, and 
displays the average across all UK cities 
within the index for each three-year period. 
As with the analysis above, the average 
good growth index score for each period is 
compared to the score for the base period  
of 2011-13, which is set to zero. 

Also, despite the recent relatively small 
rebound, the average index score in 
2012-14 remains below that of 2005-07. 
This highlights that, while the trend is 
now moving in the right direction, more 
work is needed over the coming years to 
return to the Pre-Crisis position.

Interestingly, this trend differs somewhat 
from the typical view of the UK’s recovery 
based on GDP data, which puts the lowest 
point of the recession around mid-2009, 
or slightly later if you allow for population 
growth by looking at GDP per capita. 

Figure 5: Average Good Growth index score since 2005-07 (2011-13 = 0)
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This latter comparison is shown in 
Figure 6, which plots the average index 
scores (on the left-hand axis) against 
the three-year rolling averages for real 
GDP per capita (on the right-hand axis). 
This shows that, in contrast to the good 
growth index score, the lowest real GDP 
per capita level was seen in 2009-11, 
and by 2012-14 had recovered to levels 
previously seen in 2007-09. 

This comparison highlights that, while 
economic growth returned in 2010-12, 
albeit at a relatively modest rate on 

Figure 6: Average Good Growth for Cities index score & GDP per capita
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average during these years, the effect 
of the recession was more persistent 
in some of the other variables which 
make up our good growth index. This 
continuing fall in the performance of 
some elements of the index from 2009-
11 to 2011-13 was sufficient to more 
than offset the impact of rising headline 
GDP (as reflected in the income variable 
in our index).
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Figure 7: Change in UK unemployment rate since 2005

Annual data
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The delayed improvement in our index 
score was largely driven by persistently 
high unemployment until 2012. This is 
shown in Figure 7 below, which plots 
the unemployment rate for the whole 
of the UK between 2005 and 2014. This 
shows that the unemployment rate 
peaked in 2012, and only fell below 
2009 levels in 2014. 

In terms of three year averages (as shown 
by the thick solid lines in Figure 7), 
the high point for the unemployment 
rate came in 2011-13, the same as the 
low point of our good growth index. 
After that unemployment has fallen back 
markedly and this is also reflected in the 
improvement in our average good growth 
index score in 2012-14.

Unemployment, while only having a 16% 
weight in our index, therefore has  
a more significant role in driving short-
to-medium term cyclical movements in 
the index. Most other variables will tend 
to change more slowly and so will have 
more impact on longer term structural 
shifts in the index scores both at national 
and city level.
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How does Northern 
Powerhouse perform  
on good growth?

For the first time in 2015, we have 
also considered where the ‘Northern 
Powerhouse’ region13 would sit within 
the overall index. Decentralised 
spending powers promised by the 
Chancellor could give places in the 
Northern Powerhouse greater scope 
to develop areas of relative strength 
and tackle relative areas of weakness. 
This analysis seeks to help identify and 
understand these areas in the context of 
our good growth index. 

We have chosen a broad definition of 
the Northern Powerhouse region here, 
beyond just urban centres to include 
relatively more affluent areas such as 
Cheshire and North Yorkshire from 

which many workers may commute into 
major cities like Manchester and Leeds.

The table below summarises how this 
combined group would perform relative to 
the overall index for UK cities across each 
component of the index. The overall results 
show that the Northern Powerhouse 2012-
2014 index score would be -0.08, slightly 
below the average for all UK cities.

However, this overall score masks great 
variation across the different elements 
of the index. For example, the region 
performs very strongly on work-life 
balance, housing affordability and 
income distribution, but is significantly 
below average for income and health. 
The relatively high weighting applied 
within the index on these last few 
components is sufficient to lead to an 
overall score slightly below zero.

Figure 8 extends the above analysis 
in order to plot how the good growth 
score for the Northern Powerhouse has 
developed since 2005-07. This is shown 
alongside the average for all UK cities in 
the index (as in Table 3). 

13  For the purposes of this analysis we have assumed 
that the ‘Northern Powerhouse’ covers the following 
LEPs: Greater Manchester, Liverpool City Region, 
Cheshire and Warrington, York, North Yorkshire and 
East Riding, Sheffield City Region, Leeds City 
Region, Cheshire, Humber, Tees Valley and North 
Eastern. The index score is calculated through a 
weighted of all local authorities within these regions, 
in the same manner as the cities in the overall index.

14  As with some other maps and tables in this report, we 
adopt traffic light style colour coding here with red 
indicating a significantly below average score, yellow 
a close to average score and green a significantly 
above average score.

Figure 8:  Good Growth scores for all cities and the Northern Powerhouse 
since 2005-07

Table 3: Breakdown of good 
growth index scores for Northern 
Powerhouse region14

Variable
‘Northern 

Powerhouse’ 
Score

Jobs -0.20

Income -0.78

Health -0.70

Work-life balance 0.54

Sectoral balance 0.23

House price to earnings ratio 0.87

Owner occupation -0.45

Transport 0.42

Skills -0.09

Income distribution 0.57

Environment -0.26

Total -0.08
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At the beginning of the period studied, the 
gap between the Northern Powerhouse 
and the UK average for our index would 
not be considered statistically significant. 
The chart shows that this gap widened 
markedly between 2005-07 and 2010-12 
as places within the Northern Powerhouse 
were hit relatively hard by the financial 
crisis and subsequent recession. Although 
a complex mix of factors are at work, two 
plausible explanations for at least part of 
this effect would be that:

•  the Northern regions still have a 
somewhat higher weighting than 
London and the South East in 
manufacturing, which is a more 
cyclical sector and so saw a larger 
fall during the recession than most 
services sectors; and

•  the UK government and the Bank 
of England had to try to contain the 
financial crisis by bailing out some 
banks both directly and indirectly via 
quantitative easing (QE). However, 
an incidental side effect of this was to 
support the economy of London (and 
surrounding commuter areas) more 
than that of the North of England or 
other regions outside the South East.

However, since 2010-12 there has been 
a small relative improvement in score for 
the Northern Powerhouse. This began 

with a relatively flat index score between 
2010-12 and 2011-13 (while scores were 
still falling on average in other UK cities), 
and a substantial increase in the Northern 
Powerhouse index score in 2012-14. 

As a result of these trends, the gap 
between the Northern Powerhouse 
and all UK cities has closed back again 
somewhat to around 0.1 in 2012-14. 
This highlights that, despite the damage 
caused by the recession, there have been 
some clear positive signs of recovery in 
the Northern Powerhouse since around 
2012, which additional policy initiatives 
and investment could look to build upon. 

The final charts on the Northern 
Powerhouse (Figures 9-11) focus on the 
performance of three key variables within 
our index; transport, skills and housing 
affordability. These are shown for both the 
Northern Powerhouse and the average 
of all UK cities, since 2005-07. We have 
looked in particular at these variables 
as they are important enablers of future 
growth. They can therefore be seen to 
some degree as revealing the potential of 
the Northern Powerhouse to improve its 
index score and relative position.

Overall, the charts show a strong 
performance in these variables from 
the Northern Powerhouse, particularly 
the scores for transport and housing 

affordability and broadly in line with the 
average in skills. These relative strengths 
provide a strong base on which future 
policy can build and develop. 

There is, however, no room for 
complacency – if the Northern 
Powerhouse is to grow faster in future, 
investment in transport and housing 
is needed. Otherwise further growth 
will increase the pressure on transport 
systems and push up house prices 
relative to earnings in large cities like 
Manchester and Leeds, and so also push 
some workers into longer commutes 
as has happened in London. Given the 
time needed to plan and complete new 
investment in housing and transport, it 
is important to increase investment in 
these areas as soon as feasible so as to 
prepare the ground  
for future growth. 

The same is true for skills, given the 
evidence from recent CBI surveys15 
that skills shortages are rising across 
the country and that it takes time for 
workers to complete the training or re-
training needed to fill these skills gaps.

15  CBI/ Pearson Education and Skills Survey 2015. 
www.news.cbi.org.uk/reports/education-and-skills-
survey-2015/education-and-skills-survey-2015
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Northern Powerhouse transport score UK average transport score

Figure 9:  Transport
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Figure 10:  Skills
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Figure 11:  Housing affordability
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Scottish cities remain 
top of the devolved 
nations list, but Cardiff 
also rises

Figure 12 extends our analysis to a 
selection of cities in Wales, Scotland and 
Northern Ireland. These cities’ scores 
are shown alongside the 2011-13 results 
and both periods are compared with the 
2012-14 UK mean, shown as zero.

Larger cities have yet again performed 
strongly in the index, especially in 
the case of Scotland for whom both 

Aberdeen (0.50) and Edinburgh (0.55) 
retained their place in the top five. 

As in previous years, the majority of 
these devolved administration cities have 
scores above the UK average. Notably 
Cardiff improved from below average in 
the 2014 edition to substantially above 
the UK average in this year’s 2015 report, 
although Dundee moved in the opposite 
direction. Excluding these two cases, 
the cities’ positions are similar to the 
2014 edition of the index. Edinburgh, 
Aberdeen and Inverness remain those 
with the highest scores, although the 
order of these three has reversed.

Figure 12: Devolved nations scores, 2012-14 and 2011-13
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Figure 13: Distribution of Good Growth index scores across London 
boroughs (2012-14) 
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No. Local authority
1 Hillingdon
2 Harrow
3 Barnet
4 Enfield
5 Haringey
6 Waltham Forest
7 Redbridge
8 Havering
9 Ealing
10 Brent
11 Camden
12 Islington
13 Hackney
14 Newham
15 Barking & Dagenham
16 Hounslow 

No. Local authority
17 Hammersmith & Fulham
18 Kensington & Chelsea
19 City of Westminster
20 Tower Hamlets
21 Richmond upon Thames
22 Wandsworth
23 Lambeth
24 Southwark
25 Lewisham
26 Greenwich
27 Bexley
28 Kingston upon Thames
29 Merton
30 Sutton
31 Croydon
32 Bromley

Key:   

l  Below average relative to  
the index for all London LA (<–

 
-0.5)  

l Around average (-0.49 – +0.49)  

l Above average (>–
 
+0.5) 

16  See our report here: www.pwc.co.uk/industries/
government-public-sector/insights/cities-of-
opportunity-6-london-takes-the-top-spot.html 

17  See ONS release at: www.ons.gov.uk/ons/rel/
wellbeing/measuring-national-well-being/
personal-well-being-in-the-uk--2014-15/
stb-personal-well-being-in-the-uk--2014-15.html

and was in the bottom two for the other 
three indicators used (whether life 
was perceived as worthwhile and for 
happiness and anxiety). Both our latest 
good growth index and the latest ONS 
results do suggest some improvement 
in London in the last couple of years, 
but the gap with the UK average scores 
remains significant.

This comparison does suggest that our 
index can help to provide an objective 
explanation for these more subjective 
indications that London’s relatively high 
average income levels are not translating 
into higher levels of subjective wellbeing 
for its residents and workers. Based on 
our index, this would reflect issues such 
as unaffordable housing, congested 
transport systems leading to long 
commuting times, long working hours 
and unequal income distribution. 

Central and East 
London surrounded by 
stronger performing 
boroughs

Turning to London despite its significantly 
higher level of average income, the 
capital has a weak overall good growth 
score, a finding consistent with our 
previous reports in this series. This is in 
contrast to London’s leading ranking as 
a global financial centre and destination 
for international investors, as reflected in 
our 2014 City of Opportunities report.16

Interestingly, our good growth rankings 
are broadly consistent with the latest 
survey of subjective wellbeing published 
by the ONS in September,17 which 
showed that London had the lowest 
score of any UK region on life satisfaction 
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Figure 14: Distribution of Good Growth index scores across London 
boroughs (2005-07 period)
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18  We should recognise, however, that data reliability 
will be lower at the local authority level, due for 
example to higher sampling error.

As explored in our 2014 edition, 
London’s good growth index score 
is one which would be associated, 
on average with a lower income city. 
However, this score is an average across 
all London boroughs, which disguises 
large variations within the city. Indeed 
London’s diversity and size leads to 
much higher levels of intra-city variation 
than any other UK city, and so to capture 
these more nuanced differences at the 
local level it is useful to analyse London 
at a more disaggregated level.18

To get more insight into variations  
across London, we present the 2012-14 
results at a local authority level in  
Figure 13. Those boroughs scoring 
clearly above average for London are 
shown in green, those around average 
are yellow and those clearly below 
average are red. The resulting picture 

illustrates an outer circle of mostly strong 
performing, relatively wealthy suburban 
commuter areas with stronger scores for 
employment and affordability within 
the London boroughs. This surrounds 
the East and Centre of London, where 
higher unemployment and unaffordable 
housing in particular have led to weaker 
good growth index scores.

This pattern is not new. When compared 
with Figure 14, which shows the London 
boroughs’ scores for the 2005-07 period, 
our results for 2012-14 are broadly 
similar in the geographic patterns 
found. This suggests that the issues 
holding back the struggling boroughs 
are persistent structural problems, which 
will require a combination of innovative 
policy and time to improve. 
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Core Cities 

Figure 15 pulls out the results from the 
overall index for the Core Cities – the 
eight largest cities in England outside of 
London, as well as Cardiff and Glasgow. 

Overall, it is clear from this chart that 
the majority of the Core Cities score 
somewhat below the UK city average, 
with Bristol being something of an 
outlier as a relatively high-performing 
city. This finding serves to illustrate some 
of the problems faced by large urban 
centres, particularly in the form  
of infrastructure pressure. 

Good growth scores in 
England’s LEPs 

Our final piece of analysis calculates 
index scores for Local Enterprise 
Partnerships (LEPs) in England. As 
shown in Figure 16, this gives us insight 
into the whole of the country, rather 
than only a view of cities and their 
immediate surroundings. Consistent 
with the 2014 report, the majority of 
LEPs with above average scores are 
located in a bloc fanning out to the west 
and south west of London. 

By contrast, the regions scoring below 
average are more widely dispersed, with 
distinct groups seen in both the North East 
and South East. Such similar results across 
years is expected given how small index 
score changes have been since 2011-13.

Summary of key 
findings

Our 2015 good growth index shows small, 
but widespread, improvement in cities’ 
index scores across the UK, and consistently 
strong performance from our top five cities, 
Reading & Bracknell, Oxford, Edinburgh, 
Cambridge and Aberdeen. 

Given the recent prominence of the 
Northern Powerhouse in political debate, 
we have extended our analysis to explore 
this region for the first time. By combining 
the relevant places which make up the 
Powerhouse, we found its index score to 
be just below the UK average at -0.08.

However, the performance of the 
Powerhouse varies greatly between 
components: 

Figure 15: Summary of Good Growth scores for Core Cities
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Figure 16: Distribution of Good Growth index scores across LEPs  
(2012-14)

Key:   

l  Below average relative to  
the index for all LEPs (<–

 
-0.5)  

l Around average (-0.49 – +0.49)  

l Above average (>– +0.5) 

No. LEP
1 North Eastern
2 Cumbria
3 Tees Valley
4 York, North Yorkshire
5 Lancashire
6 Leeds City Region
7 Liverpool City Region
8 Greater Manchester
9 Humber & East Riding
10 Sheffield City Region
11 Cheshire & Warrington
12  Derby, Derbyshire, Nottingham & Nottinghamshire
13 Greater Lincolnshire
14  Stoke-on-Trent & Staffordshire
15 Leicester & Leicestershire
16 The Marches
18  Greater Birmingham & Solihull
17 Black Country
19 Northamptonshire
20  Greater Cambridge & Greater Peterborough
 

No. LEP
21 New Anglia
22  Coventry and Warwickshire
23 Worcestershire
24 South East Midlands
25 Gloucestershire
26 Hertfordshire
27  Buckinghamshire Thames Valley
28 Oxfordshire
29 London
30 Thames Valley Berkshire
31 West of England
32 Swindon & Wiltshire
33 Enterprise M3
34 South East
35 Coast to Capital 
36 Solent
37 Dorset  
38 Heart of the South West
39  Cornwall & the Isles of Scilly 

•  Significantly below the UK average  
for income and health, 

•  Significantly above the UK average 
for work-life balance, housing 
affordability and income distribution.

In addition, our analysis over time 
illustrates how the North fared worse 
during the recession, but with a small 
relative improvement in score since 
2010-12 and a substantial uptick in the 
Northern Powerhouse index score in 
2012-14. 

As a result of these trends, the gap 
between the Northern Powerhouse 
and all UK cities has closed back again 
somewhat to around 0.1 in 2012-14. 
This highlights that, despite the damage 
caused by the recession, there has been 
some clear positive signs of recovery in 
the Northern Powerhouse since around 
2012, which additional policy initiatives 
and investment could look to build upon. 

Although most index score changes 
from our 2014 edition were small, a few 
cities improved significantly; notably 
Newcastle & Durham and Bradford 
as well as Cardiff. Driven by large 
employment gains and supported by 
other components such as improvement 
transport and health, these cities moved 
their way up the index. At the other 
end of the scale, a failure to experience 
similar improvements in the job market 
means Preston and Belfast have fallen.
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Implications

Leeds Beckett University Campus, Rose Bowl Building, Leeds
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Productivity and growth are central to 
the government’s long term economic 
plan and are the keys to a long term 
rise in living standards. As Chancellor 
George Osborne has said, raising 
productivity is “the challenge of our 
lifetime”.19

While the success (or otherwise) of  
any place depends on the effects of  
long lasting structural factors, these can 
change over time. As we found in the 
2014 edition, strong performers do not 
inevitably move further ahead, while 
relatively weaker performers do not 
necessarily fall further behind which  
we have seen this year, for instance,  
in Newcastle, Bradford and Cardiff. 

But for this to happen, places need to 
develop targeted local interventions 
based on a robust evidence base 
which will deliver a step change in 
productivity and growth. This means,  
in turn, that key stakeholders must work 
collaboratively towards a shared vision 
for a place and make the right decisions 
on the long term investments which 
deliver sustainable competitiveness. 

Clearly, this is helped where they 
have access to powers and funding 
locally to tailor interventions to meet 
their specific circumstances. Given 
the continuing push to devolve and 
decentralise powers and funds, this 
means that places must:

•  Engage continuously and keep 
local stakeholders connected in the 
decentralisation process to keep them 
on board across all sectors.

•  Make robust business plans and 
cases for greater power (where 
not already established) based on 
evidence of the benefits and value 
of localising additional powers 
and budgets, supported by robust 
modelling of the total impacts 
(economic, social, environmental  
and fiscal).

•  Develop and execute the delivery 
plans to make things happen in 
priority areas for growth, as well as 
reform, including innovations like 
skills banks, online finance platforms 
and infrastructure investments funds.

In this context, a three pronged approach 
is needed involving:

•  Investment in the assets of a place: 
particularly the skills of its people, the 
infrastructure to enable sustainable 
growth and the brand of a place.

•  Decentralisation by design:  
multi-speed devolution of powers and 
responsibilities which requires local 
leadership, capability, capacity and 
accountability to be in place, enabled 
by a change in the culture at the 
centre of government.

•  A focus on outcomes through  
whole system working with a 
delivery plan to make things happen 
through collaborative working and  
as decentralisation progresses. 

We discuss each of these essential 
elements in the rest of this section.

19  FT article, 21 September 2015. www.ft.com/
cms/s/0/6e9f1800-5dea-11e5-9846-de406ccb37f2.
html?dm_i=2OYA,2CRM,1F7JR,6Q8Q,1#axzz3mLi
TR9bN
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Investing in the assets 
of a place

Well directed public infrastructure 
spending drives economic growth both 
at a national and local level.20 Delivering 
effective, efficient and sustainable urban 
infrastructure (particularly transport and 
housing) is essential to provide the city 
backbone from which economic success 
and prosperity can grow. 

Cities which are able to do this are 
then also better placed to attract, and 
importantly retain, the highly-skilled 
individuals needed for places to be 
resilient and sustainably competitive in 
the longer term, as discussed below.

Skilled for the future

Skills are a critical enabler of success for 
any organisation and the strongest driver 
of good growth (see Table 4).21

Skilled workers tend to be more flexible,  
able to learn new skills and be 
entrepreneurial. In a recession these 
workers can adapt to a changing job market 
and drive new ventures to support recovery.22

Highly-skilled areas not only typically 
perform better, they also tend to 
develop a place’s resilience to economic 
instability. For instance, Figure 17  
shows that cities with a higher 
percentage of graduates in 2005-07 saw 
index scores start higher and remain 
broadly constant. In contrast, cities with 
a low percentage of graduates in 2005 
performed less well initially and this 
declined further over time. 

20  Stepping stones to growth’, PwC, 2013. 
21  www.pwc.blogs.com/

publicsectormatters/2015/05/high-skilled-and-
resilient-how-a-strong-skills-base-enables-city-
growth-.html

22  No City Left Behind, Work Foundation, 2010 www.
theworkfoundation.com/Assets/Docs/no_city_
FINAL.pdf

Table 4: Drivers of good growth

Variable

Correlation 
between 2005-

07 score and 
subsequent 

change

Skills 0.37

Jobs 0.22

Income 0.13

Environment 0.11

Transport 0.06

Work-life-balance 0.02

Owner occupation -0.06

Sectoral balance -0.18

House price to earnings -0.19

Health -0.24

Income distribution -0.29

Figure 17:  Graduates and growth – cities grouped by % graduates in 
2005, showing how their indexes changed from 2005-14
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Sticky cities: How can cities 
and regions attract and retain 
talent?23

Local areas are increasingly focusing on 
skills investment in their strategic economic 
plans. Much of the emphasis, however, is on 
improving lower level skills or attracting 
and retaining people at the start of their 
working lives, including graduates. For the 
private sector, however, attracting and 
retaining high level talent – those 
individuals further in to their careers who 
can make a difference to organisational 
performance, either in the immediate or 
longer term - is also a pressing concern. 

Research shows that jobs and 
employment opportunities, while 
necessary to attract and retain talent,  
are not sufficient. Our ‘We the urban 
people’ research explored the factors 
that make a place attractive and found 

people want opportunity foremost,  
with high intellectual capital and 
innovation the primary attraction. 
However, demographics and liveability 
are the second strongest draw. This 
mirrors research on the geographical 
distribution of talent in the UK  
that highlights an entrepreneurial 
culture along with a high quality 
provision of public goods and services 
are most important to attracting and 
retaining talent. 

These findings emphasise the need for 
places to take a holistic approach to 
economic growth. For cities, the ‘offer’  
to business needs to include an ‘offer’ for 
people. This means addressing the wider 
components of good growth, such as 
housing, transport, culture and 
environment, which in turn helps talent 
‘stick’ (although not get stuck).

Indeed, it is noticeable that cities 
across the UK have been strengthening 
links between universities and the 
local economy, boosting both the 
local innovation ecosystem and their 
resilience to economic instability.

For many organisations the focus is 
therefore on attracting new graduates 
as well as young skilled workers to a 
place. Employers can themselves help 
navigate graduates and young people 
into career opportunities that will attract 
them, by working closely with higher 
education institutions to match people 
to opportunities. In parallel, policy 
makers worry (rightly) about the general 
pathways into work of school leavers. 

While these remain essential, attracting 
talent is only one part of the equation: 
the other challenge is then to retain the 
skilled workers who have been nurtured 
in a place to stay there and generate 
a local return on the investment in 
them. This is particularly important to 
counteract the magnetic pull of London 
and the South East and the increasing 
global mobility of highly-skilled people. 

And as we have found that the link 
between skills and growth is consistent 
across age groups, this is also an issue 
across all ages, particularly as people live 
longer and extend their working lives. 

This poses a challenge of ‘stickiness’ 
for city and business leaders – how to 
keep talent from leaving a place (see 
Box) – but also a dilemma for national 
policy makers who want a flexible labour 
market where people are able to move to 
the places with the best job opportunities 
(see later under Housing). 

23   Drawn from Tina Hallett’s blog, 21 September, 
2015. www.pwc.blogs.com/
publicsectormatters/2015/09/sticky-cities-how-
can-cities-and-regions-attract-and-retain-talent.
html

Highest % graduates

Middle % graduates

Low % graduates
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It is also important that employers find 
the skills they need in the first place. 
Businesses continue to feel that our 
skills system does not meet their needs, 
despite the government’s measures 
to improve the employability of our 
workforce including measures such as 
Employer Ownership of Skills and the 
drive to increase apprenticeships. 

There is still much to be done therefore 
to connect business and the education 
system and better match people to jobs. 
LEPs have a role to play in connecting 
what employers want locally and the 
provision from the local skills system:  
a role that might grow as devolution  
and decentralisation progresses. 

Government could assist this process 
by making the skills system simpler 
and so make it easier for businesses to 
engage, from apprenticeships through 
to university provision, building a 
better bridge between education and 
employment. A particular opportunity to 
generate stronger employer ownership 
of the skills agenda in an area is the 
creation of a Skills Bank, as is being set 
up in Sheffield City Region (see Box).

Business-led Skills Banks24

Sheffield City Region has set up a Skills 
Bank as part of its programme for 
improving the skills base of its workforce, 
while changing the way the skills system 
operates by placing the purchasing power 
for skills in the hands of employers.

This aligns the public investment made 
through the Skills Bank to economic 
growth outcomes, such as job creation, 
business creation and increasing gross 
value added (GVA) which supports 
delivery of the City Region’s Strategic 
Economic Plan. Other cities and regions 
have plans to implement a similar 
concept.

PwC has been appointed to operate the 
Skills Bank service which includes 
employer engagement and marketing,  
a triage and brokerage service, the 
procurement of education and training, 
contract and financial management and 
the management of reporting activities.

24  www.sheffieldcityregion.org.uk/projects-2/
skills-bank-procurement/
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Value adding infrastructure - 
transport

Better city transport systems are critical 
to sustaining long term sustainable city 
success. The connectivity of people and 
places, and the wider economic benefit 
of transport programmes enabling 
growth, is a defining challenge in the 
years ahead, with moves to devolve 
powers (such as to the ‘Northern 
Powerhouse’) being seen as pivotal.25

But transport is an area where the UK 
lags internationally, being ranked just 
27th in the World Economic Forum’s 
2014-15 Global Competitiveness Index, 
and falling since 2011-12.26 Indeed, 
transport infrastructure has also been 
one of the weakest areas of our index, 
with average commuting times across 
the 39 UK cities in the index having risen 
by 9% since 2005-07.27

It appears that the labour market 
resilience of a place is playing a key role 
in this development. For example, the 
top five cities by resilience (those which 
have seen the smallest fall in labour 
market scores from 2005-13) are also the 
five cities with the greatest increase in 
commuting times (Figure 18). For each 
of these cities the relatively strong labour 
market performance has come at the cost 
of increases in average commuting time of 
between 20% and 40% since 2005.

Strong labour market resilience has 
therefore placed pressure on some cities’ 
transport infrastructure which means 
that a substantial amount of investment 
in local infrastructure (as well as national 
infrastructure e.g. HS2 and Crossrail) will 
be required in order to maintain strong 
labour market performance. Failure to 
do so could act as a deterrent to new 
businesses and individuals considering 
locating to an area. 

Central government and national 
transport bodies see transport devolution 
as part of the solution. As discussed in 
Full Speed Ahead, this change in mind-
set allows for a different conversation 
and new collaboration between local, 
regional and national transport bodies 
and for the development of a more 
integrated transport network, supported 
where appropriate by smart ticketing.28

And given that (two thirds of) the Local 
Growth Fund comprises transport 
funding, LEPs will have a key role in 
delivering the transport that businesses 
need, working alongside local and 
combined authorities, to prioritise and 
address local issues.

25  www.pwc.blogs.com/publicsectormatters/
transport/

26  www.reports.weforum.org/global-competitiveness-
report-2014-2015/rankings/

27  www.pwc.blogs.com/
publicsectormatters/2015/07/transport-strains-
rising-commuting-times-put-city-success-at-risk.
html

28  PwC and the Smith Institute, 2015, Full Speed 
Ahead. www.pwc.co.uk/industries/government-
public-sector/transport/insights/full-speed-ahead-
connecting-our-cities-and-regions.html.

Figure 18: Change in commuting times for top 10 most resilient cities
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Value adding infrastructure - 
housing

Housing is an important aspect of 
economic success and impacts on 
productivity: a lack of suitable and 
affordable housing in a place makes 
it more difficult for people to move 
to a place and access employment 
opportunities. As Figure 19 shows,  
the house price to earnings ratio varies 
greatly by region in England and 
Wales, with London and the South East 
experiencing a much higher price to 
earnings ratio than, for instance, the 
Midlands and the North East.

The most resilient cities in our index  
also tend to have the highest price to 
earnings ratios. 

The labour flexibility which enabled 
cities to be resilient through the recession 
relied on the ability of workers to 
move between areas. However, a city’s 
subsequent success has meant that more 
workers are being attracted than the 
growth in housing supply can keep up 
with, resulting in rising unaffordability. 
This could have long term economic 
consequences as it will likely restrict 
future labour flexibility and therefore 
local and national economic performance.

This requires increased housing supply 
where people want to live, but many pre-
election policy announcements focused 
instead on shorter term measures 
to boost demand. For example, the 
extension of Right-to-Buy to housing 
association tenants will reduce the 
availability of the stock of affordable 
homes, as the 100% replacement of 
sales looks very optimistic. This presents 
particular challenges to the vision and 
strategy of housing associations, many 
of which risk facing an identity crisis 
given the changing policy landscape.

29  www.pwc.co.uk/the-economy/publications/
uk-economic-outlook/ukeo-july2015-housing-
market-outlook

30  www.pwc.co.uk/industries/government-public-
sector/local-government/insights/distinctive-by-
design.html

Housing 2020

Over the last fifteen years, the number 
of social housing units has remained 
static while the number of privately 
rented homes has doubled.29 The trend 
of house prices rising much faster than 
earnings, and social housing supply 
remaining constrained, is predicted to 
continue with an additional 1.8 million 
households becoming private renters by 
2025. This would take the total to 7.2 
million households – almost one in four 
of the UK total in 2025.

As a result, housing associations risk 
facing an ‘identity crisis’ which could 
leave them marginalised. Associations 
need to act to ensure that they stay 
relevant to their customers, 
communities and wider stakeholders. 
The change required will go far beyond 
rearranging the well-worn furniture. 
Housing associations need to reflect on 
their vision and purpose, and as a result 
review how successfully they are 
delivering for their customers, who 
their customers indeed are and what 
services they provide.

In ‘The Housing Association of 2020: 
Distinctive by design’30 we set out our 
view on the six steps which every housing 
association now needs to consider to 
prepare properly to meet the challenges 
of the next five years and lay solid 
foundations for the future. These include: 
setting a strategy and clear purpose; 
growing sustainably through 
development and diversification; design 
to deliver modern and efficient services; 
unlock insight through the power of data; 
embrace digital to engage customers and 
embed efficiency; and align leadership, 
culture and competencies.
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Figure 19: Price to earnings ratios across England and Wales

Increasing house price to earnings ratio
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processes and governance to help 
deliver some of the first few deals. 

Building on some of the more traditional 
government lending structures, the 
GMCA Housing Investment Fund 
employs private sector “bank like” 
systems and processes with public  
sector risk appetite and a broader  
social impact objective. 

Some of the key features that have 
contributed to the Fund’s success include:

•  Origination – the fund targets gaps in 
the market, where developers have 
planning permission and an appetite 
to develop, but where there is a 
funding need.

•  Credit approval – a credit approval 
process that integrates into the 
existing local government governance 
routine, while also remaining agile 
and flexible to meet developer needs. 

•  Transaction management – 
providing a customer service to 
borrowers, and working with 
lawyers, valuers and monitoring 
surveyors who understand the 
development finance market

Alignment of investor and developer 
objectives is the founding principle of 
the first few deals. The GMCA aims to 
achieve up to £750m of investment over 
a 10 year period.

However, the new government’s 
intention to decentralise planning 
policy could enable local government 
to act on rising unaffordability. This is 
being reinforced by the proposals in the 
Housing and Planning Bill including the 
requirement on councils to produce local 
plans for new homes in their area by 
2017.31 For instance, the prioritisation 
of brownfield sites could open up 
opportunities for increased house 
building where viability issues can be 
more easily addressed.

This may allow cities and their 
surrounding areas to take measures to 
boost housing supply and lean against the 
wind of rising unaffordability in the long 
run, using new mechanisms like housing 
investment funds to deliver (see Box).

Greater Manchester 
Combined Authority (GMCA) 
Housing Investment Fund 

The GMCA Housing Investment Fund is 
designed to help accelerate and unlock 
housing investment schemes in the 
Greater Manchester area, representing  
a cornerstone of the region’s housing 
growth strategy. 

PwC has worked closely with the Fund 
helping to achieve authority and 
approval for the structure, and then 
working to operationalise and deliver it. 
We have worked closely with the Fund 
to help establish transaction systems, 

31  www.gov.uk/government/news/prime-minister-
councils-must-deliver-local-plans-for-new-homes-
by-2017
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Brand and identity

Investment in the assets of a place include 
its brand and identity. The Northern 
Powerhouse provides the most current 
example of how political leadership at 
local and national levels can combine to 
create a new lens through which to view 
a place, and excite national and overseas 
interest to invest in the future of a place. 
For instance, the Chancellor unveiled  
a ‘northern pitch book’ comprising  
£24 billion of investment opportunities  
on a visit to China.32 

32  www.gov.uk/government/news/chancellor-opens-
book-on-more-than-24-billion-of-northern-
powerhouse-investment-opportunities-in-china

The critical questions arising for local 
stakeholders are:

1. What is/can our place be famous for?

2.  How do we extend/refresh our brand 
building on existing assets?

3.  How can we attract, and retain, the 
talent and finance to sustain future 
growth? 

As we saw in the 2014 edition of our 
index, there is no systematic relationship 
between a city’s score ‘Pre-Crisis’ and the 

subsequent change in its score through 
to the ‘Recovery’ period. In 2014 we also 
highlighted that there are opportunities 
for those cities well placed in our index, 
often mid-sized or with a mix of urban-
rural topography, to increase their share 
of economic activity. 

But these cities need to have a clear vision of 
their assets and identities, based on a robust 
assessment of the specific strengths and 
weaknesses of a place, and sell themselves 
better in order to attract and retain mobile 
businesses, finance and talent. 

Imperial War Museum, Salford
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33  ‘Delivering the decentralisation dividend’, PwC, 
2015. www.pwc.co.uk/industries/government-
public-sector/local-government/insights/
local-state-were-in/delivering-the-decentralisation-
dividend.html

Figure 20: The growth and reform dividend
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One of the defining principles for 
devolution or decentralisation is that it 
must be for a broad and clear purpose; 
not an end in itself, but a means to 
achieve improved outcomes.33

The potential dividend from 
decentralisation comprises three inter-
related elements: a rebalancing of the 
economy with inclusive growth spread 
UK-wide; public service reform with 
better value services; and enhanced 
public engagement and accountability 
for the delivery of local services and 
improved local outcomes.

The challenge in achieving this is 
is to get the balance right between 
investment and reform, with a joint 
focus on growth and better value public 
services (Figure 20). This, in turn, 
needs to be reflected in local strategic 
priorities and choices. This balance 
is also essential to achieving ‘fiscal 
neutrality’, which has become a goal for 
many places, particularly those looking 
to agree ‘devo deals’.

Although many potential ‘devo deals’ are 
in progress, confidence in their delivery is 
now moving centre stage as a key test in 
the process. This requires collaboration 
and effective local partnerships across 
the key local institutions necessary for 
success in delivery – particularly local/
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combined authorities as well as LEPs – who 
in turn need to have the local leadership, 
capacity and capability as well as the 
accountability arrangements in place to 
support their case to government for further 
powers, which we discuss further below. 

Only in this way will those at the centre 
be assured that the outcomes intended 
from the ‘devo deals’ will be deliverable, 
although it also means central 
government really being willing to  
‘let go’ (see Box).

Beyond ‘letting go’: the role  
of central government in a 
decentralised world34 

A sea change in culture is needed at  
the centre of government to achieve 
decentralisation and manage the 
complexity and ambiguity that it brings. 
Because for some functions and 
geographical areas, central government 
may keep a firm grip on the levers of 
power, but in others, central government 
will need to learn to operate through 
influence rather than ‘command  
and control’. 

The debate between central and local 
government has to move beyond a 
zero-sum conflict based on Whitehall 
‘letting go’35, towards forging a new 
partnership based on a joint focus on the 
priorities and outcomes to be achieved 
for citizens. In particular, central 
government needs to:

•  Deliver a more joined up approach to 
local growth and public service 
reform at the centre, for example, 
through strengthening the Cities and 
Local Government Unit and 

incentivising collaboration across long 
standing departmental siloes, making 
it easier for local bodies to gain access 
and for quicker decisions to be made.

•  Tackle further the cultural barriers 
between central and local 
government, for example, through 
greater co-location of central 
government bodies across the country 
and increased secondments between 
central and local government.

•  Embed decentralisation into wider civil 
service reform and the reshaping of 
Whitehall, delivering ‘decentralisation 
by design’ and setting out how to 
manage the network effects of 
decentralised decision making.

•  Be radical in assessing which funding 
streams and functions could 
potentially be devolved, now and in 
the rest of this Parliament, in order to 
deliver better outcomes and meet the 
financial challenges.

•  Engage the public in the debate on the 
issue of national standard setting to 
show that decentralisation can lead to 
improvements, rather than become a 
‘race to the bottom’.

•  Establish a robust framework for 
governance, monitoring and evaluating 
the transition to decentralisation. 

These are not easy issues to address, but 
are the set of challenges that central 
government needs to tackle head on  
if the potential prize of decentralisation, 
in terms of improved growth and 
productivity and public service 
efficiency, is to be delivered. 

34  PwC, 2015, Beyond letting go: the role of central 
government in a decentralised world, www.pwc.
co.uk/beyondlettinggo

35  IfG, 2015, All in it together: Cross departmental 
responsibilities for improving Whitehall
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36  PwC, 2015, Local State We’re In. www.pwc.co.uk/
localgov2015

37  PwC & Smith Institute, 2015, Delivering growth: 
What does the future hold for LEPs? www.pwc.
co.uk/leps

Figure 21: Priorities for decentralisation and capacity and capability
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Capacity and capability

Looking firstly at councils, there is a 
mismatch between council priorities 
for devolution and their self-reported 
capabilities (see Figure 21).36 For 
instance, for skills in aggregate there 
is a 30% gap between council leaders 
and chief executives who prioritise 
additional powers over skills and those 
who believe they have the capacity and 
capability to deliver (see Figure 21), 
with other significant gaps for housing 
(11%), health and social care (18%) and 
local transport (21%). Addressing these 
capacity and capability gaps across local 
government will be critical to delivering 
the decentralisation dividend.

As growth is ultimately driven by 
business, it is also essential that 
businesses have a voice and access to 
the skills, finance and infrastructure 
that enable them to grow. In England, 
LEPs have an important role to play in 
engaging business and bringing the 
private sector voice to the table. But 
our research37 also shows that some 
LEPs are arguably under-powered and 
under-resourced for the tasks they face. 
Recruiting and retaining talent remains 
a challenge, as is the lack of multi-year 
funding.
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Accountability

The public also needs to be engaged for 
decentralisation to deliver its benefits. Our 
research38 indicates that the public is open 
to the case for further decentralisation 
but only if the powers devolved are 
well defined and communicated, with a 
focus on the purpose and outcomes of 
decentralisation, rather than structures.

A poll with Ipsos Mori and New Local 
Government Network (NLGN) shows 
that support for local decision making 
is driven by a belief it will allow local 
councils and other local agencies to be 
more flexible in responding to changing 
local demand (59%) and that local 
politicians know better than national 
politicians what is best for the local 
area (59%). However, the threat of a 
“postcode lottery” continues to concern 
the public, with 58% highlighting the risk 
that service levels might differ between 
areas as a result of decentralisation.39

From the local authority point of view, 
other perceived accountability barriers 
most commonly mentioned in our 
‘pulse poll’40 include: sustained and 
growing financial pressures on councils; 
the difficulty of building effective 
collaborative relationships with local 
government partners (particularly 
beyond the major cities and in two tier 
areas); and the requirement for a directly 
elected mayor (although there has been 
some shift here, see Box). 

Elected mayors?

Before the General Election, local 
authority Leaders and Chief Executives 
were reluctant to embrace the idea of 
directly elected mayors: in our Local 
State We’re In survey, only 12% of Chief 
Executives and Leaders agreed that their 
council would be part of a combined 
authority governed by an elected mayor. 
But our post-election ‘pulse poll’ saw this 
figure rise to 22%, while the proportion 
who disagreed fell from 83% to 61%. 

This suggests that more local authorities 
may be coming around to directly elected 
mayors for combined authorities, now 
that there is a clear offer on the table 
from central government. However, 
there remains a risk that the progress 
made towards combined authorities is 
lost where the mayoral requirement is 
seen as a barrier.

Furthermore, in the eyes of the public 
the requirement for a directly elected 
mayor is not a major concern: only 19% 
of respondents to our survey with Ipsos 
Mori and NLGN said that an elected 
Mayor would make them more 
supportive of devolution to local areas.

38  PwC, 2014, Who’s Accountable Now? www.pwc.
co.uk/whosaccountable

39  Ipsos Mori, PwC and NLGN polling, 18 – 29 
September 2015, 3,800 responses, England only.

40  Pulse poll of local authority Chief Executives and 
Leaders across England carried out from 29 May – 6 
June 2015: 40 responses.
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Achieving outcomes 
through whole system 
working

While the issue of accountability is 
important, and directly elected mayors 
are set to be a mandatory factor in 
further devolution deals, discussions 
about governance should not be allowed 
to become a barrier to what can be 
achieved by whole system working. The 
focus needs to be on the outcomes that 
can be achieved from local collaboration 
and moving decision making closer to 
the citizen.

Partners across a place need to establish 
a shared vision for the outcomes they 
want to achieve, and keep a firm focus on 
the impact they can deliver by working 
collaboratively (see Box). Taking such an 
approach offers the potential to deliver 
better for less by reducing costs and 
demand and moving towards a goal of 
fiscal neutrality.

Making an impact

Taking an outcomes-based approach  
is a fundamental shift for public bodies. 
The outcomes a council, or LEP, wants 
to achieve will rarely be in the control  
of their organisation only. Public bodies 
need to develop an understanding of 
the different factors that impact the 
outcomes they want to achieve and how 
to influence them.

Establishing this relationship between 
interventions, impact and outcomes will 
be critical. Our approach to measuring 
impact is Total Impact Measurement 
and Management (TIMM), a technique 
supporting decision making between 
options to improve outcomes in a place, 
many of which are long term in nature 

(Figure 22). TIMM provides a clear 
framework within which to design the 
strategy to deliver the vision and, 
critically, the priorities for the 
implementation plan.

A place-based TIMM can aid cities 
trying to measure their impact which 
has always been characterised in terms 
which are broader than purely financial. 
Being able to measure, understand and 
compare the trade-offs between 
different options means decisions can 
be made with more complete knowledge 
of the overall impact and a better 
understanding of which stakeholders 
will be affected by decisions, whether 
an organisation is in the public, private 
or not-for-profit sectors.
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It is critical that local leaders take a 
whole system approach and establish an 
evidence-based vision for growth shared 
by local partners. This means working 
across a place to identify both the needs 
of the population and economy, and the 
outcomes and impacts to be achieved, 
and redesigning the business model for 
public services and strategy for growth 
as a result (see Figure 23).

Of course, gaps may become apparent 
between the ambition and what can be 
achieved by collaborative whole system 
working alone which highlights areas where 
a case for further devolution of powers and/
or funding can be made (see Box).

Figure 23: Whole place business model redesign

Operating around structures and 
processes – The how...

Politicians Community Partners 
Agreed design principles

Operating around outcomes 
– The what...

Need Current service  
model

New delivery  
model Indicator Outcome

Building the model from  
the bottom up

Doing the ‘devo deal’

Building on their evidence base, localities 
need to establish a robust understanding 
of what the impact of further devolution 
in specific areas might be, both in terms of 
the outcomes to be achieved and the 
resources needed to deliver.

Localities can then identify the delivery 
gaps and barriers to be overcome in their 
cases to Whitehall and as part of the 
devolution deal asks and offers. Defining 
the ambition for a place, based on a 
robust assessment of its specific 
strengths and weaknesses (including the 
drivers of local economic growth and of 
demand on public services) and 
establishing a strategy for achieving it 
collaboratively is paramount.
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But whole system working, whether 
as part of a ‘devo deal’ or not, does not 
happen by chance. It requires:

•  Partnerships: Effective collaboration 
with key stakeholders across a place, 
including the public, private and third 
sectors, and citizens themselves.

•  Leadership: Distributed, system-
wide leadership, with a shared 
vision, clarity on specific roles and 
responsibilities and clear lines of 
accountability.

•  Prioritisation: Prioritisation of 
investment and spending decisions 
based on a robust and holistic 
understanding of the strengths and 
weaknesses of a place.

•  Smart financial solutions: Innovative 
funding, income generating 
mechanisms and investment vehicles 
which leverage public and private 
sector investment and match funders 
to those seeking funds (see Box).

•  Agile delivery vehicles: Innovative 
delivery models focused on delivering 
outcomes across a place.

•  Communication: Branding and 
communication is key to promoting 
a place, its vision and identity and 
engaging and mobilising citizens, 
businesses and investors alike.

Making a match

One of the key challenges facing small 
and medium sized enterprises (SMEs) 
is navigating the investor landscape in 
order to secure investment for growth 
and expansion. PwC is working with 
Finpoint Limited, a new business in the 
UK, to provide a digitally enabled 
platform which links SMEs to potential 
funders and improves access to 
finance, a service which has recently 
been launched by the Leeds City 
Region LEP.41

The platform uses algorithms of find 
potential funder matches from a wide 
range of potential global lenders based on 
the anonymous requirements of the SME. 
The SME is in the driving seat: if they 
want to progress discussions with a lender 
that expresses an interest, it can choose to 
reveal its identity, start direct discussions 
and then negotiate and agree any 
subsequent funding deal that follows.

While finding potential funding is 
critical, SMEs also need to ensure they 
are ready to enter into and make the 
most of any investor relationships.

41  www.finpoint.co.uk/partnerpage/business-finance-
in-leeds/
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The Spinnaker Tower, Portsmouth
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Conclusions

Economic success is not just 
about growth in GDP or 
GVA, but also needs to reflect 
broader measures of wellbeing 
including jobs, income, health, 
skills, work-life balance, 
affordable housing, transport 
and the environment. 
Good growth is therefore in 
everyone’s interest. 

Economic and jobs growth ultimately 
depends on the success of the private 
sector. The challenge is to unlock the 
potential of our cities as engines of 
sustainable growth by investing in the 
enablers that businesses require to succeed 
and grow over the long term. In an era 
of fiscal austerity and resource scarcity, 
achieving resilient and good growth also 
means making choices and trade-offs. 

Decentralisation is a part of the answer 
to unleashing the economic potential of 
UK plc as a whole by giving local leaders 
the ability to control the levers of good 
growth particularly skills, transport 
infrastructure, housing and business 
support. This will enable them to tailor 
their approach to economic development 
to the unique strengths, weaknesses and 
potential of every place and to prioritise 
investment based on a common, 
evidence-based vision for local growth.

Driving good growth in tandem with 
public service reform (as fiscal austerity 
continues through this Parliament) 
means a challenging agenda for action: 

City leaders and other local 
public bodies including LEPs

•  Provide local leadership in support of 
whole system working across political 
and administrative boundaries, 
building the capability, capacity and 
accountability arrangements for a 
place to succeed.

•  Engage with the private and voluntary 
sector as well as the public to define 
the vision for a place – what city 
stakeholders want it to be famous for 
– which attracts and retains talent and 
investment in a place.

•  Build plans on robust evidence and 
analysis of the city’s assets, supported 
by modelling of the total impacts 
(economic, social, environmental and 
fiscal) of targeted investments and 
interventions to improve outcomes.

•  Execute delivery plans to realise the 
benefits of devo deals, monitoring and 
evaluating progress, using the good 
growth dashboard, and building the 
evidence base to link decisions and 
outcomes using a placed-based TIMM 
approach.

•  Innovate to develop interventions which 
support good growth such as skills banks 
and online finance platforms.

•  Develop and implement integrated 
programmes of infrastructure 
investments (supported where 
appropriate by civic investment 
funds) to enhance quality of life and 
sustainable city competitiveness, 
particularly affordable and suitable 
housing and efficient and effective 
integrated local transport systems.
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•  Refresh and promote the identity/
brand of places (as is happening for 
the Northern Powerhouse).

•  Share best practice across places to 
accelerate learning from experience.

Central government

•  Deliver a more joined up approach 
to local growth and public service 
reform at the centre, for example, 
through strengthening the Cities 
and Local Government Unit and 
incentivising collaboration across 
departments, making it easier for 
local bodies to gain access and for 
quicker decisions to be made.

•  Tackle further the cultural 
barriers between central and local 
government, for example, through 
greater co-location of central 
government bodies across the country 
and increased secondments between 
central and local government.

•  Embed decentralisation into 
wider civil service reform and the 
reshaping of Whitehall, delivering 
‘decentralisation by design’ and 
setting out how to manage the 
network effects of decentralised 
decision making.

•  Be radical in assessing which 
funding streams and functions could 
potentially be devolved, now and in 
the rest of this Parliament, in order to 
deliver better outcomes and meet the 
financial challenges.

•  Make the skills system simpler and 
so make it easier for businesses to 
engage, from apprenticeships through 
to university provision, building a 
better bridge between education and 
employment.

•  Engage the public in the debate on the 
issue of national standard setting to 
show that decentralisation can lead to 
improvements, rather than become a 
‘race to the bottom.’

•  Establish a robust framework for 
governance, monitoring and evaluating 
the transition to decentralisation. 

Devolved nations

•  Assess the implications of 
decentralisation in England for the 
relationship between cities and the 
national assemblies in Northern Ireland, 
Wales and the Scottish Parliament’. 

•  Develop the capacity, capability and 
accountability of cities locally to take 
on, and deliver, new powers and 
responsibilities where appropriate.

Education and training 
providers

•  Engage with the shifting landscape 
of skills provision with employers 
increasingly at the heart of a more 
demand driven system e.g. through 
local skills banks.

•  Improve the dialogue with employers 
on their future training and skills 
needs to make skills provision more 
demand driven.

•  Improve the provision of careers advice 
to maximise the chances of matching 
people to the opportunities available.

Businesses

•  Work collaboratively and proactively 
with LEPs (and other public bodies) 
to engage with the priorities in local 
Growth Plans and devolution deals.

•  Assess the impact on supply chains of 
decentralisation of public procurement 
e.g. for business and outsourcing 
services, and the opportunities e.g.  
for infrastructure investment.

•  Improve engagement with the skills 
system, getting more involved directly 
with education and training providers 
and new apprenticeship schemes and 
taking advantage of new platforms 
like skills banks.

•  Measure and manage the total impact 
of business activities in order to 
deliver good growth on a business-by-
business basis.



48

This methodological approach is the 
same as in 2014, using the variables, and 
the weights applied to them, which are 
outlined in Table A1 below:

The occasional piece of local authority 
level data is missing, and where this 
happens the data has been benchmarked 
to an appropriate local or regional 
alternative. However, this has not had a 
material impact on the results. 

The same list of cities has been used as 
in the previous two years. These were 
chosen to fit the following criteria: 

•  Population size: the official 
definition of a city is 125,000 or 
above (CLG Primary Urban Areas). 
This would result in a list of 60 
cities. In order to make our analysis 
manageable, however, we restricted 
this list somewhat, ensuring we 
included cities with a population 
250,000 or more as a minimum.

•  Mix: one of the most important 
criteria for any city list is to ensure 
there is a mix of economies, from the 
struggling to the buoyant, in order 
to provide interesting good growth 
comparisons.

•  Spread: we ensure we have a good 
geographical spread, including the 
devolved nations.

Table A1: Index variables, geographical areas and weights

Category Measure Geography Weight 

Jobs Unemployment rate LA/TTWA 16% 

Health % of economically inactive  
long term sick 

LA 13% 

Income GDHI per head NUTS3 12% 

Skills Share of population, aged 18-24 
& 25-64, with NVQ 3+ 

LA 12% 

Work-life balance % in employment working more 
than 45 hrs per week 

LA 9% 

Housing Housing price to earnings ratio 
and owner occupation rate 

LA 9% 

Sectoral balance % of GVA from production NUTS3 8% 

Income distribution Ratio of median to mean income LA 8% 

Transport Average commuting time to work LA 7% 

Environment Carbon emissions: gCO2 /£ 
earnings 

LA 6% 

Sources: ONS, DWP

Appendix 1:  
Methodological details

Appendices
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Here we look in more detail at the reasons 
behind the largest movements in the index 
since our 2014 report. Those cities which 
experienced the greatest rise in overall 
score saw their unemployment rates fall 
substantially, as well as improvements 
across a range of other factors such as 
health and work-life balance. 

Appendix 2:  
Major changes in city good growth index scores since our 
2014 report 

The influence of the jobs market is 
expected given its substantial weighting 
in the index, and so those cities which 
did not see employment rises tended to 
experience a fall in their index scores. 

Table A2: Explanations for major changes in city rankings between 2011-13 and 2012-14

UP DOWN

City Score  
change 

Explanation City Score  
change

Explanation

Newcastle  
& Durham 0.14

Large reduction in unemployment,  
as well as reductions in commuting 
time and emissions.

Preston -0.09
Large falls in work-life balance, sector 
balance and transport.

Bradford 0.11 

Largest reduction in unemployment,  
as well as substantial improvements  
in health, transport and income 
distribution.

Belfast -0.06
Large fall in income, with a slight rise 
in unemployment as well.

Cardiff 0.10
Large reduction in unemployment, as 
well as improvements in health and 
work-life balance.

Coventry -0.04
Falls in skills and income distribution, 
with only a small fall in 
unemployment.

Southampton 0.09
Largely driven by unemployment fall,  
as well as improvements in health and 
skills.

Aberdeen -0.04
Falls in income equality combined 
with a slight rise in unemployment.

Plymouth 0.08
Large improvements in both 
unemployment and income.

Milton Keynes 
& Aylesbury -0.04

Falls in health, housing affordability 
and transport.
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