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Summary

Councils must lead in shaping
the local economy to ensure that
the right type of growth is delivered
sustainably.
Councils must be brave in longterm planning and investment in
infrastructure and skills to ensure
that the conditions are right for
businesses to flourish and
residents to live.

Economic context
Harnessing economic growth has been
transformed into the most significant
function for councils. Three quarters
of Solace members believe it is the
most critical area to focus on for the
next five years.

growth schemes in infrastructure, housing,
economic development and transport as a
means of reducing the deficit and welfare
dependency, alongside growing
the economy.
Local places are seen as vital to growth.
Government commitments accepted under
Heseltine’s No Stone Unturned report have
acknowledged that economic growth must
be championed by councils to encourage
business, attract investment and increase
production and construction1. The Localism
agenda pursued particularly in early stages
of this parliament pointed towards greater
accountability at a local level. However
with disproportionate spending reductions
imposed on local government, pro-growth
schemes such as infrastructure and skills
investment have not been given the support
they have needed. Realignment of funding
through the Heseltine ‘single pot’ has
effectively disguised further centralisation
of funding allocation; proposed growth
incentive funding streams have merely
backed up where previous funding has

Effective integration is key:
skills must be developed for
local businesses, support must
be granted across sectors and
infrastructure must be invested in
to let businesses see the value
of our local economies.

Local government has demonstrated
prudent economic management and
is acknowledged as the most efficient
of public sectors, delivering the largest
expenditure cuts whilst continuing service
delivery. Despite a growing proportion
of local government resources being
focused on statutory care services,
economic growth remains the most
critical issue for chief executives over
the coming years. With expectations for
council funding to be reduced until the
end of the decade and the rising demand
on welfare services, delivering pro-growth
schemes in this environment must be
effective, targeted and evidence led.
This report stresses the importance of
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1. Heseltine, M. No Stone Unturned: In Pursuit of Growth, BIS, 2012

The localism rhetoric must turn to
reality, giving councils real influence
over local finance to borrow, spend
and earn with greater freedom.

been lost. The reduction in central
government resources allocated to progrowth schemes has meant that councils
have had to look elsewhere for funding,
and given financial and legal restrictions,
the lack of investment has been holding
back the potential for growth. Localist
mechanisms such as business rates
retention and new homes bonus, along with
an increasing reliance on council tax means
that economic growth has a small but
growing impact on council income.
Government now needs to turn the localism
rhetoric into reality. Local government
is best placed to understand needs
of local economies. We are becoming
increasingly sophisticated at working across
administrative and sectoral boundaries
to understand and maximise economic
potential across functional economic
geographies. Central government
needs to agree outcomes with areas
and trust councils to deliver.
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The need and desire for more local flexibility
in economic growth initiatives is highlighted
through the significant variance in schemes
and policies being enacted across the
country in correspondence to the variation
in requirements. The UK remains one of the
most centralised countries in the OECD,
ignoring the fact that the nation is not one
complete economy but a system made up
of local economies, each being shaped by
individual factors, facing differing problems
and thus needing differing solutions.
Priorities differ depending on local
conditions; enacting competitive policies
across the country on a uniform scale does
not do justice to these individualities. As
is well documented, growth has been
varied across the UK; the south continues
to see the highest growth in output and
London is the only region experiencing
growth above the national average.2 Local
economies must be managed by the level of
governance that best understands the areas
complexities and intricacies.

solace.org.uk

With the national economy beginning to
show signs of recovery, juxtaposed with
increasingly severe restrictions on local
government funding, the next few years will
demonstrate the extent to which we can link
economic growth to wider societal gains.
Councils must be ready for the upturn;
investing in pro-growth schemes with
longevity will avoid being left susceptible
to competition when investment becomes
more readily available.
To plan post-recession with positive growth
initiatives today will allow towns and
cities to compete effectively and provide
much needed boosts to employment and
infrastructure today. Successful places
plan for the long term. Constant shifts in
policy and short term planning horizons are
counter-productive in developing longterm, sustainable economic growth.

Councils’ confidence in locally driven
growth schemes and their local economy
is increasing, and there is an expectation
that localities will experience growth in
the next three or four years. They feel their
local economy is currently recovering and
that in three years’ time the local economy
will be stronger. This increasing confidence
has also been reflected in the Q3 2013 FSB
survey which reported the largest increase
in confidence in Small Businesses since
2010, although it should be noted this
receded slightly in the fourth quarter3, and
the CBI survey stating the largest growth in
service sector firm’s confidence since 1999.4
Firms are looking to take on staff rather
than reduce their workforce for the first
time since 2010, demonstrating a greater
confidence to grow. It is vital therefore that
councils are provided with the tools and
freedom needed to deliver this.

2. Regional Gross Value Added,
ONS, 2013
3. FSB Voice of Small Business Index,
Q3 2013, Federation of Small Businesses.
4. Optimistic service sector firms increase
headcount as recovery takes hold,
2013, CBI
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Clear priority, hamstrung delivery
Three quarters of Solace members believe economic growth is the most
critical area to focus on in their local area over the next five years.

Health and social care and housing are
regarded as the second most critical areas.
Leisure and culture on the other hand has
been almost unanimously described as
the least critical area to focus on over the
next five years. There is recognition that
economic growth must act as the means
by which councils are able to continue
service delivery and improve the lives of
their residents. As growth schemes are
increasingly bound to council’s income and
these resources are in turn used to drive the
growth, this is even more apparent.
The role of local authorities in
delivering growth
Councils must go beyond service delivery
and develop their role as shapers of the
local economy. As experts of each locality,
councils are uniquely situated to perform
a convenor role between Whitehall, local
government partners and the private
sector. They possess the democratic
legitimacy and the longevity that is so
vital for securing business support; being
pro-active in shaping places rather than
reacting to external situations is more
important now than ever. Local government

must use this to develop the ‘attractiveness’
of an area through the services and skills
it can offer. And councils can go further to
become vanguards of the economy as a
whole; workforce apprenticeship schemes
exemplifying this, and many councils
are now choosing to pay a living wage.
Leadership of councils should execute the
role of the advocate, hub, facilitator and
supporter of all aspects of the development
of the community.
Local authorities should be visibly proactive
in driving growth and should make
economic growth a priority, as supported
by two thirds of chief executives and senior
managers. The remaining third feel local
authorities should be indirectly driving
growth through partnerships with the
private sector and Solace members are
unanimously against making cuts in the
short term even if growth is to be focused
on in the future. Members clearly see the
importance of planning for the future;
having the infrastructure and skills in place
to attract business when this becomes
more available, rather than attempting to
make small scale gains through reducing
spend on vital public services. The role of

Local Enterprise Partnerships

local authorities is central to the success
of economic growth schemes and that it is
most effective when there is a mixture of
private and public sector involvement.

Local Enterprise Partnerships (LEPs) were
established in 2010 with the aim of creating
partnerships between and among local
authorities and businesses to develop

Which of the following will be most critical
to your local area over the next 5 years?
Solace member survey, Q4 2013

Economic growth
& regeneration

Health & social care

Education

Other children’s
services

Housing

Environment

Leisure & culture
0%
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local areas. With the rapid disbandment
of the forerunning Regional Development
Agencies, LEPs were part of a promise to
foster economic growth in all parts of the
country through shifting power to local
businesses and communities. LEPs are
of a variety of sizes with the aim of fitting
functional economic areas, with varying
degrees of private-public representation on
their boards.
There has been a varied reaction to
LEPs, with no clear consensus on their
effectiveness. 44% of chief executives and
senior managers think that LEPs have been
ineffective in promoting economic growth
in their local area over the last three years.
16% are undecided, with the remaining
40% feeling LEPs have been effective. The
argument can be made on the one hand
that LEPs are still in their infancy, and given
time will represent themselves as effective
bodies to encourage private-public
partnership and develop joint strategy
across the area. Where the LEP follows
existing partnership boundaries, such as
for Association of Greater Manchester
Authorities (AGMA), successes have been
more profound, and no doubt this situation
represents a proportion of councils in
support of LEPs. However, it is also true

solace.org.uk

that LEPs must be effective in such a
critical economic period, and this failure
over the previous two and a half years has
represented a lost opportunity for growth.
With PwC estimating that the structure they
replaced was increasing regional GVA by
£4.50 for every £1 spent, the lack of success
in LEPs is particularly problematic.5
When ordered geographically, more
definitive views from chief executives
and senior managers can be seen, with
92% of authorities under the London LEP
finding it ineffective. Two thirds of South
West councils and 63% of East Midlands
councils have found their respective LEPs
ineffective in promoting economic growth.
This contrasts with 79% of West Midlands
authorities who feel LEPs have been
effective in promoting economic growth.
The biggest issues for LEPs are a lack
of funding and LEP boundaries not
representing a functional economic
area (FEA). Of the recommendations
by Heseltine, none of the £250,000 new
funding for each LEP has been seen, and
just 4% of total growth spending has been
agreed, and will not be seen until 2015-16.
Overlapping, oversized and out of place
LEP areas have resulted in delays and

wasted opportunities for collaboration
local growth agendas. It must be noted that
some areas have been supportive of the
role of their LEP, where the board has been
effective and the area fits with the function.
Other commentators have experienced
them as insignificant and ineffective.
27% of chief executives and senior
managers are either very confident or
confident in the ability for their local LEP to
promote economic growth in the future. A
larger number of 38% are slightly confident
that it will be effective whilst a final 25%
have no confidence whatsoever. This
demonstrates again a very mixed result
in effectiveness of LEPs, but represents a
more optimistic picture than that of the
current performance of the LEPs.
LEPs have been most effective in
establishing the visions and priorities in
their area. Of equal effectiveness has been
their engagement with business and the
creation of strong and constructive privatepublic partnerships. Where the LEP board
has been effective in recruiting a broad
spread of members from private, third
sector and public organisations, the LEP
has had more impetus. Inadequate private
sector input has presented LEPs with the

5. Impact of RDA Spending: National Report, PwC, 2009

Over the last three years,
has your Local Enterprise
Partnership (LEP) been effective
in promoting economic growth?
Solace member survey, Q4 2013
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appearance of a ‘talking shop’ for the public
sector, and the business engagement is lost.
Members believe that LEPs have the
potential for greater impact through
encouraging more inward investment,
with six out of ten Solace members stating
this. There is desire and scope for inward
investment through access to export
markets. Also of importance is the need to
support private sector-led infrastructure
development (55%). It seems that the overall
picture points towards a desire for greater
private sector investment and greater
integration with private sector to work
together to promote growth.

LEPs have therefore had varied impact;
some areas claiming success and other very
little involvement, reflecting the degree of
funding the LEP has been able to access.
LEPs seem most effective in developing
strategy across authority boundaries, and
areas with funding have also been effective
in processing infrastructure initiatives.
Those areas not able to secure additional
funding have seen very little benefit from
their LEP. This reinforces the idea of winners

and losers, with the areas granted funding
being able to expand whilst those without
are left behind. Indeed it is often outside of
councils control as to whether they receive
performance related income through
incentives. Furthermore, the insignificance
of resources provided to LEPs has restricted
development, and larger scale inter-county
(often infrastructure) schemes that would
naturally suit a structure of the LEP’s size
have not been forthcoming.

Solace members believe that the biggest
barrier that LEPs face in promoting
growth is a lack of funding from central
government. The second most significant
barrier that LEPs face is the discrepancy
between functional economic areas and LEP
boundaries. Interestingly, Solace members
have responded that supporting private
sector-led infrastructure investment is an
important area for greater impact, but a lack
of private sector involvement is not seen as
a significant barrier to LEPs growth. This may
indicate that there is currently involvement
in with private sector bodies, but the
success of outcomes has been limited to
date. Similarly, Solace members do not feel
that unequal representation on the LEP
board is a significant barrier to growth.

solace.org.uk
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Confidence in national and local
economic growth schemes
Local growth schemes delivered at a local
level are more effective than schemes
delivered at a national level. 70% of chief
executives and senior managers believe
that local schemes are either effective or
very effective compared to 27% feeling
that national schemes have been effective
or very effective. There is a lack of
confidence in national schemes, especially
from the 32% who feel that national
schemes are very ineffective or ineffective.
Legislative power
It is generally agreed that councils have
sufficient legislative powers to effectively
promote economic growth within their
local area. However, the power over the
commissioning of schemes may be of
greater importance, given the designation
of funding across local government.
Greater legislative powers over the
retention of tax receipts would provide vital
control over the promotion of economic
growth. Whilst in theory councils have
the legislative power to run local work
programmes, for example, due to the
commission role of local government and
the funding that goes with it, these schemes
are not always possible.
It is widely regarded that there are excessive
levels of regulation and red tape preventing
councils from being fully ‘open to business’.
Councils need the freedom to decide

solace.org.uk

what level of regulation is appropriate,
based on local environmental, health and
planning provision. Law-abiding businesses
should not have to duplicate regulations
and inspections, and councils are best
placed to decide to what extent this can
be addressed. The excess of restrictions
also applies to councils, with 64% of Solace
members stating that greater freedom for
infrastructure development would allow
for local economic growth. Local planning
laws are critical to attracting and securing
businesses to relocate and expand, and
as will be discussed, the cap on housing
borrowing has prevented councils from
building to the required degree; the social
and economic implications of this are vast.
Localising growth objectives
Local variants in economic growth priorities
make for national conclusions based on
individual accounts problematic. This
inherently points towards greater local
freedom over economic growth schemes
to allow for these differences to be worked
with at a more suitable level. Implementing
national policies without caveats for
local differences is illogical and creates
disconnection for councils, who as a result
feel that government policies are incoherent
to their needs. This is compounded due
to competitive funding schemes such as
pay-by-results New Homes Bonus being
top sliced from all council budgets to
then benefit the often growing areas in
need of housing and the 50% retention of
business rates again being top-sliced and

benefiting areas with existing successful
business services. Some councils have also
stated that the localism agenda has raised
expectations for what residents want from
their councils, which can often be used to
stimulate opposition to growth schemes
when growth is synonymous to some with
congestion and over-development. By
allowing for locally driven solutions with real
benefits being felt by the local population a
new contract with communities can allow for
local demands to be met. Council leaders
in Wigan and Manchester have pursued
schemes to provide jobs for local people;
and other schemes which demonstrate
the local benefit to growth. Where this
is the case, councils have seen limited
dissatisfaction with councils’ development.
Furthermore, the developing of boundaries
in approaches between rural and urban
areas based on broadly abstract criteria
further polarises inequalities in growth
approaches between different places. In
reality there is evidence of increasingly
blurred boundaries between rural and
urban areas, with individual homogeneity
fading. Placing behaviours or organizational
forms along a rural-urban continuum or
drawing sharp rural-urban distinctions is
increasingly problematic and serves to
merely polarise the debate. Freedoms and
flexibilities should be based on capacity and
ability to deliver pro-growth schemes rather
than often inconsequential boundaries
between urban and rural.
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Integration, incentives and improving connections
It is vital to create the conditions businesses of all sizes want, in terms of infrastructure, skills and finance.
Providing the conditions for growth is a prerequisite to engaging with business for investment, and priorities
should therefore be aligned accordingly. Skilled workers and effective infrastructure will do more to encourage
business than artificial incentives in providing the conditions for secure and long term growth.
Councils must fully acknowledge and
utilise the ‘informal power’ they hold
over economic growth decisions in their
area. Whilst there are sections of policy
where members have stated that they
could benefit further with more legislative
power, namely greater retention of local
tax receipts and more control of national
skills and education programmes, there
are large areas whereby councils possess
significant influence on future economic
programs. Local government must use the
democratic legitimacy and local insight that
it has developed to persuade businesses
and communities the best ways of working
to allow the local area to grow.

this should not be used instead of providing
for what businesses of all sizes need.
Indeed as banks exhibit signs of recovery,
they should be encouraged to support the
vital SME sector. However, small businesses
are demonstrating a lack of trust in the
finance sector with a decreasing proportion
applying for bank credit.6 Three quarters
of SMEs in Germany however are funded
through local public German banks7 ,and
international examples point towards
stakeholder banks boosting regional
growth and proving greater national
financial security.8

often also be relevant to SMEs. In this
instance the LEP needs to be effective
in merging the interests of both of these
objectives, such as through effective skills
and infrastructure integration.
Incentivising growth
Since 2010 there has been an increase
in the incentivising of growth for local
authorities, providing benefits to those
authorities delivering growth – whether
through building and refurbishing homes or
attracting new businesses. This represents
the increasing separation between wider
economic gains and benefits to the local
councils. The need to incentivise these
schemes demonstrates the extent to which
councils do not feel the benefits from their
own pro-growth measures, and further
exhibits a lack of trust in councils to do
what they feel is right and good for the
economy rather than what will earn them
(often minimal) financial gains. Whilst it is
true that through Community Infrastructure

Deprived regions are lacking the
opportunity for growth due to an increasing
lack of funding, which will result and is
resulting in a spiral of decline. Competition
in the ‘incentive’ program creates winners
and losers, and exacerbates inequalities
between regions. Whilst tax incentives from
SMEs can be effective in initiating business,

The ‘business appeal’ or ‘attractiveness’
of an area has been frequently cited as
a vital driver to investment; developing
on the unique strengths of the local area
can increase the competitive advantage.
Whilst it is seen that lower-tier authorities
are most effective when focusing on
creating the situations for SMEs, rather than
international businesses, the conditions
desired by international businesses will

solace.org.uk

6. FSB Voice of Small Business Index, Q4 2013, Federation of Small Businesses, 2013
7. Street Cred, Clark, S., 2012
8. Cooperative banks: International evidence, NEF, 2014

Levies the benefits of developments are
more likely to be felt by the local people,
there is need to go further to provide the
financial autonomy through structures such
as a local treasury. Local authorities are
engaging in pro-growth schemes as part of
their place-shaping role, but a number of
councils don’t feel there is significant direct
benefit from pro-growth schemes, and feel
less inclined to engage in them. With local
government’s track record for excellent
financial management, having the control
of local service expenditure would allow for
money to be directed to where local areas,
rather than central government, feel would
be most effective unlocking potential
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growth. Establishing a level of decisionmaking that allows each place to act as its
own local treasury, managing local tax and
expenditure would allow for local priorities
to be met and growth to be driven for the
benefit of local people.
Incentive schemes such as the New Homes
Bonus (NHB) and business rates retention
have had very little effect. Many areas have
stated that NHB is now of an insignificant
amount and does not provide the
financial rewards until too far in the future.
Furthermore, given the 80/20 split on NHB
for two tier authorities, there really is very
nominal reasoning to utilising the scheme
in some areas. Business rates retention
has also had a very mixed response;
in some areas it is a consideration,
whereas others see it as having no impact
whatsoever. Some councils have seen
a negative impact due to some areas
benefiting at the expense of others as no
new funding becomes available. Indeed
given that business rates are consistent
with the government reduction plan,
whereby total external income to local
authorities is expected to fall by 40%, the
retention has often served to increase
risk and uncertainty, and almost serve as
a disincentive to growth. According to an
LGA study, just 29% of councils believe
business rates retention would provide
sufficient incentive to promote growth.9
Local authorities feel they put forward
significant financial risk but experience
little of the benefit. Incentives are minimal
and ineffective and economic benefits are

solace.org.uk

often felt at a national level. Whilst it is true
some areas are managing this by focusing
growth on ‘local jobs for local people’, thus
receiving indirect benefits through reduced
unemployment, wider national economic
growth benefits do not match up to the
investment put forward by authorities. The
incentivising intentions have been diluted
by inefficiencies in the delivery and a series
of failures to take into account wider factors
such as NHB and the cost of appeals. This
has created a situation whereby prosperous
authorities are not able to fully harness the
benefits from their growth whilst authorities
with little or no business growth will
disproportionately suffer.10 The ‘Earn Back’
scheme that has been pioneered in Greater
Manchester and included in the City Deal
provides a good example of a scheme that
is beginning to reward local areas for the
growth they are creating. It must be argued
however that this still provides limited
incentives in the scheme of wider economic
benefits.

to be democratic leaders of place to
provide a focal point to where services can
collaborate and integrate. These represent
the discussion required about the capability
of those in local government to effectively
lead economic growth in their area, as
well as the skill set in local government
more generally. There needs to be strong
and ambitious community leadership,
supported fairly from national government
to shape the local agenda and ensure
that the themes that are important for the
residents are represented. In this there is
particular scope to provide local leadership
of skills and jobs initiatives through
effective employer-led programmes to
ensure that the local economy is treated
with the necessary regard.12 Leaders need
to ensure that they utilise the ‘informal
power’ they hold over communities and
regions to allow local variations and
priorities to be acknowledged.

Leadership of place and economy

The smooth and transparent relationship
between local and central government is
vital in maintaining the level of financial
security, electoral consent and ability
to successfully exercise given powers. A
lack of coherence and over-bureaucratic
central intervention is causing delays to
the processing of schemes and funding
streams; both ‘waves’ of city deals have
been an example of this. However there
is also a case to be made for areas to
move ahead regardless of affirmation
from central government. If it is seen as
an effective policy direction to pursue it

More now than ever, councils must lead
effectively on economic growth to allow
for the needs of local people to be at the
forefront of decision making. Strong and
dedicated leadership is invaluable when
fronting pro-growth schemes, parallels of
which can be draw from Solace’s report
‘Asking the right questions’ which
reinforces a place-based leadership.11 This
has been supported in a previous Solace
policy report on Health and Social care
and Education, with the call for councils

9. Business Rates Retention: The story so
far. LGA, 2014
10. Ibid.
11. Asking the right questions,
Solace, 2013
12. Rewiring public services, LGA, 2013

Central Connections
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should be followed regardless. Separately,
discontinuity in government policy on wider
financing issues has meant that councils
have found it more difficult to plan. This has
had the effect of further limiting the impact
that pro-growth schemes can have in local
areas, as well as a myriad of financial issues.
As incentive schemes such as business
rates retention have seen, often the cost of
appeals and level of volatility in amount to
be gathered negates any potential growth
benefits.

communities can’t then benefit from fresh
pro-growth schemes in their local area.
Integrating priorities

This being said, a lack of ambition from
local authorities has also been cited by
Solace members as a reason for a lack of
growth, with funding and legislative power
often being in place. This is often inhibited
by a lack of coherent policy from central
government, but is also a result of a lack
of drive and innovation. If legislation is in
place, good policies should be followed
through regardless of national factors. It
is at this stage that local authorities must
pursue initiatives that are effective for
their local area, and not overemphasise
the importance of reporting up to central
government. Where policies are truly
effective, and legislation and funding is
in place, there is little excuse as to why

There needs to be both lateral and vertical
integration to ensure that local areas
are supported by central departments
and work together at a sub-regional and
regional level where appropriate to meet
shared objectives. There may be debate
on the format this assimilation takes, but
essentially the effectiveness of this and
the level of integration will determine
the extent to which local areas can affect
the level of change in their area. Vital to
this is the development of a ‘sectoral’
approach, integrating the priorities and
requirements from multiple organisations
within a sector. By first identifying key
sectors with the local area, then bringing
representative organisations together to
pool requirements for infrastructure and
skills, greater efficiency and productivity
can be obtained. This integration should be
seen laterally across businesses and council
support, and vertically through supply
chains. Suffolk and Norfolk, for example,
have identified the importance of the
energy industry, and have thus engaged in

solace.org.uk

13. When the Salami’s gone, Solace, 2013

excellence centres for offshore renewables
(OrbisEnergy) and employer-led skills
programmes to develop employees for
the sector. This will lead greater access
to joint markets and export facilities, thus
demonstrating the infrastructure and skills
these industries require.
Similarly, procurement can go a long way in
allowing councils to achieve more through
collaboration. Solace’s recent report ‘When
the Salami’s gone’ provides the latest on
making commissioning and sourcing work,
arguing that the Salami-slicing of budgets is
no longer enough.13 Councils must continue
to reinvent not just the way services are
delivered, but the role of local government
and its relationships with its citizens.
Research and development is vital to the
longevity of an area’s growth, to provide
sustainable development that will futureproof areas to international competition for
years to come. Public sector intervention
in R&D can create clusters development
work with the expectation that the
sector will provide support in the longer
term. This type of investment has broad
reaching benefits, from skills development,
particularly high-skill employment to

growing the struggling SME start-up
sector. Integrating this with council skills
programmes and local infrastructure
to attract businesses will allow for the
growth to be felt by local people through
employment and facilities, and will develop
supply chains for wider regional and
national benefit.
Binding economic growth with public
service reform has been adopted by
councils as a way of promoting growth
and reducing public expenditure
simultaneously. This also ensures a social
element for the outcomes of growth;
reducing unemployment, reducing in-work
welfare and increasing the quality and
supply of housing.
Given Government targets to eliminate
the deficit by 2017-18, funding reductions
can be managed by reducing reliance on
the state to make up the shortfall. This can
be effective in realising the priorities for
economic growth and directing it to the
most effective areas, allowing for social
problems to be linked to both growth and a
reduction in dependence.

10
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Longevity through skills
Improving labour market skills is seen as both a vital driver and outcome for economic growth. 61 per cent of
chief executives and senior managers state that devolution of responsibility and resources around skills would
create a more effective system, whilst improving skills is the second most important outcome of economic
growth to a local economy.
Which kinds of economic growth schemes do you think will be the
most important to invest in over the next 3-4 years? (Top 3)

There is still very little devolution of skills
development funding, with only a very
small number of areas gaining slight
benefits from city deals.15 Of the £17bn
Heseltine outlined for the local growth
fund, just £850m has been agreed and
less still delivered. EU structural funds are
however to be available on a competitive
basis for LEPs to access. City Deals have
also been used to develop skills strategies,
and all accepted Deals have incorporated
a degree of localised skills provision in
their plan. Enterprise zones have also
been targeted as developing skills to
promote employment, but targets for this
has been downgraded following poor
performance to date. Due to the national
work programme failing to get the target

number of applicants into work, councils
have begun to lose confidence and develop
local delivery programmes; Essex County
Council has set up ‘Skills for Economic
Growth’ to provide training for local
businesses. Even by their own predictions,
DWP had expected that two thirds of
those passing through the national work
programme would remain unemployed
and the reality was worse. London
Councils research has found that locallyled employment schemes are up to seven
times more effective than the national
scheme.16 Councils must develop greater
links between employment and economic
growth policies to encourage business
growth and increase GDP/GVA whilst
reducing the number of un/underemployed
residents to create a more financially stable
economy. Developing the skills within the
council workforce to engage effectively
with developers and other infrastructure
providers is a vital part of this to ensure
that councils can get the best possible
outcomes from developments.

solace.org.uk

14. Cities, growth and poverty: A review of the evidence, JRF, 2014
15. Funding and structures for local economic growth, NAO, 2013
16. Getting London Working, London Councils, 2013
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Furthermore, with recent evidence pointing
towards employment being the most (and
often only) effective way to lift people out
of poverty, a skills market to support this is
of vital importance at a time of increasing
inequalities.14
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With improving skills being the second
most important outcome of economic
growth in a local area (after increasing
overall GDP/GVA) – the perceived socioeconomic benefit for skills development
can be seen. Councils have invested in
‘skills’ with the aim of promoting economic
growth over the last five years, and see
it as the most important area to invest
in over the coming five, followed closely
by infrastructure investment. Due to
the delayed returns in skills investment,
compared to infrastructure investment,
there are fewer natural incentives in the
skills agenda. The incentive can add
security to the skills programmes in getting
them off the ground in the early stages, and
when compared to the inherent benefit of
an infrastructure scheme, demonstrates the
need to encourage the initial investment.
The time lag and relative uncertainty of
skills and training warrants incentives
to encourage councils to take the risk.
Furthermore, the fluidity of the UK labour
market means skills are often benefited in
different places. There needs to be greater
flexibility to allow councils to develop skills
programmes they need for the local area,
based on future employers, current skill
levels and workforce movements.
Greater integration with skills and the
economy will allow for councils to work
with colleges and schools to develop what
the area needs. This has been seen most
effectively through councils supporting
apprenticeship schemes for school leavers
in an attempt to develop the skills needed

solace.org.uk

for the local economy. Councils across
the country have been running schemes
for several years; with some London
boroughs have documented particular
success. Research has highlighted the
benefit of having the skills support at a
local level where councils have the greatest
understanding of the labour market and
local businesses.17 To this end, councils
must take responsibility for creating
apprenticeships schemes that are effective
in training people into employment.
Integration and flexibility are both key to
ensuring that local areas can benefit from
skills development in their area, and can be
effective in providing transferrable skills to
the future workforce. It is therefore vital that
going forward the relationship between
educational institutions at all levels and
local economies is brought out through
council engagement in these areas.

17. Getting London Working, London
Councils, 2013.
18. Making an Early Intervention Business
Case, Early Intervention Foundation, 2013

Early intervention is vital to ensuring
that young people passing through the
education system are equipped with the
skills needed to compete in the current
competitive jobs market. Having a coherent
age 5-25 policy, where the end result of
readiness for employment is kept in mind,
is widely regarded as effective. The Early
Intervention Foundation have outlined
the business case for early intervention
at any pre-25 stage, pointing towards the
economic benefit of £3 for every £1 spent to
be later accrued, as well as social benefit.18
This is a clear incentive for adopting this
scheme, and for spending now to see the
benefits long into the future.
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Building growth
Poor infrastructure and a lack of coherent policy from the Government are the most significant barriers to growth
in the local economy. Further dissatisfaction with central Government decision making is shown with the inability
to make quick decisions being seen also as a significant barrier to growth.

Overall it seems that poor decision-making
and incoherence from government,
coupled with poor infrastructure, has had
the biggest impact on limiting economic
growth. However it is vital to take a holistic
approach in integrating infrastructure
development with other sections of growth;
bringing together housing, regeneration
and transport with skills and broader
societal benefits.

such large scales is not viable and areas
are suffering from lost growth as a result.
LEPs, as the representative structure in
place to enable such schemes, has to date
been unsuccessful in doing so. In many
cases small scale projects cannot serve
to alleviate the restrictions to growth felt
from a lack of effective and purpose-built
infrastructure.

Funding for large scale transport
improvements both providing regional
interconnectivity and national connectivity
is seen as a priority to many councils
and one of a limited number of methods
used to attract large-scale investment
to areas outside London. Being able
to engage in schemes to link locations
within a functional economic area is vital
not only to improving conditions for
businesses, but also in stimulating the
local economy. However, current financial
arrangements have meant that funding on

Broadband investment has seen great
benefits for rural and isolated communities.
The support it provides for the SME
sector and for greater efficiencies for rural
economies sees investment here as a big
draw for business relocation. In rebalancing
the rural/urban economic divide, superfast
broadband investment is a critical element
of local infrastructure, allowing businesses
to innovate and expand into different
markets. Planning for and management
of these resources lie outside the powers
of local authorities and they operate to
national rather than local regulators. There
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19. The New Homes Bonus, NAO, 2013

needs to be a sensible dialogue with
government over how they will use their
powers over these industries to support our
local growth aspirations.
Whilst housing construction is seen as
beneficial by most authorities due to wider
social and economic benefits, access to
funding and private sector willingness
to invest has allowed this vital section of
the market to all but stagnate. Financial
reductions of between 10-40% for these
such schemes has induced a lack of house
building to threaten peace-time records.
The NHB, as discussed, has had minimal
effect on house-building due to an often
insignificant amount being provided in six
years’ time. As outlined in the recent NAO
report, there is little evidence that NHB has
increased planning applications, with most
of the take-up occurring before the scheme
began.19 Just 115,000 houses were built in
2012, compared to government estimates
of 231,000 homes needed.
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Councils would benefit from the removal of
the cap of borrowing currently in place for
housing projects. It has been estimated that
councils could build up to 60,000 additional
homes in five years should this cap be
removed.20 The wider benefits of house
building are well-discussed, and estimates
suggest around £20bn could be unlocked
in wider economic growth should this level
of house building be allowed to go ahead.
Increasing infrastructure provision is the
most effective method of promoting
economic growth in the local area. Similarly
a lack of infrastructure is seen as the
greatest barrier to growth, with the clear
message emerging that such minimal
development has been damaging, and that
future growth in this area is vital. A lack of
skills is seen as both a current barrier and
an area required for future development.
Infrastructure and skills are the two most
important areas for investment with 73%
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and 74% of chief executives and senior
managers stating this. This exemplifies the
necessity for infrastructure development
to be fully integrated with development
in wider economic, social and labour
developments. Improved skills in a local
area can allow for councils to take full
advantage of any infrastructure and
business development in their local area.
Using reserves to meet initial funding
shortfalls is being undertaken by councils,
and is seen as an effective way to supply
up-front investment for growth projects.
This is clearly not a policy able to be
followed across the UK, with individual
authority’s financial situation dictating the
feasibility of this. Where reserves
are available, investing in pro-growth
schemes such as infrastructure has been
proven to be effective across the country
where private or central government
investment is lacking.

However, such an approach can present
significant risk particularly given that
the current incentives in place make a
return of a local authority’s investment
unlikely. Furthermore, this is seen as an
act of confidence and has opened the
way for future private sector investment.
Where areas have effective pro-growth
schemes planned, using reserves should
not be ruled out as possible sources of
funding. However, when using reserves, it is
important for local authorities to remember
using them to smooth out cuts would often
result in them being quickly expended,
and clearly reserves can only be used
once. With the development of alternative
funding sources such as local and green
investment banks, municipal bond and
social impact bonds providing access to
capital, effective pro-growth schemes
should be given the chance to develop
local places.

20. Rewiring Public Services:
Economic Growth, LGA, 2013
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Conclusion
Promoting economic growth is
seen as the most important role
for councils over the coming
years. Councils are situated in a
unique position to perform this,
with an in-depth understanding of
local markets and the democratic
accountability to pursue the best
course of action.
The report has detailed individual
changes that councils need to
see, but fundamentally it has
demonstrated how councils must
be given the lead in shaping the
local economy to ensure that the
right type of growth is delivered
sustainably.
Councils must be brave in longterm planning and investment in
infrastructure and skills to ensure
that the conditions are right for
businesses to flourish and residents
to live. Integration across markets
and sectors will bring real benefit to
the local economy and its residents;
joining up skills, infrastructure
and governance.

solace.org.uk

Recommendations
1. Councils must perform the lead role in
shaping local places, being proactive
and taking advantage of the unique
understanding of local economies.
Whilst accepting valuable contributions
from LEPs and central government, there
must be a focus on local government
spearheading local growth.
2. Councils must be granted greater
freedom of borrowing to invest
particularly in infrastructure; this is
seen as the area most able to provide
economic growth for localities in the
short term and for the future. Alternative
sources of funding such as local/green
investment banks must be considered.
3. Central government must give councils
greater control over the finances of tax
and spend through the development
of local treasuries. Local places have
proven competent and effective financial
management, and must be trusted to
deliver what is best for the local people.
4. Central government should proceed
at pace to clarify the geographical
discrepancies between LEP boundaries
and functional economic areas (FEAs);
this is widely seen as one of the greatest
barriers to LEPs facilitating growth.

5. The skills within local government
must reflect the complexity and
importance of the role it must take.
There must be access, understanding
and the opportunity to develop the local
economy.
6. Greater integration between skills
providers and councils in invigorating
locally-driven skills services, supported
where necessary by incentive schemes.
Alongside this should be the
re-iteration and promotion of the
benefits of encouraging skills and
education intervention at the earliest
possible opportunity.
7. Pro-growth initiatives must continue to
be invested in despite obvious financial
restrictions to ensure that international
competitively is maintained throughout
the recession. Whilst the economy
is not strong enough to fund large
programs, central funding must ensure
councils don’t lose out to international
competitors. This must be a priority
for government through recession and
post-recession economies to ensure
that the UK experiences truly balanced
growth.

reform to simultaneously reduce welfare
costs and boost local growth.
9. The informal power that local
government possesses must be
acknowledged and fully utilise it to
impact on economic growth in their
area through prudent risk-taking and
confidence in local schemes. Reporting
upwards to Whitehall and Westminster
is overemphasised and needs to be
re-balanced by agreement of local
outcomes.
10. Skills and education provision must be
linked with the local economy taking
into account local trends. Councils must
be given the ability to govern their skills
and education agenda as the body
which best understands the local labour
market.
11. Councils must ensure integration
between internal departments in the
development of pro-growth schemes,
to see the benefits and input organised
between transport, skills, regeneration,
development and wider societal
benefits.

8. Councils and government alike must
pursue a dual approach to integrate
economic growth with public sector
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