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EXECUTIVE SUMMARY: Is the government on
track to boost UK growth by closing regional di-

vides?

Labour’s 2024 General Election manifesto claimed the UK’s stagnant rate of economic growth
over nearly two decades came from the “inability to accept that a strong economy can only be
built on the contribution of every community and every person”. The UK is, it argued, “too

centralised” with the economic potential of regions and communities “ignored.”

The public were promised a “devolution revolution” to drive growth, with “deeper and
wider” sub-regional governance reform in England (more, stronger mayors); an ambitious
public investment plan, with a ten-year infrastructure strategy and national industrial strategy
and regional development priorities; and a new National Wealth Fund investing in business

as the government raised investment in the public sector.

Two years on from the 2024 General Election, after two Budgets, one Spending Review and a
full parliamentary session — not to mention a radically altered international environment fol-
lowing the re-election of Donald Trump and resurgent global uncertainty - we take stock of
whether the Starmer government has so far delivered on this stated ambition. Our overall
assessment is that the government is currently at risk of squandering the best opportunity in

a generation to address the UK’s persistent regional inequalities.

But a change in approach is imminent. Two years on from the 2024 General Election, the de-
volution agenda and regional growth is at the centre of Andy Burnham’s platform to be the
next Prime Minister. Will his "No 10 in the North" finally give rebalancing Britain the political
support from the top it has long needed, or will it repeat the old story of bold devolution
rhetoric outrunning Whitehall delivery? Having assessed the performance of the Starmer
Government against the ten recommendations we made in 2024, we then look at what a new
Burnham administration should do to diagnose and turnaround Britain’s sluggish economic

growth and regional divides.

Page 4 of 87



Context: a historic opportunity for economic renewal

Our judgements are rooted in our research over the last four years into the causes of low

productivity in the UK’s lagging nations and regions (set out in Chapter 2 of this report).

Our first paper looked at the economics of regional productivity in Britain.! We found that the
national productivity problem — the underlying source of weak long-term growth — went hand
in hand with a persistent regional productivity problem. By the late 2010s, the UK faced re-
gional divides larger than those between east and west Germany and north and south Italy.
Our proposals, devised to overcome the binding constraints to growth we identified, were
aimed at boosting regional, and hence national, productivity. We recommended, alongside
dynamic and competitive markets: updating UK-wide infrastructure and housing, plugging

scientific and technical skills gaps, and funding university- and innovation-led growth.

We said that closing that gap would require significant investment — the National Infrastruc-
ture Commission (NIC) estimated a cost of some £200bn over twenty years for transport up-
grades alone outside of London.2 But bringing the UK’s non-London cities up to the standard
of their West European peers would add fully £70bn to annual output, bringing into the Ex-

chequer the equivalent of 2p extra on the basic income tax rate.?

In our second paper, looking at the history of regional policymaking in the UK since 1979, we
spoke on the record to 95 senior policymakers including those who were integral to New La-
bour’s early regional policy and the Conservatives who both came before 1997 and then took
this agenda on after 2010 — three former Prime Ministers, seven former Chancellors, and a host
of local government, Whitehall, business and political leaders.* They stressed the importance
of clear political direction from the Prime Minister, the Chancellor and the Treasury, policy

stability (given a tradition of tearing up inherited institutions with a change of government,

1Stansbury, A., Turner, D. and Balls, E. (2023), “Tackling the UK’s regional economic inequality: binding
constraints and avenues for policy intervention’, Contemporary Social Science; working paper version
M-RCBG Associate Working Paper No. 198, Harvard Kennedy School.

2 National Infrastructure Commission, Second National Infrastructure Assessment, 2023. Accessible
% Based on OECD estimates of the potential gains of raising Core Cities” productivity levels (OECD
(2020), Enhancing Productivity in UK Core Cities: Connecting Local and Regional Growth, OECD Ur-
ban Policy Reviews) and separate OECD estimates of the UK’s low agglomeration elasticities (Ozgiizel,
C. (2020), ‘Agglomeration Economies in Great Britain’, OECD Regional Development Working Papers),
using 2023 data and in 2025 cash terms.

4 Turner, D., Weinberg, N., Elsden, E. and Balls, E. (2023), “‘Why hasn’t UK regional policy worked? The
views of leading practitioners’, M-RCBG Associate Working Paper No. 216, Harvard Kennedy School.
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and the recent success of the Combined Authority model in driving local growth); resisting
the early temptation to rely on centralised approaches; taking an ambitious approach early on
to devolution, so that any new settlement could deliver by the end of a parliament. Above all,
they stressed that a lasting settlement depends on building a cross-party consensus durable

enough to survive a change of government. As Sir Tony Blair put it:

“For [regional rebalancing] to work, you need a coherent policy pursued over probably a 15- to
20-year period in order for the thing to have a result. That’s why if you can take it out of, as it

were, ‘small” politics and put it into ‘big” politics, it would be very valuable”.
This view was confirmed by Sir John Major:

"If it [English devolution] is right - as I believe it to be - and if it is going to have to continue
through changes of government - which 1'm sure it will do — then it would be in the national
interest now for the three main political parties to come together and agree long term objectives

to minimise those changes in policy.”

On the basis of our findings on the economics and the history we wrote a third paper in 2024,
four months before the General Election, setting out our ten policy conclusions for what the

new government needed to do (summarised in Annex A).5

Regional growth under Starmer: our stocktake

In this paper, the fourth in the series, we conduct a systematic review of what the government
has done so far, its policy announcements, legislation, and budgetary allocations. Together,
they allow us to present our stocktake on regional growth — summarised below with a red-
amber-green evaluation of the government’s progress; and set out in detail in Chapter 3. This
paper sets out where the government is off-track, going slowly, or on track; and our reasons

for reaching those conclusions.

Our overall assessment is that the government is at risk of squandering the best opportunity
in a generation to address the UK’s persistent regional inequalities. In some areas, the govern-
ment improved on its predecessors — most notably in the areas directly under MHCLG and

the former Secretary of State Angela Rayner and carried on by her successor, Steve Reed — by

5 Weinberg, N., Turner, D., Stansbury, A., Elsden, E. and Balls, E. (2024), ‘A Growth Policy to Close
Britain’s Regional Divides: What Needs to be Done’, M-RCBG Associate Working Paper No. 225, Har-
vard Kennedy School.
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consolidating and building on working regional institutions. Over the last year, Treasury am-
bition around and support for devolution has risen, notably led by officials at the Darlington
Economic Campus. But overall progress has been held back by a lack of strong political lead-
ership from both the Prime Minister and the Chancellor at the centre, mixed signals from else-
where in Whitehall, lack of a clear and coherent growth plan around which to coordinate, and
delays in allocating funding (even if an early timidity has given way to bolder statements of

intent over recent months).

Importantly, this government did resist the temptation to tear up the regional architecture it
inherited — and this break with the chop-and-change pattern since the 1970s is a welcome act
of omission. Instead, in England it chose to build on the Combined Authority and mayoral
model — and Greater Manchester, its economy growing at roughly twice the national rate
(alongside large scale policy reforms such as the creation of the Bee Network and a £1 billion
growth fund), shows what decades of local, growth-focused leadership and institution build-
ing can deliver. The government introduced legislation to expand the footprint of sub-regional
government in England, and is delivering results on the ground: introducing multi-billion
pound integrated settlements for Mayors; expanding the coverage of mayoralties across Eng-
land; expanding the local transport franchising pioneered by Greater Manchester; and forging

new partnerships on health, culture, innovation and youth unemployment.

But the government has proven better at consolidating and incrementally building upon de-
volved institutions that it inherited than at using them. Neither the Prime Minister nor the
Chancellor has seized this agenda and led from the front as we urged. And Whitehall’s grav-
itational pull persists and Ministers continue to reach for familiar central tools: national tar-
gets, centrally designed missions, and centrally controlled budgets without proper infor-
mation about the regional distribution of spending. The approach, though at times energetic,
is piecemeal and in our view insufficiently transformational; it has been succinctly described

as ‘hyperactive incrementalism’.

Despite some real progress on local government finance, city-region transport settlements and
Northern Powerhouse Rail, institutional reform hasn’t yet been matched either by large-scale
investment in the drivers of regional growth or redistribution of resources. Headline capital

spending is high by historical standards (up £120bn against inherited plans), and city-region

¢ The Productivity Institute, ‘Budget 2025: Hyperactive Incrementalism and the Missing Long View’,
November 2025. Accessible here.
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transport investment has almost tripled as HS2 winds down. The majority of that capital uplift
is going towards defence spending and the NHS.

National spending and policy initiatives remain misaligned with the binding constraints fac-
ing regional economic growth. Innovation capital spend is stagnant, housing and local growth
budgets are being squeezed, skills policy remains over-centralised, and spatial coordination
is weak. At £5bn a year, city-region transport funding remains below the ~£10bn a year over
twenty years that the National Infrastructure Commission believes is needed. Science (capital)
spending is effectively flat in real per capita terms over this parliament. Housing and local
growth capital spending outside of affordable housing is being cut in real terms, though plan-
ning reform has been designed to speed up delivery of funded projects. The new Local Growth
Fund spends 60% less per year than the Johnson-era UK Shared Prosperity Fund it replaced,
which in turn was 43% smaller than EU structural funds (though part of this cut is due to an
ambitious neighbourhood-level Pride in Place programme). And skills spending is incremen-

tal and demand-driven, rather than designed to deliver a step-change in human capital.

Changes to spending trajectory by Budget 2025

Historical & international context Recent & planned (real, per head)

Overall UK government investment sat in +£120bn over the parliament; ~2.6% of A Up, but
publicin- | the bottom quarter of the OECD GDP (from the 1.7% inherited), ~£33bn skewed to-
vestment (around 23rd-27th of 30) through more a year by 2029-30 — lifting the UK | Ward defence
the 2010s, and public investment has | toward the OECD median, though below and NHS.
averaged roughly 2% of GDP since the SR24 peak (1.9%) and easing thereaf-
the 1980s; the SR25 level is the high- | ter. Defence capital spending makes up
est sustained economic-infrastruc- the largest share of the uplift.
ture investment since the mid-1950s.
Transport | The UK has long spent less on A welcome shift of capital to northern city | A capital

transport than its G7 peers; the
NIC’s Second National Infrastruc-
ture Assessment put the gap at
~£200bn over 20 years for transport
outside London. Transport current
spending is the most London-

skewed line.

regions: city-region transport

(TCR/CRSTS) rises from £5.7bn to

V resource

£15.6bn, almost tripling — but far below
the NIC gap. Resource spending falls
~5.4%/yr as pandemic rail subsidies un-
wind (per-capita DfT —4.1% by 2029-30), a
cut whose regional impact is mixed. HS2

(northern leg scrapped 2023) —40%.
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Science &

innovation

Skills

Access to

finance

Housing &
place

Dedicated
local-
growth
funding

R&D rose strongly through the
2010s toward the £20bn target,
roughly doubling in real terms since
2010 (R&D scores as capital, so the

function is ~97% capital).

Post-16 funding was cut 16% be-
tween 2013/14 and 2019/20; persis-
tent under-investment in intermedi-
ate and technical skills is a binding

constraint on regional growth.

Risk premia for non-London local
markets have surged since the finan-
cial crisis, providing potential evi-

dence of local informational failures.

A decade and more of retrenchment:
MHCLG spending remains around
50% below its 2010 level in real

terms.

Cut sharply twice over: the UK
Shared Prosperity Fund was itself
around 43% smaller in real terms
than the EU Structural Funds it re-

placed.

SR25 holds science capital broadly flat per
head (~+0.5%/yr; +£2.3bn vs prior plans
by 2029-30). The headline DSIT increase
is resource and operating cost

(~+7.4%/yr), not productive capital.

Adult skills remain demand-led and
largely centrally held; broadly flat. Re-
sponsibility moved to the DWP in Sep-
tember 2025; no step-change in human-

capital investment.

A National Wealth Fund created (institu-
tional simplification); City Investment
Funds worth £2.3bn for the North and
West Midlands (Mais lecture, 2026); Brit-
ish Business Bank regional activity —
more institutional than a step-change in

scale or regional reach.

A new Social and Affordable Homes Pro-
gramme — £39bn over ten years, reaching
£4bn a year by 2029-30 (the highest since
the New Labour era) and a new public fi-
nancing institution — the National Hous-
ing Bank — has been capitalised to £16bn;
other housing capital is flat in cash
(-1.4%/yr real per head), and regeneration

and place programmes are flat-to-falling.

The 2025 Local Growth Fund is limited to
Mayoral Combined Authorities and, at
£225m, is around 60% smaller than the
UKSPF; non-mayoral areas that were ma-
jor recipients — most notably Cornwall —

are now left out altogether.

P> Flat

P> Flat

A Modest

V Down

V Down
sharply
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The net effect is that government policy has edged towards addressing the UK’s regional

productivity gap, but it still falls well short of the scale, balance and ambition required to close

it or to reverse long-standing spatial inequalities. In the table below we assess progress against

each of the ten recommendations we made back in 2024. We assess that four are off track (Red);

on three there has been mixed progress (Amber); and three are on track (Green).

Rating Our recommendations The government’s progress
Recommendation 1: The UK | The government has not produced a coherent, whole-of-govern-
should develop a Growth and | ment Growth and Productivity Strategy, setting out binding na-
Productivity Strategy and tional commitments with regional delivery mechanisms. Early
stick to it. announcements were fragmentary (the Modern Industrial Strat-
egy, the Ten Year Infrastructure Strategy) or maintained a
“Golden Triangle” focus on the greater South East of England;
and the links between Local Growth Plans or other ambitious
Off track bottom-up plans such as the Northern Investment Prospectus
and different national plans remain unclear. More recent efforts
from the Treasury - a Northern Growth Strategy; a commitment
to set out national spatial priorities through the new National In-
frastructure and Service Transformation Authority - suggest a
potential step in the right direction, but there remains no under-
lying theory of growth nor a central sense of how the different
economies of the UK relate to one another.
Recommendation 2: The We identified skills, innovation, transport, housing, and business
Growth and Productivity investment as the binding constraints holding local economies
Strategy should focus on the | back. Government has stabilised capital spending as a share of
drivers of productivity in GDP (raising the overall level of capital spending by £120bn) af-
Mixed progress | each region and nation. ter inheriting planned cuts, and made progress by doubling city-
region transport spending and pushing on with planning re-
form. But spending on skills, local growth, housing programmes
and innovation is flat or falling, creating a disconnect between
rhetoric and practice.
Recommendation 3: Compre- | The government has scaled up its flagship “Pride in Place” pro-
hensive investment is needed | gramme to £5bn across 339 communities across the UK, as well
in social infrastructure for all | as trialling ‘Test, Learn and Grow’ pilots for reform and expand-
Mixed progress places and communities, de- ing the mandate of Mayors into public service reform. Reforms
livering social as well as eco- | to Special Educational Needs and Disabilities (SEND) funding
nomic renewal. mark a further step forward. But social care and emergency ac-
commodation continue to pile pressure on councils that lack the
capacity to fix the broken markets beneath them.
Recommendation 4: All parts | The English Devolution White Paper established a new legal cat-
of England should have a tier | egory of “Strategic Authority”, passed into law in April 2026
of government between local | through the English Devolution and Community Empowerment
and national government, ne- | Act, with core design principles very close to those we proposed
St gotiated flexibly around a set | in our paper. This is ambitious and will help build a cross-party

of core principles.

consensus on devolution. Progress could be consolidated by re-
forms to align other public sector boundaries with Strategic Au-
thorities — there is a very real risk that new police and NHS
boundaries head in the wrong direction; and by promoting more
advanced forms of local accountability in Combined Authorities.
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Mixed progress

Recommendation 5: Govern-
ment should invite all parts of
England to develop an ambi-
tious proposal for future gov-
ernance. No part of England
should be allowed to be 'left

out.

Government’s stated ambition is that that no place in England
should be “left out” of regional government. While that remains,
during the passage of the English Devolution Act 2026 it ac-
cepted a Lords amendment removing ministers” power to com-
pel a local authority to join a Strategic Authority. With that back-
stop gone — and mayoral elections slipping from their 2026
timetable as well as mounting Labour backbench anxieties about
empowering opposition politicians — there is no longer a clear
path or mechanism to a ‘complete map’ of devolution by 2030.

Recommendation 6: A Prime
Minister-chaired Regional
Growth Delivery Unit should
be established, responsible
for ensuring delivery of the
national Growth and Produc-
tivity Plan.

Despite the advice from many of our past practitioners, the insti-
tutions meant to drive devolution from the centre are still not
working effectively, with no central delivery infrastructure. Alt-
hough the Prime Minister now chairs a Council of Nations and
Regions, stakeholders do not regard it as effective — it has been
described as lacking statutory teeth and operating as “a glorified
talking shop”. The Mayoral Council was sustained by the former

Off track Deputy Prime Minister, though HMT engagement has risen re-
cently. And the ‘missions” apparatus inside Number 10 meant to
drive reform was quietly downgraded in September 2025. What
is lacking is a clear Number 10 push for devolution within
Whitehall: we hear that departments including skills, innovation
and DWP are declining to devolve (even when asked through
the new Right to Request process), and in some cases centralis-
ing further.

Recommendation 7: Bring Lords reform has been reduced to symbolic, minimal changes.
sub-regional and national The parliamentary status of non-Westminster politicians remains

Off track leaders (Mayors, First Minis- arbitrary and discretionary (illustrated by the isolated ennoble-

ters) into the House of Lords | ment of Tees Valley Mayor Lord Houchen). However, estab-

ex officio. lished mayors now have a statutory right to request new pow-
ers, which the government must respond to.

Recommendation 8: Give The government has adopted an “integrated settlement” for

English sub-regional leaders “mature” mayoralties in England, simplifying and decentralis-

an expanded 'single pot' fi- ing budgets following an MHCLG and HMT push - although the

nancial settlement for de- bureaucracy around it allows only partial flexibility in practice,

volved matters, in line with as Whitehall targets proliferate. Important parts of regional

On track the other nations. growth spending and taxation remain outside the settlement. In
response, Rachel Reeves used her second Mais lecture in March
2026 to promise more radical fiscal devolution in England — po-
tentially including local retention of income tax — to improve lo-
cal control over funding, going beyond our 2024 recommenda-
tions. The detail will be set out in the 2026 Budget. The 2025
Budget also gave Mayors the power to introduce a Visitors Levy.

Recommendation 9: Offer The government has introduced a consolidated, multi-year set-

unitary local government in tlement for local government, supporting long-term planning

England a multi-year settle- and more efficient investment decisions. The Fair Funding Re-

St ment — ideally for a full five view now aligns local spending with need for around 80% of

years — in support of long- councils, up from roughly a third when the government took of-

term reform programmes. fice. The accelerated approach to unitarisation — while welcome
— must be carefully managed as it risks absorbing time, energy
and funding.

Recommendation 10: Reallo- | The government’s increase in capital spending and reform of lo-

Off track cate capital spending to prior- | cal government funding do not amount to the strategic shift

itise compensatory invest-

needed to address entrenched spatial inequalities. More detail
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ment for historic underspend- | and transparency are needed on the geography of new spend-
ing in some UK regions and ing. The Green Book Review 2025 promised to support “place-
nations. based business cases” and to stop Treasury guidance being
“wielded against” any region, but stopped short of the compen-
satory reallocation we called for.

What Government Should Do Next

Effective delivery under a new Prime Minister will require renewed central leadership, and
Cabinet unity behind decentralisation despite the short-term political risks and temptations.
Whether this will happen remains highly uncertain. John Major, Tony Blair and George Os-
borne all told us about their regret that they didn’t act early and decisively enough when they

had the chance. Will Keir Starmer’s successor feel the same?

In our earlier work, we concluded that there has never been a sustained period of Prime Min-
isterial leadership in regional growth policy, since at least the late 1970s. The Starmer Govern-
ment has not proven an exception. Progress where it has come has been driven by powerful
political players — Michael Heseltine, Angela Rayner and Michael Gove in what is now
MHCLG; or Gordon Brown on Regional Development Agencies and resources and George
Osborne on institutions in the Treasury (with a legacy including today’s Mayoral Strategic
Authorities, the Northern Powerhouse, and devolution to promote public service reform in
areas such as health as well as city-region growth). But we have never had a period where

both No 10 and the Treasury were committed to this agenda at the same time.

In his first major speech upon his return to parliament, Andy Burnham announced that “the
days of Whitehall fighting the devolution of power into the regions and nations are over, for
good... The whole of Whitehall will now be required to get behind our places and work to-
gether with them to make quicker, more joined-up decisions.” A true devolution believer in
Number 10 must be matched by support elsewhere in Whitehall — and especially from the
Chancellor —if it is to succeed, with a plan for the policies, resources and institutional plumb-
ing in place quickly to show that devolution can improve growth and public service outcomes.
In chapter 4, we set out our proposals for how the next Prime Minister can advance institu-

tional and public spending reforms:

1. POLITICAL LEADERSHIP: The new Prime Minister and Chancellor need to be far

more forceful in their commitment to decentralise, making plain that advancement
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through the government’s ranks depends on a willingness to take on Whitehall’s
centralising instincts and devolve power within England. That will include partner-
ing with political rivals in English regions, Holyrood, Stormont and Cardiff Bay. In

practice this means:

a. Requiring all Whitehall departments to review all their activities to consider
what could be delivered locally, justifying any remaining central activity by

demonstrating the value that it adds to local growth.

b. Number 10 and the Treasury taking on departments that have proven them-
selves most recalcitrant to reform through a PM-chaired Regional Growth De-
livery Unit, to monitor and enforce progress on the regional plans, jointly

staffed by the Cabinet Office and Treasury.

c. The Unit should be empowered to coordinate regional policy across depart-
ments and tied directly to the fiscal processes — the Budget and spending re-
views — and should hold regular stocktakes with Cabinet Ministers. The Prime
Minister and Chancellor should consider an external review of the case for de-
volving skills and innovation in particular, given how central both are to re-

gional growth.

d. The other half of the task is to give regional leaders a real foothold in national
decisions. The Mayoral Council should be strengthened and formalised as a
standing policy advisory body for English policy areas — with agenda-setting
meetings with senior officials, formal consultation rights on relevant legisla-
tion, and representation in key forums such as the relevant Cabinet subcom-

mittees.

2. CLEAR GROWTH PLAN: Mandating the PM-led Council of Nations and Regions
to develop and sign-off an innovation- and dynamism-focused UK Growth and
Productivity Strategy by the end of 2026, to shape the spring 2027 Spending Review.
This Strategy should:

a. Set out a spatial economic plan for the UK designed to (i) support emerging

clusters across the country; (ii) improve STEM-skills at intermediate and higher
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levels; (iii) invest in intra-city transport programmes outside of London; (iv)
raise public support for innovation, especially in regions such as the Midlands
that demonstrate unmet absorptive capacity; and (v) tackle housing bottle-
necks, especially in the South.

b. Properly coordinate industrial, regional, and infrastructure policy in Whitehall
and local growth plans, to identify funding and policy bottlenecks that minis-
ters and mayors must tackle.

c. Beled by HM Treasury, and approved by the Council of Nations and Regions,
making mayors and First Ministers key partners in industrial strategy imple-
mentation.

d. Include a review of the rapidly proliferating number of public financial insti-
tutions — such as the National Wealth Fund, British Business Bank or National
Housing Bank — to ensure their mandates are aligned and complementary, and

that commercial expertise is supported across the country.

3. RE-BALANCE REGIONAL RESOURCES: Publishing a Treasury-led region-by-re-
gion settlement in the 2027 Spending Review, with ambitious and transparent goals
for regional growth spending. Government should:

a. Setregional investment targets, with an ambition to re-balance regional spend-
ing on ‘economic affairs’ (the functional category including transport and eco-
nomic development spending, which ranges from £67 per person in the East
Midlands to £151 per person in Greater London). As a first step, government
should commit to spending as much or more on local transport and innovation
projects outside the Golden Triangle as it spends inside it in the next Spending
Review period.

b. Go further on Treasury Green Book and funding formulae reform, looking at
the case for ‘regional ringfences’ on a per head basis; and boost transparency
by routinely reporting, at the Budget, the net effect of tax-and-spend decisions

on the regions — as we already do for households.

4. GIVE THE MAYORS GREATER ECONOMIC FIREPOWER: Finally, the govern-
ment should continue to build on the cross-party success of the Combined Authority

and mayoral model in England by:
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a.

Setting out a written update on its plan for “mayors everywhere” following
amendments to the English Devolution Act 2026, with a clear restatement of
political intent to deliver mayors across England (even if that means more
mayoralties controlled by opposition politicians). The government should aim
to be ready for mayoral elections in 2029, by the end of this parliament. Our
view remains that the Greater Manchester-style model may not be appropriate
for all places (such as rural communities), but that reform is needed to encour-
age collaboration and provide a single point of contact to represent a place to

Whitehall and Westminster.

Improving the Integrated Settlement — by expanding its scope (especially over
skills and innovation), simplifying the outcomes framework against which
Whitehall judges mayors, and setting out a clearer, expanded ambition around
the scale of financing. This Settlement will serve as the de facto baseline for any
future fiscal devolution, and the government should be ambitious in its starting
point. Mayors should also make the most of their new powers to appoint Dep-
uty Mayors to expand their influence over public service reform for growth,

such as through Deputy Mayors for Health.

Going much further on providing capability support from Whitehall for
Mayors and in bringing Strategic Authorities and other public services closer
together. NHS and Police reform should be designed to overlap with Strategic
Authorities (all MSAs should be in no more than one Integrated Care System
or Police Force, although the Home Office plan to reduce the number of police
forces may well require smaller MSAs to share a police force with shared ac-
countability to Mayors), with reforms being used as an opportunity to co-locate
staff and pool budgets into integrated prevention funds. Staff to budget ratios
in Strategic Authorities should look similar to those seen in Whitehall — with
staff moved from Whitehall to Strategic Authorities to make the difference
quickly. Talent programmes and senior leadership support for Mayoral Strate-
gic Authorities should be expanded, including integration with Civil Service
talent programmes and an expectation of holding a ‘regional role” as a condi-
tion for promotion in the Senior Civil Service. Dedicated funding should also

be provided to the UK Mayors Network, and requiring the Local Government
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e.

Association to provide more support to mayors in return for central govern-

ment funding.

Fiscal devolution in other countries has developed over decades, shaped by the
complexities of administration, economic geography, the politics of taxation
and a public debate about trade-offs; in our previous work, both we and our
interviewees warned this agenda was fraught with risks and not a silver bullet.
But the Treasury and MHCLG have concluded that without fiscal autonomy
the bureaucratic bloat that the Integrated Settlements have seen so far are dif-
ficult to avoid. As HM Treasury considers its plans for fiscal devolution, it
should clearly respond to three tests we set out in Chapter 4 below, based on

the concerns raised by those we interviewed:

i. Fairness: How will fiscal devolution balance growth incentives with
fairness? What is the mayoral equivalent of the Local Government Fi-

nancial Settlement to match resources to need?

ii. Leverage: Does fiscal devolution offer a clear mechanism to allow for
funding (and borrowing) at significant scale within the fiscal rules?

What safeguards can be put in place without violating local autonomy?

iii. Delivery: Beyond small examples of tax flexibility like the forthcoming
tourist tax, can meaningful fiscal devolution be delivered in practice
given the UK (and especially urban England’s) economic geography
and politics? Would leakage of economic activity across borders mean
some devolved funding should be “pooled” into, for example, pan-

Northern funds?

Balancing increases in fiscal, financial and regulatory powers to Combined Au-
thorities and mayors with efforts to support local scrutiny and accountability.
In our previous work, we called for stronger independent scrutiny by reintro-
ducing a reformed Audit Commission and providing funding to support local
media and civil society (including encouraging UK-wide civil society groups
to develop a sub-regional footprint). With legislation to create a Local Audit
Office, government should be ambitious — creating a body that examines com-

parative mayoral performance rather than having a narrow mandate.
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We may be on the cusp of strong, sustained Number 10 direction on devolution, with enthu-
siastic support for this agenda from both No10 and the Treasury, for the first time in our recent
history. This is a welcome shift, and tribute to the efforts of many to demonstrate the value of
effective local leadership over decades — including notable past ministers, Chancellors and the
outgoing Mayor of Greater Manchester Andy Burnham. But this change means that the cham-

pions of devolution will have nowhere to hide if gaps open up between rhetoric and reality.

The institutions for regional growth are, increasingly, in place; now we need the national
growth strategy and sustained direction from the centre that would convert structures into
dynamic, innovation-led growth delivered with the consent of local communities. The unfin-

ished task is therefore political and economic rather than institutional.

For the first time, the mayoral settlement has survived a change of government; the test for
the rest of this parliament is whether the new centre now gives it the powers, money and
direction to match and can credibly make the argument that this strategy will boost regional
growth and living standards over time — or whether national inertia once again outlasts local

ambition.

Page 17 of 87



TABLE OF KEY MOMENTS SINCE JULY 2024

Jul 2024

Oct 2024

Dec 2024

late 2024

announced Jan
2025 (delivered
June 2025)

Jan 2025

Feb 2025

Mar 2025

= Mayoral Council convened (first week in office)

In his first week, the Prime Minister chaired a meeting of England's metro mayors — an
early signal that mayors would be partners in government and that devolution would be
driven from the top.

Committed the government to: Regular prime-ministerial engagement with mayors and a more collaborative
centre—region relationship — though convened without a fixed agenda, statutory footing or formal link to a
growth strategy

= Autumn Budget 2024 — the first Budget

Rewrote the fiscal rules to target a broader debt measure, freeing headroom for invest-
ment, and began the capital uplift — around £120bn more across the parliament — lifting
public investment toward 2.6% of GDP against the ~1.7% trajectory inherited.

Committed the government to: A decisive break with the inherited squeeze on capital and the highest sustained
economic-infrastructure investment since the 1950s — but with no regional allocation framework to steer it to
the places with the deepest productivity gaps.

= English Devolution White Paper
Set out Labour's long-term framework for deepening devolution across England and intro-
duced the concept of Mayoral Strategic Authorities.

Committed the government to: Wider mayoral coverage, fewer Whitehall controls, and integrated powers over
transport, housing, skills, planning and economic growth.

= Reeves rules out fiscal devolution

Reports emerged that the Chancellor had explicitly ruled out any meaningful fiscal devo-
lution to mayors and regions.

Committed the government to: Retaining central Treasury control over the fiscal levers of growth; limiting devo-
lution to spending powers rather than revenue powers.

= Green Book Review

Announced a review of the Treasury Green Book appraisal framework, to end the system-
atic bias towards already-prosperous regions.

Committed the government to: Reforming investment appraisal in principle, while leaving the existing frame-
work in place pending the Spending Review.

= Oxford-Cambridge Growth Corridor speech

Reeves pledged to "go further and faster” on growth against a backdrop of gilt market tur-
bulence, centring her flagship speech on the Oxford-Cambridge corridor and projecting up
to £78bn added to the economy by 2035.

Committed the government to: Delivering infrastructure, housing and science-and-technology investment along
the OxCam corridor; reviewing the Green Book; and backing regional industrial clusters — though the empha-
sis on the South East drew criticism from northern and Midlands leaders.

= Devolution Priority Programme expansion

Brought six new areas into a fast-track to mayoral elections by May 2026, with five appli-
cants rejected without explanation. Mayoral elections for Cumbria and Cheshire and War-
rington were subsequently delayed to 2027; elections for the remaining four were delayed
to 2028.

Committed the government to: Accelerated devolution timetables and expanded mayoral coverage.

= Plan for Neighbourhoods / Pride in Place Phase 1 launch

Confirmed 75 areas would receive up to £20m each over ten years, reforming and expand-
ing the previous government's Long-Term Plan for Towns. Subsequently rebranded as
Phase 1 of Pride in Place ahead of the PM's Labour conference speech in autumn 2025.

Page 18 of 87



Apr 2025

Jul 2025

Jun 2025

Spending Re-
view 2025

Jun 2025

Jun 2025

Committed the government to: Community-led regeneration with endowment-style long-term funding and local
decision-making — though at £2m per area per year the per-area sums were modest relative to the scale of depri-
vation and the New Deal for Communities precedent. Integration with local authorities or mayors was also
weak.

= Integrated settlements begin (Greater Manchester and West Midlands)

The first "single pot" integrated settlements took effect, consolidating more than twenty
separate Whitehall funding streams into a handful of themes — local growth and place,
transport, adult skills, housing and regeneration, employment support and retrofit — with
mayors able to move up to 10 per cent between them. Greater Manchester's settlement was
worth around £630 million and the West Midlands' around £389 million in 202526
(roughly £220 and £155 per head).

Committed the government to: The deepest financial devolution to date for “mature” mayors, and a de facto
baseline for future fiscal devolution — though large growth-relevant budgets (most adult skills beyond the de-
volved entitlement, core innovation funding and the bulk of departmental capital) remained centrally held, and
the 10 per cent virement limit gave strategic oversight without commensurate control of cash.

= English Devolution Bill introduced
Introduced legislation to implement the Devolution White Paper, including strengthened
mayoral powers, governance reform and a new Community Right to Buy.

Committed the government to: Hardwiring devolution into law, expanding local control over assets of commu-
nity value, and embedding community ownership in local regeneration.

= Transport for City Regions settlements — £15.6bn
Announced five-year (2027-32) transport settlements for nine mayoral city regions —
more than doubling capital spending on city-region connectivity compared to 2024-25.

Committed the government to: Funding mass transit, metro and tram expansion and rapid bus networks — a
genuine step change in long-term capital commitment, though concerns were raised that the absence of equiva-
lent revenue certainty risked undermining operational delivery.

= Five-year capital budgets

Replaced short-term capital allocations with longer-term, five-year capital budgets.
Committed the government to: Providing certainty for major regional infrastructure — a meaningful structural
improvement, though one that applied to capital only, leaving revenue budgets subject to the same annual un-
certainty that had driven repeated council financial crises.

s Modern Industrial Strategy

Published 10-year plan backing 8 growth sectors with a claimed “place-based” approach,
includes: a £500m Mayoral Revolving Growth Fund (devolving recyclable capital to six
northern and Midlands Mayoral Strategic Authorities), a £500m Local Innovation Partner-
ships Fund for regional clusters — which in June 2026 the government committed to de-
volve to Established Mayoral Strategic Authorities from the next Spending Review — and
10-year Local Growth Plans agreed with mayors.

Committed the government to: Delivering industrial growth through city-region clusters in partnership with
mayors, lacks clarity on how national sector ambitions would translate into regional delivery, and whether
UKRI'’s new mandate would correct or entrench the existing South East bias in public R&D.

m UK Infrastructure: A 10-Year Strategy

Published long-term plan integrating economic and social infrastructure, covering £725bn
over ten years, establishing NISTA to oversee delivery, and committing to pilot place-
based business cases under the reformed Green Book.

Committed the government to: Long-term capital certainty for regional infrastructure after short-termism, cor-
rection of systematic underinvestment outside the South East, delivery mechanisms largely deferred however
strategy remains Golden Triangle-centric in its spatial priorities.
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Jun 2025

Sep 2025

Oct 2025

Nov 2025

Dec 2025

Dec 2025 provi-
sional, Feb
2026 final

Jan 2026

= National Housing Bank created

Announced a new public financial institution for housing: a permanently capitalised sub-
sidiary of Homes England with £16bn of financial capacity, providing loans, equity and
guarantees to support SME builders, fund infrastructure for complex sites and unlock de-
livery of more than 500,000 homes.

Committed the government to: Patient, long-term public finance for housebuilding, intended to crowd in an esti-
mated £53bn of private investment — a genuine institutional innovation, though its impact will depend on the
scale and risk appetite of its lending and on coordination with the growing family of public financial institu-
tions.

n Pride in Place Strategy and Phase 2 launch

Launched alongside the Prime Minister's Labour Party conference speech, expanding the
programme to a further 169 areas under the Pride in Place brand. Total programme value
raised to £5bn across all phases.

Committed the government to: Long-term community-governed neighbourhood regeneration — though per-area
sums remained modest relative to the depth of need in many places.

= National Wealth Fund - Regional Project Accelerator

Launched an enhanced support offer for local government combining advisory capacity,
strategic partnerships and lending to accelerate major projects.

Committed the government to: Supporting investment-ready regional projects and crowding in private finance
— an advisory and lending offer rather than direct grant, meaning its impact was contingent on the capacity of
local authorities to develop investment-ready proposals.

= Overnight stays (visitor) levy power for mayors

Proposed a new devolved power allowing mayors to introduce a levy on overnight stays,
subject to consultation closing February 2026. Estimated to raise up to £240m per year for
London alone or £8m-40m for Greater Manchester.

Committed the government to: Giving local leaders a new revenue-raising tool — welcome in principle, though
representing a narrow addition to the fiscal armoury rather than the broader tax-sharing that mayors had
sought.

= Mayoral funding package for homes and high streets
Announced long-term mayoral funding settlements for six new mayoral areas to support
housing delivery and high street regeneration.

Committed the government to: Providing up to £200m per region per year over 30 years — conditional on hous-
ing delivery targets and concentrated in newly created mayoral areas rather than established ones.

= Fair Funding Review 2.0 and multi-year Local Government Finance Settlement
2026-29

Published the first multi-year settlement in a decade and the first full needs reassessment
since 2013. Core spending power set at £83.5bn in 2026-27, rising to £90.5bn by 2028-29.
Redistributed grant toward higher-need urban authorities, with 80% of authorities now
seeing spending aligned to need, compared to a third before.

Committed the government to: Ending annual settlement uncertainty and redirecting resources toward depriva-
tion — a genuine structural improvement, though real-terms spending power remained around 9% below its
2010-11 level, and the redistribution created significant losers among rural and shire authorities.

= Northern Growth Strategy: Case for Change

Published the analytical case for a Northern Growth Strategy, built around Northern Pow-
erhouse Rail as the economic backbone and accompanied by compact agreements with
northern mayors. Growing the North's five most populous mayoral areas to national aver-
age productivity was estimated to add £40bn per year in GVA and £15bn in annual fiscal
revenues.

Committed the government to: Delivering Northern Powerhouse Rail; growing northern cities; and backing in-
dustrial clusters — a partial corrective to the OxCam-centric framing of the January 2025 growth speech,
though critics noted the document was a "case for change” rather than a funded strategy.
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Jan 2026

Jan 2026

Feb 2026

from Apr 2026

Apr 2026

Mar 2026

July 2026

m £1.5bn cultural infrastructure package

Announced a five-year capital investment programme for cultural, heritage and library in-
frastructure.

Committed the government to: Supporting culture-led regeneration and strengthening pride in place — though
the programme offered capital funding only, leaving revenue pressures on libraries and cultural venues un-
addressed.

= Northern Powerhouse Rail plans

Confirmed a three-phase, £45bn programme connecting Liverpool, Manchester, Leeds and
York, prioritising east Pennines upgrades plus new Bradford station in Phase 1, alongside
compact agreements with northern mayors.

Committed the government to: Delivering largest transport investment commitment to the English North in a
generation, though a March 2026 NAO report found the benefit-cost ratio had fallen from 0.8 to 0.4, governance
arrangements not yet in place, benefits not expected to flow until the 2030s.

m Pride in Place Phase 2 expansion — 40 additional areas

Prime Minister announced £800m expansion adding 40 further communities to the pro-
gramme.

Committed the government to: Extending community-led neighbourhood regeneration — a third wave of expan-
sion in under a year, which some observers welcomed as momentum and others characterised as incremental an-
nouncement-making rather than a step change in ambition.

= Local Growth Fund

Established as the replacement for the UK Shared Prosperity Fund, but only applying to
mayoralties. Worth £225m per year, or 40% less than the previous annual spend on the UK
Shared Prosperity Fund.

Committed the government to: Providing flexible, locally controlled funding for infrastructure, business support
and skills in the lowest-productivity city regions — but representing a sharp contraction in total place-based
funding relative to both UKSPF and the EU funds it originally replaced, and leaving poor swathes of England
such as Cornwall with no local growth fund equivalent at all.

= English Devolution and Community Empowerment Act — Royal Assent

Passed into law. The government conceded removal of the powers to direct establishment
of combined authorities or impose mayors, committing not to use residual expansion pow-
ers for four years. Introduced Strategic Authorities in law, Community Right to Buy,
mayoral planning powers, local scrutiny committees and supplementary vote for mayoral
elections.

Committed the government to: Hardwiring devolution into law on a consensual rather than directive basis.
Ministers argued the collaborative approach, rather than directive powers, had always been the preference. The
four-year moratorium on the backstop power left the long-term devolution timetable uncertain.

= Mais Lecture 2026 and Northern Growth Strategy: Next Steps

Reeves delivered her second Mais Lecture — the first chancellor to give two — announc-
ing £2.3bn City Investment Funds for northern and West Midlands city regions (up to
£1.7bn going directly to northern mayors), a guaranteed share of central tax revenues for
regional mayors described as "a permanent transfer of power and resources".

Committed the government to: A radical shift in ambition on fiscal devolution — though details were deferred to
the autumn Budget.

» New Prime Minister
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CHAPTER ONE: “A Devolution Revolution?”

Labour came to office in 2024 promising a “devolution revolution”. Its manifesto pledged
landmark legislation to move power out of Whitehall, a statutory Local Growth Plan for every
place, a fix for regional funding and decision-making, and an industrial strategy council
speaking for all the nations and regions — the levers we had argued, after three years of re-
search, that a serious government would need to pull to close Britain’s regional divides. Two
years on, growth remains weak by historic standards, regional inequality has widened further
in the wake of the pandemic, and the government’s popularity has fallen to historic lows for

this stage of a parliament.

The government had a notable and worthy ambition to defy the mistakes its predecessors had

made. As we set out in Chapter Two, our research set out three tests for a new government.

The first test is based on our finding that the window for reform opens early and closes fast.
Has the new government made the most of its early opportunities? When we studied regional
policy since 1979, we found a recurring pattern: new governments seek to act quickly and at
scale through national tools, while building up institutions in the regions comes later, when
political capital is lower.” The result is a catalogue of regret. Every generation, our interview-

ees conceded, has looked back wishing it had been bigger and bolder sooner.

We found that reform works best when it builds on what already exists rather than starting
again. So our second test is the need to act boldly by building on what is already working,
rather than wiping the slate clean and trying to start from scratch. The Mayoral Combined
Authority model, pioneered in Greater Manchester, is the clearest case of success: George Os-
borne and Andy Burnham both described to us how pivotal bus reform — now realised in the
Bee Network — had been to that city region’s settlement. Yet the same practitioners warned
that too much flux (‘chopping and changing’) has been disastrous, with institutions repeatedly
torn up before they could mature. Even a willing centre meets resistance: pushing devolution
through Whitehall, Osborne recalled, “was screaming and kicking ... the default is against you,

whatever the rhetoric” .

7 Turner, D., Weinberg, N., Elsden, E. and Balls, E. (2023), “‘Why hasn’t UK regional policy worked? The
views of leading practitioners’, M-RCBG Associate Working Paper No. 216, Harvard Kennedy School.
Quotations from named interviewees in this chapter are drawn from the on-the-record interviews re-
ported there.
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Our third test is the need to maintain cross-party momentum, especially as Labour enjoyed
such dominance in mayoral elections in the run-up to 2024. Many of our interviewees — in-
cluding two former Prime Ministers from different parties — judged that the success or failure
of regional policy ultimately turns on building a durable consensus, and that the Combined
Authority model now offers an institutional base stronger than it has been for a long time. Can
this Labour government build on that consensus — or will Keir Starmer and his successors join
John Major, Tony Blair, Gordon Brown, David Cameron and George Osborne in regretting

that they did not act early and decisively when they had the chance?

These tests relate to domestic politics and economics: can a new government break out of the
Whitehall- and Westminster-centred model of governance, in the immediate aftermath of win-
ning control? That is a difficult, and perhaps insurmountable, problem for would-be regional

reformers in the UK constitution.

We also recognise that, since our research was undertaken over the last few years, the world
has changed too. The election of Donald Trump, and his subsequent policies on tariffs, stim-
ulus at home (through the One Big Beautiful Bill Act) and the US-Israeli attack on Iran have
pushed inflation and interest rate expectations up across the world following the “soft land-
ing” of 2022/23; while the President’s stance on NATO has led to a rapid escalation in com-
mitments to defence spending in the UK and throughout Western Europe. A surge in Al-re-
lated capital spending has mitigated the surge in policy-driven uncertainty, but the global
economy is now grappling with higher interest rates, increased tech-driven growth, and an
uncertainty that may dampen dynamism as workers or firms opt to take the more conserva-
tive paths. How these factors interact with one another to reshape growth remains to be seen:
but the property- and export-focused approaches of the 2010s are clearly less viable than they

once were.

Our approach: a half-time stocktake

In this paper, we aim to take stock of the approach taken by the Starmer government so far in
thinking about regional inequalities, public service delivery and power across our country in
light of these challenges — with a particular eye on whether they pass the tests set by their

predecessors and respond well to evolving geoeconomic conditions.
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We review progress against our own evaluation of what the government ought to have done
to make a meaningful dent into regional inequalities, with the aim of identifying opportunities

to continue pursuing reforms in the second half of this parliament.

The government may not have made as much progress as hoped in its first two years. But it is
not too late. For the new Prime Minister, the next 12 months will be pivotal, providing a win-
dow in which reforms can be put in place that stand a chance of bearing fruit — or at least

offering the prospect of future progress — before the next General Election.
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CHAPTER TWO: Lessons from the past and from

the data on what we need for regional growth

We published three papers in 2023 and early 2024 providing an empirical and historical anal-
ysis of the UK’s regional growth problem. Taken together, they provide an analysis that iden-
tifies some of the root causes of low productivity across the country, and an explanation for
why Whitehall has proven so patchy in its ability to respond to the problem of grave regional

inequalities and stagnant productivity.

Our papers have been cited in the then-opposition Labour Party’s Power and Partnership® man-
ifesto ahead of the May 2024 Local Elections, and again in December 2024’s English Devolution
White Paper, and most recently in the government’s 2026 Northern Growth Strategy.® Before
we turn to the activity of the government since the July 2024 General Election, we begin with

a summary of our earlier findings that — we believe — remain relevant.

Understanding the economics of regional inequality in the UK

Our first paper examines why UK regions outside London and the Greater South East lag
behind in productivity and growth - and proposes targeted remedies using a ‘binding con-
straints” framework to identify the key missing policy inputs.’® We looked at the role of the
inputs for neoclassical growth (education, infrastructure, access to finance); boosting govern-
ment’s role in endogenous growth (proxied by R&D); and the convergence mechanisms we

might expect to see in a functioning national economy (proxied by internal migration).

Taking all those components of growth together, we analysed their relative and combined

effects on regional growth. Our paper found:

8 Power and Partnership: Labour’s Plan to Power-Up Britain, Labour Party, March 2024.

? Northern Growth Strategy: Case for Change (January 2026) and Northern Growth Strategy: Next Steps
(March 2026), HM Government — both of which draw on the binding-constraints analysis in Stansbury,
Turner and Balls (2023).

10 Stansbury, A., Turner, D. and Balls, E. (2023), ‘Tackling the UK’s regional economic inequality: bind-
ing constraints and avenues for policy intervention’, Contemporary Social Science; working paper ver-
sion M-RCBG Associate Working Paper No. 198, Harvard Kennedy School.
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The UK’s structural challenge may be stronger than most: The UK was more exposed
than peer countries to the global forces widening regional inequalities. London, with
its existing specialisation in knowledge-intensive business services, benefitted signifi-
cantly from the global rise of these industries, while the Midlands, North of England,
Wales, and Northern Ireland were among the most exposed regions in Europe to de-
industrialisation.

STEM-qualified individuals are in short supply in underperforming regions: The edu-
cation story has become one of ‘too few scientists’- the wage premium, the percentage
by which the earnings of graduates or those with further education exceed those of
non-graduates, has fallen dramatically over the past twenty years, except for in STEM
subjects. Mass expansion of university education appears to have helped address a
broader graduate skills shortage. A binding constraint to growth in many regions out-
side of London now appears to be a lack of STEM skills.

There has been too little transport investment in lower productivity regions: UK
transport investment has been low in international context and heavily skewed to-
wards London. The UK’s cities outside London have more congested roads than com-
parable US cities and more limited public transport accessibility than in comparable
Western European cities. Together, this means effective labour markets for the UK’s
city centres are smaller than in peer countries, limiting potential productivity benefits
from agglomeration. Countries either build lots of roads or have good public transport
and denser cities: the UK does neither.

Public support for innovation currently amplifies rather than corrects for regional in-
equalities: Public money for innovation has been heavily channelled towards areas
that already have thriving innovation economies — London, Scotland and the Bristol /
Oxford / Cambridge arc — and is even more skewed towards these areas than private
sector R&D spend. There is limited Access to Early-stage equity for SMEs and more
could be done to route state funding to supercharge private spending on innovation
in regions with demonstrated research excellence and where the private sector is able
to absorb the benefits of innovation.

It is very difficult for people to move to opportunity: High housing costs in London
and the South East make it prohibitively expensive for many people to move from low-
income to high income places — and erode much of the gains in income for those who
do move, except at the very top end.

As aresult, we conclude that there is a viable path to growth in many of the UK’s non-London

regions — that is, the UK’s regional and national growth problems go together.

When thinking about the UK beyond the Golden Triangle, the barrier to growth is not a lack

of skills in general, but a lack of high productivity firms in the right sectors, alongside special-

ised STEM skills, in non-London or South East regions.
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If we want to tap into this regional growth potential, then we need to mobilise (public and
private) capital specifically for high growth potential firms, at the same time as addressing

specific local skills gaps while promoting dynamic and competitive markets.!!

At the same time, broader productivity gains could come from housing and transport reform
to “thicken” sub-regional labour markets. The lagging — but spatially dense — city-regions out-
side the South East of England are therefore the most plausible locus of future productivity
growth, outside of Southern innovation hotspots; and given the size of the UK compared to
other “road rich” countries our findings suggest a case for investing more heavily in public

transport alongside planning reforms to encourage increased housing density in cities.

The Centre for Cities has calculated that if the eight largest underperforming urban areas in
Britain were brought up to the UK mean for GDP per worker, given their labour market size,
national output would be £47 billion higher.!? Manchester and Birmingham would account
for the largest uplift, followed by Glasgow. Including smaller cities, the total gain rises to £70

billion.

Achieving such a shift would come with major investment needs. The National Infrastructure
Commission has estimated that upgrading transport networks outside London alone would
require around £200 billion over twenty years.!> These sums are at least double the current

city-region transport spending plans.

Since we published our research, the most recent data suggest that regional productivity gaps
may have begun to narrow. The Office for National Statistics’ 2025 sub-regional estimates,
which run to 2023, show London’s productivity slipping well below its pre-pandemic trend
even as the South East and the East of England continue to perform strongly.!* The result has

been a gentle compression of measured regional inequality — though one driven as much by

1]n a separate paper - What are the policy lessons from “Bidenomics”? Contemporary Social Science 2025
— two of this paper’s co-authors attribute the strong wage growth among lower income earners in the
US following the pandemic to a combination of an expansionary macroeconomic policy and dynamism
(especially allowing more widespread job separation than was the case in Europe).

12 Centre for Cities, written evidence to the House of Commons Levelling Up, Housing and Communi-
ties Committee, 2021. Accessible here.

13 Second National Infrastructure Assessment, National Infrastructure Commission 2023.

14 Office for National Statistics, ‘Regional and sub-regional labour productivity, UK: 2023’, June 2025;
see also B. van Ark, ‘UK Regional Productivity: Insights from the 2025 ONS Sub-Regional Estimates’,
The Productivity Institute, June 2025. Accessible here.

Page 27 of 87


https://committees.parliament.uk/writtenevidence/36386/pdf/
https://www.productivity.ac.uk/news/uk-regional-productivity-insights-from-the-2025-ons-sub-regional-estimates/

the capital’s underperformance as by any catching-up elsewhere, and too recent to read as a

turning point.

The Centre for Cities, analysing the same sub-regional data, argues that the story is not simply
one of London slowing down: since 2019, productivity growth has accelerated in the large
cities outside the capital, with seven of the nine biggest cities growing faster after 2019 than
before — Leeds, Liverpool and Manchester leading the pack — such that the catching-up of
lagging big city-regions (which incidentally have benefitted from devolution for longest) ac-
counts for around two-thirds of the post-2019 convergence with London.’> On employment,
headline rates have held up, but the wide regional gaps in economic inactivity — concentrated
in the North, the Midlands and many coastal and former-industrial towns — remain stub-
bornly in place. However, it remains too soon, and the regional data too lagged, to fully judge

the shape of the post-pandemic economy.

Ultimately, the potential for growth in all places in the UK far exceeds the numbers set out
here. The Growth and Reform Network recently demonstrated that — controlling for industry-
and regional-effects — local economic bottlenecks mean the economy is £267bn smaller today

than it would have been had growth been nationally balanced since 2010.¢

Practitioner views on what has held the UK back in the past

Our second, historical paper, “Why hasn’t UK regional policy worked: the views of leading UK prac-
titioners’,'” investigated why successive waves of UK regional policy since the late 1970s have
failed to narrow productivity and prosperity gaps between London/South East and the rest of

the country. It draws on in-depth interviews with key decision-makers from 1979 to 2015.

We spoke to former Prime Ministers, Chancellors, and Ministers. At a local and sub-regional
level, we interviewed Mayors, Local Authority Chief Executives and Council Leaders. We

spoke to academic experts. We focused on three main policy eras (under the Conservatives

15 Wang, Y. (2025), ‘How productive are the UK’s big cities?’, Centre for Cities, October 2025, based on
ONS regional gross domestic product and productivity data. Accessible here.

16 ‘A Force for Growth’, Growth and Reform. Accessible here.

17 Turner, D., Weinberg, N., Elsden, E. and Balls, E. (2023), “‘Why hasn’t UK regional policy worked? The
views of leading practitioners’, M-RCBG Associate Working Paper No. 216, Harvard Kennedy School.
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from 1979 to 1997; New Labour from 1997 to 2010; and the Coalition from 2010-15), speaking

with former ministers, senior officials, and regional policy practitioners.

Interviews are published in full online.’® Where we refer to any of the interviews conducted

in that paper, we provide a hyperlink to the underlying interview in this paper.

Key areas of findings from that paper about the lessons from regional policy were:

Finding One: Widening regional divisions are not inevitable but correct-
ing them is hard:

Experienced policymakers and practitioners we interviewed were clear: the UK’s growing re-
gional inequalities are not set in stone. Public policy has, in the past, shown capacity to address
regional disparities in productivity and economic opportunity. What has failed, they agreed,
is the belief that wealth generated in London and the South East would simply “trickle down”
to the rest of the country. That model has not delivered - and opportunities to rebalance

growth have repeatedly been missed.

The current government has made a stronger start than some of its predecessors in trying to
counter this trend. Unlike the Coalition in 2010, it has chosen to retain and even reinforce local
growth institutions rather than dismantle them. Combined Authorities and Metro Mayors
have survived a change of administration and are gaining authority and legitimacy. This con-
tinuity is itself an important achievement, given the historical tendency toward institutional

churn (for more on which see Finding Four below).

Yet, the gravitational pull of central government remains powerful, and early signs suggest a

familiar, historic, pattern emerging whereby governments tire at the complexity of the task.

Historically, regional policy has often been sidelined in the first few years of a parliament, as
ministers prioritise quick wins using existing Whitehall machinery. This government is no
exception. The abolition of NHS England and the halving of Integrated Care Board budgets

likewise shift authority away from local health strategy bodies towards central command. The

18 Interviews are available in full at the project archive, UK Regional Growth, Harvard Kennedy School.
Accessible here.
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risk is that, by reaching for the familiar, ministers undercut their own stated ambition for

stronger local growth institutions.

Further, the issues identified in our Stocktake suggest that without continuing to push
throughout this administration for a rebalancing across the UK - and without explicitly plan-

ning to rebalance the UK’s institutions - the government risks repeating past failures.

Finding Two: Past policies to grow the UK’s regional economies were ge-
ographically biased and insufficiently ambitious — to the regret of those
responsible:

Across four decades of regional policy, successive governments sought to promote growth
beyond London and the South East. Yet the practitioners who designed and delivered those

policies now concede that these efforts fell short - lacking in both scale and focus.

Investment in the core ingredients of regional prosperity: skills, infrastructure, innovation,
housing, and devolved governance, was consistently underpowered. Despite some progress
in tertiary education, most levers of economic development were insufficiently funded or
deprioritised. The unmistakable pattern, our interviewees told us, was geographical bias in
where investments were made: spending and strategic attention overwhelmingly favoured

London and the South East, entrenching rather than narrowing regional divides.

A common refrain in our interviews — from John Major, Gordon Brown, George Osborne,
Sharon White, David Blunkett — was that ministers wish they had done more overall to prior-
itise regional growth policy. Successive administrations backed away from bold policy, opting
instead for incremental or reactive measures. Vince Cable reflected that regional growth
“needed kick-starting in all kinds of ways,” but policymakers often assumed that improvement
would occur spontaneously if London thrived. Yvette Cooper told us that the UK “needed a
much bigger, coordinated push. We should have been driving transport links between Manchester and
Leeds so that you could build a much bigger labour market. We should have been setting up an MIT for
the north in Manchester or in Leeds." The result, as Catherine Bell argued, was that “regional

policy was probably secondary” to a focus on “strengthening the City [of London]”.

It was not that these issues were not known to previous governments; interviewees empha-

sised that more ambitious and targeted investment in regional strengths was not only possible
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but actively urged at the time. As former Bank of England Deputy Governor Paul Tucker put
it, there was “a tremendous” missed opportunity to leverage the “strong universities in the

North”.

Yet, despite that, competing calls on resources prevented the rebalancing and ambition
needed. The under-investment was especially stark in infrastructure and the broader “supply-
side” elements that underpin regional mobility and participation. Ruth Kelly recalled that dur-
ing her tenure there was “not much appetite” for high-speed rail or serious transport integration
for left-behind towns - partly due to the belief that better links would allow residents to move
away rather than build up local opportunities. Meanwhile, as Kitty Ussher noted, crucial en-
ablers of regional development like affordable childcare and sustainable commutes were ne-

glected, even as central government fixated on “trains” as the default growth policy.

Together, these candid reflections expose a systemic blind spot that appears to be repeating

itself: the UK’s most powerful economic levers are not being pulled.

Finding Three: The UK government in Whitehall has relied too heavily
on centralised approaches to driving up productivity and delivering
more balanced regional growth in England:

For decades, interviewees told us, government in Whitehall has leaned too heavily on central-
ised levers to boost productivity and rebalance regional growth. Former ministers, officials,
and regional leaders told us that this reliance stifled both local initiative and the potential for
sustained place-based development. Although interviewees favoured greater decentralisa-
tion, few advocated for full federalism - instead they highlighted how deep-rooted distrust of

local government has long underpinned Whitehall’s instinct to retain control.

Past governments came in with commitments to devolve, but urgent political and fiscal prior-
ities — tackling poverty in 1997, austerity in 2010, or international crises — meant ministers
reached for levers they could pull immediately from the centre. Administrative logics then
reinforced this: once central targets were set, more power flowed back to Whitehall. The op-

portunity cost was neglect of the hard, slow work of building institutions for regional growth.
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Once national targets were set, centralisation took on its own logic. Gordon Brown reflected:
“Once you set up targets and make that your defining criterion for success, inevitably it will push you

towards a greater degree of centralisation... that was why everything went through the centre.”

Even when regional reform was a manifesto pledge, lack of united Cabinet backing diluted
ambition. The case of the Regional Development Agencies (RDAs) exemplifies this. While La-
bour’s 1997 manifesto pledged to empower RDAs, Cabinet papers show key figures - includ-
ing Tony Blair and Peter Mandelson - arguing that RDAs should be kept “small” and denied
budgets that could shift power away from London. Under pressure from senior ministers and
the Treasury, skills were stripped entirely from the RDAs’ remit, despite John Prescott’s and
Gordon Brown’s objections. As one Treasury official put it: “The government should not... give

away budgets which enable central government to achieve its objectives”.

These dynamics persisted across time. New Labour, the Coalition, and later governments all
struggled to align departmental priorities around devolution - as seen in the ongoing tension
between national technology strategies and local innovation plans today. Without sustained,
cross-cabinet leadership, regional growth was repeatedly crowded out by politically “safer,”

centrally managed programmes.

Governments also justified bypassing regional and local institutions on grounds of perceived
political hostility or administrative weakness. Competitive bidding for small, ringfenced
funding pots became the norm: a pattern that fragmented local authority capacity and wasted
resources. Tom Riordan, then-CEO of Leeds City Council, explained the centralising force of
Westminster’s accountability culture: “Regularity and propriety runs through Civil Servants like a

stick of rock: the worst thing that can happen to you is being called to the Public Accounts Committee.”

Some interviewees pointed to deeper roots. Diane Coyle argued that the UK was “the only
country that bought thoroughly into Thatcherite [anti-state] ideas, without having the local and re-
gional institutions or political structures that mitigate against that.” Bev Hughes, a minister in the
2000s and later Greater Manchester’s Deputy Mayor, echoed this, noting a “profound” imper-

ative to “keep central control” at the expense of building long-term regional institutions.

Many interviewees called for a cultural reset in Whitehall - to move beyond "London-first"
thinking. Paul Tucker noted the widespread sense that “things are decided in London,” while

Bev Hughes described trying to bring ministers north as “like going to outer space.”
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Finding Four: Continued policy instability has led to endemic short-
termism and damaged policy outcomes:

Frequent shifts in priorities and institutions, particularly following changes of government,
had undermined progress. Interviewees argued that greater stability and stronger accounta-

bility to local communities, rather than just ministers, were needed.

This issue was made worse by each government’s own insistence on putting its stamp on
things: A principle that is best summarised by John Tomaney’s explanation that: “One of the
problems about living in an elective dictatorship is that governments just come in and decide what

theyre going to rip up from what’s been established by the previous government.”

There are some marked changes and promising signals under the current government, but
still significant caveats. On the one hand, it has continued the course set by the previous ad-
ministration of resetting the relationship with local and regional government and empower-
ing local leaders and Mayors to make decisions on housing, transport, skills and infrastruc-

ture.

However, there are reasons to remain cautious, as the approach (and in particular the funding
picture) is still “ad hoc and episodic” with legitimate ongoing concerns about genuine power

transfers and long-term stability.

Finding Five: Sustained, top-level political will and leadership is neces-
sary to overcome Whitehall's centralising tendencies and empower local
government:

Cabinet politics were crucial. Sir John Armitt argued that delivering regional growth required
a “team effort” focused on shared goals, not individual departments competing for influence -
but ultimate success hinged on leadership from the top. Richard Caborn noted how John Pres-

cott, as Deputy Prime Minister, pushed regional reforms through Whitehall.

Treasury backing was also essential. As Richard Caborn put it, only the Treasury could give
“firepower around the cabinet table” to drive regional priorities. Hazel Blears added that making
progress required speaking “Treasury language,” especially in areas like health and local gov-

ernment.
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Yet support from other departments mattered too. Ruth Kelly recalled persistent cabinet divi-
sions over how much freedom local authorities should have, especially in education - a divide

that continues to hamper government today.

Without consistent Prime Ministerial and Chancellorial support, even well-intentioned initi-
atives faltered. The late Bob Kerslake warned how cabinet committees could “wither away”
without top-level drive, while the Manchester devolution deal succeeded largely because

George Osborne championed it personally.

Finding Six: Current cross-party support for the Combined Authority
model in England means the institutional basis for regional growth is
stronger than it has been for a long time — if we can forge a lasting cross-
party consensus:

Interviewees agreed that Combined Authorities and the wider English devolution framework
now provide a more durable institutional base for regional growth than anything seen since
the 1970s. With support from both major parties, these structures have the potential to foster
long-term investment, build local capacity, and anchor economic strategy in regional identity
as well as national policy. But interviewees were clear that lasting success depends on sus-
tained political consensus, credible regional institutions, and support rooted in regional iden-

tity as well as national politics.

History offers cautionary lessons. The UK has been experimenting with regional policy for
nearly a century - from the 1934 Special Areas Act, through the Thatcher and Blair eras, to the
post-2010 “levelling up” agenda. Our research highlights key transition moments in 1979,
1997, and 2010, where national priorities shifted and the momentum for devolution was set
back. What these periods reveal is that regional growth is especially vulnerable to political

upheaval when it's not embedded in durable, cross-party structures.

Conclusion: consistent regrets for early inaction

Regional growth has tended to lose out to central priorities in the early years of a parliament,
as ministers seek to deliver with the centralised tools already to hand. As we set out in the

next chapter, the Starmer Government was arguably little different. The creation of Skills Eng-
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land, while promising in intent, risks consolidating responsibility at the centre. The abolition
of NHS England and the halving of Integrated Care Board budgets likewise shift authority
away from local health strategy bodies towards central command. The risk is that, by reaching
for the familiar, ministers undercut their own stated ambition for stronger local growth insti-

tutions.

Second, early attempts at devolution have often faltered in the face of divided cabinets. We
saw this in 1997-98 when New Labour struggled to align skills and regional policy, and again
in 2010-11 when the Coalition was unable to agree a coherent local growth strategy. Similar
tensions are present today. The Department for Science, Innovation and Technology has pri-
oritised national programmes in technology and Al, with little regional engagement, while
other departments continue to guard their turf. Without a clear shared Cabinet ambition, re-
gional policy risks being crowded out by other priorities - or worse, slipping back into the

incrementalism of centrally managed missions and targets.

Third, when ministers eventually recognise the need for stronger regional institutions and
genuine central-local partnerships, they encounter Whitehall resistance to devolving power
to bodies seen as unproven or politically inconvenient. Here the government has learned les-
sons from history. By avoiding the Coalition’s dismantling of inherited institutions, it has pre-
served a foundation for deeper devolution. But that choice will only matter if it is followed by
bolder steps to strengthen and empower those institutions, rather than allowing them to

wither on restricted budgets and limited responsibilities.

One broader lesson from our historical research is that every generation of ministers has
looked back with regrets: above all, that they were not bigger and bolder earlier in their terms.
The next Government could still avoid that fate, but doing so requires not just policy changes
but shifts in culture and tactics - more engagement with local leaders, a greater willingness to
take risks on decentralisation, and a shared Cabinet commitment that survives ministerial re-
shuffles. The political context makes this harder. New Labour could pursue devolution on the
assumption of Labour dominance in Wales, Scotland and London - to the point of designing
electoral systems that worked against its own short-term advantage. Today’s ministers face
the opposite problem: sustaining enthusiasm for devolution when it may empower their op-
ponents, as with Reform mayors in the East Riding and Greater Lincolnshire. That is the test
of whether this generation of leaders can finally break the cycle of early caution, central drift

and eventual regret that has defined Britain’s regional policymaking since 1979.
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CHAPTER THREE: A stocktake of progress

Our third paper, "A Growth Policy to Close Britain’s Regional Divides: What Needs to Be Done"
was published prior to the 2024 general election to make the economic case for action; and to
integrate the first two papers examining the structural constraints, and the political and insti-
tutional barriers to reform. In that paper we identified four questions that any incoming gov-

ernment would have to confront:

1. GROWTH PLAN: What are the most important policy levers for growth in the English
regions, and what is the right level for decision-making?

2. DEVOLUTION: Where decentralisation is part of the answer, what model should we
adopt?

3. REFORM THE CENTRE: How much should Whitehall drive institutional reform in
England to make any map of government comprehensive?

4. FUNDING: How do we fund a more decentralised government — balancing equity

with incentives?
In response, we set out ten recommendations (listed in full in Appendix A).
In their 2024 manifesto, the Labour Party set out their proposals across all four areas.*

On growth, Labour placed “a new statutory requirement for Local Growth Plans” at the centre
of its approach. Local leaders, working with employers, universities and colleges, would set
long-term priorities for sectors and infrastructure, “align[ed] with our national industrial
strategy.” Labour presented a series of policies with a distinctive regional angle. On transport,
they pledged that “Great British Railways will deliver a unified system... [with] mayors
hav[ing] a role in designing the services in their areas,” while on buses Labour promised “new
powers for local leaders to franchise local bus services,” lifting the ban on municipal owner-
ship and enabling mayors to build integrated systems. On housing and the green transition,
the manifesto pledged that “all Combined and Mayoral Authorities [must] strategically plan
for housing growth,” backed by new planning powers and flexibilities. It also committed to a
Warm Homes Plan offering “grants and low interest loans” for insulation, solar panels, bat-
teries and low-carbon heating, delivered in partnership with local and devolved authorities.

Skills and employment support were earmarked for further devolution. Labour promised to

19 The Labour Party (2024), Change: Labour Party Manifesto 2024, June 2024.
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devolve adult skills funding to Combined Authorities, with Skills England coordinating across
areas, and to ensure its new Jobcentre Plus system “partner([s] effectively with devolved pro-
vision” across the UK. On homelessness, it promised “a new cross-government strategy,

working with Mayors and Councils.”

On devolution, the manifesto was decisive: Labour committed to “deepen devolution settle-
ments for existing Combined Authorities” and “widen devolution to more areas,” with pow-

ers over transport, housing and planning, skills and employment support.

It set out plans for a reform of the centre, too. The manifesto promised “a new Council of the
Nations and Regions” bringing together the Prime Minister, devolved First Ministers, and

English mayors.

Finally, on funding, Labour promised to “review the governance arrangements for Combined
Authorities” to unblock decision-making, and to provide “integrated settlements for Mayoral

Combined Authorities that can show exemplary management of public money.”

Since taking office, the Labour government has sought to translate this Manifesto into practice.
Below we take stock of progress so far and consider how far the government’s actions go in
matching the scale of ambition that we recommended prior to the election. We assess that four
are off track (Red); on three there has been mixed progress (Amber); and three are on track

(Green).

Recommendation 1: The UK should develop a Growth and Productivity Strategy and stick to
it. The Strategy should be: driven by the centre of government; regularly reported against in
the Budget process; led by the Prime Minister and the Chancellor; and delivered locally where

possible. It should put raising national and regional growth and convergence front and centre.

Our verdict

OFF TRACK The government has not produced a coherent, whole-of-government Growth and Produc-
tivity Strategy, setting out binding national commitments with regional delivery mechanisms. Early
announcements were fragmentary (the Modern Industrial Strategy, the Ten Year Infrastructure Strat-
egy) or maintained a “Golden Triangle” focus on the greater South East of England; and the links be-
tween Local Growth Plans or other ambitious bottom-up plans such as the Northern Investment Pro-
spectus and different national plans remain unclear. More recent efforts from the Treasury - a Northern

Growth Strategy; a commitment to set out national spatial priorities through the new National Infra-
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structure and Service Transformation Authority - suggest a potential step in the right direction, but
there remains no underlying theory of growth nor a central sense of how the different economies of the

UK relate to one another.

We should begin by asking first what has actually happened to regional growth and employ-
ment in the government’s first two years. National growth has stayed weak by historical
standards, and the productivity gap that drives Britain’s regional divides has not visibly
closed. The most recent sub-regional figures hint at a continued but uneven compression of
measured inequality: the ONS’s 2025 estimates show London’s productivity slipping further
below its pre-pandemic trend even as the East and South East hold up, so the gap narrows as

much through the capital’s underperformance as through any catching-up elsewhere.?

There remains a notable absence of an overarching Growth and Productivity Strategy setting
out clear national objectives, a shared diagnosis of the problem, and a credible framework for
delivery - particularly for regional growth. Ministers have published a wide range of growth-
related policies, but these are distributed patchwork across speeches, strategy papers and de-

partmental announcements rather than brought together in a single, coherent plan.

The Modern Industrial Strategy, the “Kickstarting Economic Growth” missions, the Industrial
Strategy Green Paper, and the Ten Year Infrastructure Strategy and the wider Spending Re-
view narrative all present themselves as pieces of the same puzzle, but at present those pieces
do not fit together into a coherent whole. They emphasise the importance of innovation and,
in some cases, spatial clusters of economic activity, but take a mixed position on issues such
as competition (with some efforts being made to relax competition policy-related constraints
for incumbent firms). That underlying UK-wide theory of growth is in our view in tension

with recent work on the importance of dynamism in driving growth.?!

Most fundamentally, it is unclear where responsibility for a regional growth strategy actually
sits. The Modern Industrial Strategy is presented as “central to the growth mission”, but it is
only one component of a broader agenda, not the strategy itself. Nowhere has the government

set out how industrial policy, infrastructure investment, skills, labour market policy and de-

20 Office for National Statistics, ‘Regional and sub-regional labour productivity, UK: 2023’, 2025; and B.
van Ark, ‘UK Regional Productivity: Insights from the 2025 ONS Sub-Regional Estimates’, The Produc-
tivity Institute, 2025.

21 See e.g. Turner, D., Spencer, H., Pamilih, J., Doshi, V. & Balls, E. (2024). What are the policy lessons
from “Bidenomics”? Contemporary Social Science, 20(2-3), 358-389.
https://doi.org/10.1080/21582041.2025.2572484
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volution are meant to combine into a unified approach to raising productivity and narrowing
regional disparities. The ascent of regional mayors risks being seen as an alternative to a clear
Whitehall regional policy, rather than a complement - in contrast to, for instance, the close
working relationship between Regional Development Agencies and the Department for Busi-

ness and Trade in the 2000s.

The absence of a clear diagnosis for regional economic weakness is particularly striking. Min-
isters have not set out a consistent narrative on why UK growth has underperformed over the
past decade. The Chancellor’s “scene setter’ speech ahead of the 2025 Budget introduced a
clearer story about stop-go public investment, including in the regions, but did not link it to
the economic case for devolution made in the December 2024 English Devolution White Pa-
per. The contrast with the 2022 Levelling Up White Paper is instructive: whatever its flaws,
that document at least offered an explicit analytical framework and a set of statutory missions.
Without a shared diagnosis of what has gone wrong, the rationale for policy choices remains

unclear, and the strategy lacks a motivating core.?

The government’s goals have also shifted in ways that add to the confusion. In December 2024
the pre-election missions were relaunched under the banner of ‘Kickstarting Economic
Growth’, redefining the central objective as ‘rising living standards’ rather than productivity
growth, and the Mission Delivery Unit was subsequently downgraded in the September 2025
reset of Number 10. Focus shifted from the regions — the emphasis of the December 2024
English Devolution White Paper — towards the Oxford-Cambridge corridor and the South
East in the Chancellor’s January 2025 growth speech, alongside AI Growth Zones beginning
with Culham in Oxfordshire. Further fragments appeared in the Budget's emphasis on ‘sta-
bility and investment’, but without clarity on how these objectives relate to one another or to

regional convergence.?

There has been, however, a course correction over recent months. Since the start of 2026 the
government has begun to set out a more explicitly regional story. The Northern Growth Strat-
egy — a ‘Case for Change’ in January 2026, followed by a ‘Next Steps” document alongside

the Chancellor’s March 2026 Mais lecture — draws directly on our own analysis of the binding

2 ‘Chancellor’s scene-setter speech ahead of Budget 2025, HM Treasury, November 2025. Accessible
here.

2 ‘Chancellor vows to go further and faster to kickstart economic growth’, HM Treasury, January 2025.
Accessible here.
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constraints on regional productivity and is built around growing the major northern cities,
industrial clusters and Northern Powerhouse Rail.?* The Treasury reports also articulate the
specific links between devolution, city-region growth, and the UK-wide productivity chal-

lenge. These are significant steps towards the place-based framework we called for.

The new National Infrastructure and Service Transformation Authority (NISTA) — estab-
lished alongside the Ten Year Infrastructure Strategy to bring infrastructure strategy and de-
livery together under HM Treasury — is developing a set of national spatial priorities, which
would co-ordinate decision-making across infrastructure sectors to facilitate development at
the most important growth and housing locations in key mayoral strategic authority areas. To
support this, NISTA is leading the development of the government’s national infrastructure
spatial tool, ALIGN: a single digital platform bringing together strategies, data and tools, in-
cluding Al, to identify local infrastructure needs and constraints (such as energy, water and
wastewater, transport, flood risk and digital telecoms) for housing, industrial growth and
land-use scenarios — with the aim of providing granular modelling outputs to strengthen the
local evidence base for place-based infrastructure investment decisions. Taken together with
the Treasury’s sponsorship of the Northern Growth Strategy and the expanding role of its
officials at the Darlington Economic Campus, these are the institutional building blocks from
which a genuinely spatial national strategy could be assembled. But they remain, for now,
commitments to co-ordinate rather than a strategy itself — and the National Audit Office has
warned that delivery will depend on better cross-government working and a closer tie to the

wider economic strategy than has so far been shown.?

Although ministers frequently reference the importance of place, there is little evidence that a
genuine “spatial mindset” has been embedded across government. The Mansion House
speech on financial deregulation, the Industrial Strategy Green Paper’s proposals for sector
councils and Local Growth Plans, and the Ten Year Infrastructure Strategy all claim to articu-
late a spatial vision. Yet none of these documents contains new, binding regional commit-
ments or clear mechanisms for shifting investment patterns. Regional growth is acknowl-

edged rhetorically, but concrete plans and trade-offs remain absent.

2+ Northern Growth Strategy: Case for Change (January 2026) and Next Steps (March 2026), HM Gov-
ernment.
5 National Audit Office, commentary on Northern Powerhouse Rail, March 2026.
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There is also a lack of bottom-up input into national decision-making. Whitehall inertia has
been counterposed, in part, by ambitious Local Growth Plans set out by Mayoral Strategic
Authorities. The January 2026 Greater Manchester Local Growth Plan, for instance, sets out a
clear theory of growth around knowledge-intensive business led growth and agglomeration,
enabled by local and regional institution building. It cross-references to existing Combined
Authority investment pipelines and sectoral strategies with a view to attractive a further £10bn
of investment into priority sectors.?¢ But success in Greater Manchester and elsewhere is most
likely where there is partnership between Whitehall (on issues such as trade, inward invest-
ment and innovation) and Strategic Authorities. While Local Growth Plans are referenced
across multiple documents, there is no mechanism for integrating them into a binding national
framework. Without such integration, there can be no credible system for aligning local pri-
orities with national objectives, nor for ensuring that regional delivery genuinely shapes cen-

tral policy choices.

Taken together, these shortcomings point to a deeper problem. The Labour government has
adopted the language of regional growth, but has so far avoided the structural reforms re-
quired to deliver it. In place of a single, binding Growth and Productivity Strategy - driven
from the centre, reported through the Budget, and delivered locally - it has produced a frag-
mented series of initiatives. The redefinition of the growth mission away from productivity,
combined with the early concentration of investment in the South East, undermines the cred-
ibility of its commitments. Promises on devolution and infrastructure remain thin on fiscal
substance. Our conclusion is that the government has yet to demonstrate real seriousness in

closing Britain’s regional divides.

Recommendation 2: The Growth and Productivity Strategy should focus on the drivers of

productivity in each region and nation. Specifically:

Investment in transport infrastructure and public transport services to raise effective
density for city regions; The UK has spent less on transport than G7 peers and needs
increased transport capital for local rail/tram networks and undergrounds; better bus

services; and denser housing near transport hubs.

2 Greater Manchester Combined Authority, Greater Manchester Local Growth Plan, January 2026.
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More investment and geographic spread in the UK’s innovation infrastructure with a
greater focus on innovation hotspots across the whole country. Capitalise on the
broad regional spread of university and private sector science and innovation through
improvements to university-industry collaboration, with more funding to the Cata-
pult Network to support spin-outs; and a network of Regional Equity Investment
Funds endowed by government through the British Business Bank targeting scale-up

firms. These Funds should have an explicit, high risk appetite.

Sub-regional skills planning, backed by Whitehall funding, to deliver high wages and
faster growth for the UK’s firms. Recent years have seen post-16 education funding cut
by 16% from 2013/14 to 2019/20. Devolved policymakers should engage employers to
address local labour shortages and to support growth of high-productivity, high-pay
work; identifying sectoral shortages; and investing in human capital (particularly to

improve STEM skills and address shortage occupations).

Sub-regional bodies (Combined Authorities) should be required to adopt a statutory
spatial economic development strategy, which local spatial development plans
should conform to. These strategies should be agreed by a qualified majority vote of
local authorities, and should include plans for infrastructure including transport, en-
ergy and water, and an overall housing target. If they can’t agree, mayors should have
the power to impose a plan. Mayors should be able to "call in” decisions from local

authorities if they do not conform to the spatial development strategy.

Our verdict

MIXED PROGRESS We identified skills, innovation, transport, housing, and business investment as the

binding constraints holding local economies back. Government has stabilised capital spending as a

share of GDP (raising the overall level of capital spending by £120bn) after inheriting planned cuts, and

made progress by doubling city-region transport spending and pushing on with planning reform. But

spending on skills, local growth, housing programmes and innovation is flat or falling, creating a dis-

connect between rhetoric and practice.

As the government has not set out a formal Growth and Productivity Strategy, we have to

infer its preferred policy levers from other policy statements and from the revealed preference

of its spending choices.
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The English Devolution White Paper points to transport and local infrastructure, skills and
employment support, and housing and strategic planning as the margins that need to be
moved to raise regional growth, devolving them to mayors and Strategic Authorities through
consolidated funding pots.?” The Modern Industrial Strategy locates growth instead in eight
high-potential sectors — from advanced manufacturing and life sciences to clean energy, dig-
ital and financial services — and in the foundations beneath them: access to finance, skills,
innovation, cheaper energy and faster planning.?® The Chancellor’s second Mais lecture,
meanwhile, emphasises innovation, R&D investment and the diffusion of Al, alongside her
proposals on a closer trading relationship with Europe — as well as fiscal powers and invest-
ment funds for mayors.?” While not always consistent in their emphasis with one another, the
government’s papers do broadly emphasise the same levers we identified in our work as driv-

ers of growth.

In the absence of a consistent or clear narrative, we can evaluate the government’s actions by
the spending trade-offs they have made; or on other flagship policies that materially reshape

economic incentives (such as planning reform).

The government's 2024 Budget, subsequent Spending Review and the 2025 Budget marked a
mixed start. On paper they significantly raised the overall capital envelope, adding around
£120 billion across the parliament and lifting public investment to roughly 2.6 per cent of GDP,
compared with the 1.7 per cent trajectory it inherited — an additional £33 billion a year by
2029/30.

Day-to-day (resource) budgets rise by only about 1.7 per cent a year in real terms, the NHS
absorbs roughly 90 per cent of that increase, and eight departments face real-terms cuts by
2028-29.% The capital rise is genuinely large, but around half of it goes to defence, *' and the
priority areas for regional growth fare worst within the envelope: transport's resource budget

is cut, science capital is held broadly flat, and the budgets that drive local growth — MHCLG's

2 Ministry of Housing, Communities and Local Government, English Devolution White Paper: Power
and Partnership — Foundations for Growth (December 2024).

28 HM Government, The UK’s Modern Industrial Strategy (June 2025).

2 Rachel Reeves, Mais Lecture 2026: “The Active and Strategic State’, Bayes Business School, City St
George’s, University of London (March 2026).

% Institute for Fiscal Studies, ‘Spending Review 2025 — an initial response’, June 2025. Accessible here.
31 Philip Brien, ‘Spending Review 2025: A summary’, June 2025, House of Commons Library.
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housing, regeneration and place programmes — are squeezed (the detail is set out below). %
Symbolically, the 2025 Local Growth Fund is limited to Mayoral Combined Authorities and,
at £225 million, is around 60 per cent smaller than the UK Shared Prosperity Fund it replaces,
which was itself 43 per cent smaller than the European Structural Funds before it.33 As well as
this dramatic fall in the quantum of dedicated regional spending, non-mayoral areas that pre-
viously received significant funding — most notably Cornwall — are now left out altogether.
Part of the explanation is that these programmes are not separate envelopes: the Local Growth
Fund and the neighbourhood-level Pride in Place programme (discussed under Recommen-
dation 3) are drawn from the same local growth pot, so the welcome expansion of Pride in
Place has been funded, in part, by the contraction of flexible local growth funding described

here.

Within that total capital spend of 2.6 per cent, overall capital spending on transport, business,
energy and other economic categories averages around 1.8 per cent of GDP over the SR25
period. This is historically high by UK standards and has rightly been described by the Reso-
lution Foundation as the highest sustained level of public investment in economic infrastruc-
ture since the mid-1950s. However, it remains below the previous SR24 peak of 1.9 per cent of
GDP and is projected to decline gradually as a share of the economy over time. Crucially,
much of the additional spending has been directed towards core public services and basic
infrastructure rather than the specific drivers of productivity growth, leaving the settlement

weakly aligned with the government’s stated growth objectives.3*

Transport is where the government deserves most credit. The Spending Review made a gen-
uine, deliberate shift of capital toward the northern city regions: the Transport for City Re-
gions settlement rises from £5.7 billion (2022-27) to £15.6 billion (2027-32), more than dou-
bling real-terms city-region transport capital, with £2.5 billion for Greater Manchester alone.
This is the right direction. But it is modest against the scale of the problem: the National In-
frastructure Commission has estimated a gap of some £200 billion over twenty years for

transport upgrades outside London, against which a £15.6 billion settlement, however wel-

32 Resolution Foundation, ‘A healthy State? Putting the 2025 Spending Review under the microscope’,
June 2025; and HM Treasury, Spending Review 2025 departmental DEL tables. Accessible here.

3 House of Commons Library, Local growth funds (CBP-9460).

3 Resolution Foundation, Spending Review 2025 analysis.
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come, is only a down-payment.® The current-spending picture is different. Day-to-day DfT
budgets are being cut by around 5.4 per cent a year in real terms as pandemic-era rail subsidies
wind down, leaving per-capita DfT spending about 4.1 per cent lower in 2029/30 than in
2023/24. But the regional impact of that cut is mixed rather than simply regressive: transport
current spending is the most London-skewed line in the budget — dominated by Transport
for London and South-East commuter rail — so trimming it does not fall hardest on the re-
gions. Headline capital figures are likewise skewed by HS2, where spending falls by around
40 per cent over the period following the cancellation of the northern leg, freeing capital for

other schemes and lifting non-HS2 transport investment by around 16 per cent in real terms.

Innovation spending presents a more muted picture. The Department for Science, Innovation
and Technology’s resource budget is rising strongly - by around 7.4 per cent per year in real
terms - but this largely reflects higher operating and programme costs rather than investment
in physical research and innovation infrastructure. In capital terms, science spending is essen-
tially flat in real, per-capita terms, growing by only around 0.5 per cent per year. Redirecting
spending towards schools and hospitals has further reduced the share going into productiv-
ity-enhancing investment, with the OBR warning that this shift risks crowding out private
capital. Despite the creation of a single National Wealth Fund, the emphasis has been on in-
stitutional simplification rather than a decisive increase in the scale or regional reach of inno-
vation capital. The government deserves credit for steps towards regionalising innovation
funding: the £500 million Local Innovation Partnerships Fund, created under the Modern In-
dustrial Strategy to back regional clusters, which in June 2026 the government committed to
devolve to Established Mayoral Strategic Authorities from the next Spending Review — the
first meaningful transfer of innovation funding into mayoral hands, and a template that core

UKRI budgets should follow.

Housing and local growth budgets remain the most constrained part of the settlement. By the
end of the period, spending by MHCLG will still be around 50 per cent below its 2010 level in
real terms. Capital funding for housing is effectively flat in cash terms, amounting to a real
per-capita cut of around 1.4 per cent per year. The new Social and Affordable Homes Pro-
gramme is a partial exception — £39 billion over ten years, with annual spending rising to £4

billion by 2029-30, the highest since the New Labour era, though still below the 2010 peak of

% Spending Review 2025 confirmed a £15.6bn Transport for City Regions settlement for nine mayoral
authorities over 2027-32, additional to £5.7bn for 2022-27 — more than doubling real-terms city-region
transport capital by 2029-30; e.g. £2.5bn for Greater Manchester.
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£4.25 billion in today’s prices. So too is the creation of a new public financial institution for
housing: the National Housing Bank, announced in June 2025 as a permanent subsidiary of
Homes England and capitalised to £16 billion, is intended to de-risk complex sites, support
SME builders and crowd in an estimated £53 billion of private investment towards the deliv-
ery of more than 500,000 homes.3 Whether it changes outcomes will depend on the scale and
risk appetite of its lending rather than its institutional form. This expansion has come at the
expense of wider local growth, housing infrastructure and place-based regeneration pro-

grammes, where funding has been reduced or allowed to wither.%

Table 2: Changes to spending trajectory by Budget 20253

Historical & international con- | Recent & planned (real, per head) Direc-

text tion

Overall UK government investment sat +£120bn over the parliament; ~2.6% of GDP (from | A Up,
publicin- | in the bottom quarter of the the 1.7% inherited), ~£33bn more a year by 2029- | but
vestment | OECD (around 23rd-27th of 30) | 30 — lifting the UK toward the OECD median, skewed
through the 2010s, and publicin- | though below the SR24 peak (1.9%) and easing toward
vestment has averaged roughly | thereafter. Defence capital spending makes up ::f:rl::ls
2% of GDP since the 1980s; the the largest share of the uplift.
SR25 level is the highest sus-
tained economic-infrastructure
investment since the mid-1950s.
Transport | The UK has long spent less on A welcome shift of capital to northern city re- A capital
transport than its G7 peers; the gions: city-region transport (TCR/CRSTS) rises _—
NIC’s Second National Infra- from £5.7bn to £15.6bn, almost tripling — but far cource
structure Assessment put the below the NIC gap. Resource spending falls

gap at ~£200bn over 20 years for | ~5.4%/yr as pandemic rail subsidies unwind (per-

transport outside London. capita DfT —4.1% by 2029-30), a cut whose re-

3% Ministry of Housing, Communities and Local Government and HM Treasury, ‘National Housing
Bank and new capital grant funding’, written statement HCWS712, 18 June 2025. Accessible here.

% The Productivity Institute, November 2025; analysis of MHCLG capital trends.

3% Sources for Table 2: HM Treasury, Spending Review 2025 and Autumn Budgets 2024 and 2025;
Transport for City Regions / City Region Sustainable Transport Settlement allocations; Resolution
Foundation and Institute for Fiscal Studies Spending Review analyses; The Productivity Institute,
‘Budget 2025: Hyperactive Incrementalism and the Missing Long View’, November 2025; and HM
Treasury Country and Regional Analysis, November 2025. Figures use planned (Red Book) spending
where available; directions are real-terms and per head.
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The result, as set out in figure 1 below, is that transport and local growth budgets overall are
stagnant following a decade of growth after the austerity of the early 2010s. Science and tech-
nology spending is rising, but much of that is for the operating budgets of the department or

research establishments rather than (capital) grants to firms or universities.

Figure 1. Real per capita housing and transport budgets are flat, while

the rising science budget hides flat science capital spend.?’

== Science & technology (capital)
=== Transport

Il 180 - === Housing & community amenities
=== ] 0cal government, England (excl. schools)
Science budget incl. resource (planned)

10-11  12-13 14-15 16-17 18-19 20-21 22-23  24-25 28-29

On the non-fiscal side of policy, there have been some positive steps on planning reform and
devolution. Forthcoming legislation will grant mayors additional powers over planning and
selected transport functions, and ministers argue that streamlining the planning system will
allow more to be delivered with existing resources. (Though there is still a debate about how
far the government should go, with Catherine Howard — the Chancellor’s advisor on the topic

—reportedly leaving government after just four months due to disagreements on how radical

3 Authors’ calculations from HM Treasury Country and Regional Analysis (CRA) databases (November
2013 to November 2025 editions) and PESA 2025; for each financial year the most recent CRA vintage
is used. Cash figures are deflated to real terms using the HM Treasury GDP deflator and expressed per
head — function totals divided by UK mid-year population, and the local-government line by England
population. ‘Local government’ is English local government excluding education, to net out the reclas-
sification of schools as academies. The dashed segments to 2028-29 are indicative directions from PESA
2025 departmental DEL plans (DSIT for science; DfT, including HS2, for transport; MHCLG Housing
and Communities for housing); the “science budget’ line is DSIT total spending and the “science capital’
line its capital component. Identifiable expenditure only.
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the eventual legislation should be.)* However, other critical levers remain untouched. Com-
bined Authorities are still not required to adopt statutory spatial economic development strat-
egies, inward investment has not been devolved as recommended by the Harrington Review,
and the broad-based investment programme spanning skills, infrastructure, housing and net

zero that we called for is still absent.

Taken together, these choices leave national spending and policy initiatives misaligned with
the binding constraints facing regional economies. Headline capital spending is high by his-
torical standards, and city-region transport investment has been strengthened as HS2 winds
down. But innovation capital is stagnant, housing and local growth budgets are being
squeezed, skills policy remains over-centralised, and spatial coordination is weak. The net
effect is that government policy has edged towards addressing the UK’s regional productivity
gap, but it still falls well short of the scale, balance and ambition required to close it or to

reverse long-standing spatial inequalities.

Recommendation 3: Local authorities should drive comprehensive investment in social infra-
structure for all places and communities — delivering social as well as economic renewal —

through a local plan for public services.

Our verdict

MIXED PROGRESS The government has scaled up its flagship “Pride in Place” programme to £5bn
across 339 communities across the UK, as well as trialling “Test, Learn and Grow’ pilots for reform and
expanding the mandate of Mayors into public service reform. Reforms to Special Educational Needs
and Disabilities (SEND) funding mark a further step forward. But social care and emergency accom-
modation continue to pile pressure on councils that lack the capacity to fix the broken markets beneath

them.

The clearest change since our last paper is the scaling-up of the government’s flagship social-
renewal programme. What began as a series of small neighbourhood pots had, by early 2026,
become the Pride in Place programme: an £800 million expansion announced by the Prime

Minister in February 2026 took it to some £5 billion across around 339 communities, with up

4 ‘Reeves’s planning overhaul stalls as senior adviser quits after four months’, The Guardian, 14 De-
cember 2025. Accessible here.
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to £20 million per area channelled through resident-led Neighbourhood Boards.*' This is a
genuine and welcome commitment to social as well as economic renewal, and it is the main
reason our verdict has moved from red to amber. But the generosity has come at a price, and
the price has been paid from within the same budget: Pride in Place and the new Local Growth
Fund are financed from the same local growth pot, so the expansion of neighbourhood fund-
ing has been achieved at the cost of the flexible local growth funding discussed under Recom-
mendation 2, rather than through new money for places overall. We defer the question of the

wider funding-formula settlement to Recommendation 9.

Alongside this, there are early signs of renewed interest in neighbourhood renewal and civic
pride: the Devolution White Paper included a commitment to consolidate levelling up policies
into a refreshed New Deal for Communities, and the Secretary of State for MHCLG has ex-
plicitly revived the language of neighbourhood renewal in response to the social unrest seen
in 2024. Other initiatives, including the abolition of the National Citizen Service and the July
2025 announcement of a new civil society compact and a social outcomes impact investment
fund, point to a growing recognition that social infrastructure, belonging and “pride in place”
matter for national resilience. This has slowly gained momentum, evolving by September 2025

into an integrated, larger scale Pride in Place programme announced by the Prime Minister.*?

It is instructive to compare Pride in Place with its closest predecessor, the New Deal for Com-
munities of 1998-2011. The New Deal funded 39 partnerships at an average of around £50
million each — roughly £78 million in today’s prices — across a broad front spanning jobs,
education, crime, health and housing. Pride in Place reaches far more communities but with
much less money per place, and a narrower focus on physical regeneration and community
empowerment rather than the full suite of services.® It is, in short, more communities, less
money, and more civic and community-led than capital-led — a reasonable design choice, but

one that should not be mistaken for a structural fix to local government finance.

Reform of provision for children with Special Educational Needs and Disabilities marks a fur-

ther step. The Schools White Paper of February 2026 promised some £7 billion more for SEND

4 HM Government, Pride in Place Strategy; Prime Minister’s announcement of the £800m expansion,
February 2026.

2 HM Government, Pride in Place Strategy. Accessible here.

# Department for Communities and Local Government, The New Deal for Communities Programme:
Final Assessment, 2010; and A. Hastings, N. Bailey, G. Bramley, M. Gannon and D. Watkins, ‘The cost
of the cuts: the impact on local government and poorer communities’, Joseph Rowntree Foundation,
2015.
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by 2028-29, including £3.7 billion for 60,000 new specialist places and £1.8 billion over three
years for an ‘Experts at Hand” programme, while deferring changes to Education, Health and
Care Plans until at least September 2030.4 That additional money matters, but it lands on a
system the Institute for Fiscal Studies judges to be broken. Spending on pupils with special
educational needs rose by 59 per cent — around £4 billion — between 2015 and 2024, yet still
failed to keep pace with need: council high-needs deficits reached roughly £3.3 billion and, on
the IFS’s projections, could exceed £8 billion by 2027 without reform, with much of the growth
driven by placements in independent special schools, where fees have risen by 138 per cent
since 2015 to at least £1.8 billion, at an average of £61,500 per place against £24,000 in the state
sector.® High-needs deficits are now one of the single largest pressures on council budgets,
and the statutory override that has kept them off balance sheets is due to expire in March 2026;
additional funding here matters for local government stability as much as for children, but
deferring reform of Education, Health and Care Plans leaves the underlying cost pressure un-

resolved.

These steps are welcome, but they start from an extremely low base. Since 2010, local govern-
ment funding has been cut by around 50 per cent in real terms, while costs have risen by
roughly 30 per cent since the pandemic. Even after recent uplifts, England’s local government
finance system remains in systemic crisis. Real-terms spending power is still around 10 per
cent lower than in 2010/11 - and around 18 per cent lower per person - at the same time as
statutory pressures have intensified. Adult and children’s social care, SEND provision, infla-
tion, unfunded workforce cost increases and the regressive nature of the council tax base have
left many councils operating on perilously thin margins. Section 114 notices, once exceptional,
have accelerated since 2018, reflecting structural weaknesses in the system rather than isolated

failures of governance.

The erosion of local fiscal capacity has profound consequences. Councils have been forced to
cut discretionary and preventative services to protect statutory provision, hollowing out the
very social infrastructure - youth services, libraries, neighbourhood amenities, skills support,

community development - that underpins community resilience and local pride. This, in turn,

# Department for Education, ‘Every Child Achieving and Thriving’ Schools White Paper, February
2026.

4 Institute for Fiscal Studies, ‘Spending on special educational needs in England: something has to
change’, December 2024; and ‘Support for children with disabilities and special educational needs’, IFS
Green Budget 2025. Accessible here.
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worsens inequality, weakens trust in institutions, and constrains the local economic ecosys-
tems needed to support productivity growth. Far from being peripheral, strong communities
and pride in place are essential to economic performance: they shape labour market partici-
pation, support local business formation, and sustain the civic institutions that make growth

inclusive and durable.

Yet current policy remains poorly aligned with this reality. Too often, the government’s re-
sponse has relied on piecemeal bailouts designed to avert immediate financial collapse, rather
than on the long-term renewal of social infrastructure. Broken markets in social care and hous-
ing remain largely unaddressed. The promised social care workforce strategy has been repeat-
edly delayed, SEND funding pressures continue to mount, and entitlement-driven costs rise
year after year without a sustainable funding settlement. In practice, the ambition to build
“strong communities by design” does not yet sit at the core of the government’s missions or

its Plan for Change, but appears instead as a by-product of other objectives.

These additions do not change the underlying picture: the work is incomplete and the base is
dangerously low. The Institute for Government’s Performance Tracker continues to show
acute and worsening pressure in adult social care and in temporary and emergency accom-
modation, where placement costs have risen faster than almost any other line in local budg-
ets.* Markets for social care and emergency housing remain broken beneath councils that lack
the capacity or the certainty to fix them. Further Section 114 notices remain plausible over the
next year or two, particularly among authorities with large high-needs deficits. Without struc-
tural reform — to council tax, to stable devolved revenue, and to the social care funding model

— local government will remain in crisis-management mode even as the new money flows.

Finally, there have been some attempts at institutional innovations around public service re-
form. Through 2025 Cabinet Office teams partnered with ten local authorities (and their asso-
ciated Mayors) to pilot new, collaborative approaches to public service reform which could
then be scaled across the country.#” Similarly, the English Devolution Act 2026 gave Mayors

extended mandates to promote public service reform in areas such as public health. But it

4 Institute for Government, Performance Tracker — adult social care and homelessness/temporary ac-
commodation.
4 Chloe Gill, “What is Test, Learn and Grow?’, Test, Learn & Grow, Gov.UK Blogs, June 2026.
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remains too soon to tell whether these initiatives will meaningfully expand reform of the local

state in the absence of bolder ambitions on preventative spending.

Recommendation 4: All parts of England should be covered by a tier of government between
local and national government, creating a devolved tier across the UK. English devolution

should be negotiated flexibly around a set of core principles:

Comprehensive: All parts of England should be part of a mid-tier structure (institution

tier between local and national government).

At Scale: The intermediate tier of government must be at a level larger than an upper
tier (metropolitan or county) authority. If it does not consist of multiple upper tier
authorities, it won’t deliver the coordination and scale benefits that make combined

authorities a success.

Single Point of Contact: The resulting political structure should have a single point of
contact for the UK government and local partners to engage with, such as a mayor or

first minister.

Collaborative: Collaboration is essential to deliver the decisions at the scale de-
scribed above. Aside from joining the mid-tier, government should encourage cross-
authority thematic regional bodies (e.g. the existing Transport for the North) to coor-
dinate policy efforts where appropriate — for example in health, skills, and infrastruc-

ture.

Accountable: Local and sub-regional oversight and accountability should be strong
enough to command credibility in the UK parliament, giving ministers and MPs the
assurance needed to “let go”. We support reintroducing a reformed Audit Commission;
encouraging parliamentary scrutiny of combined authorities; and more support for

sub-regional press and civil society.

Simple: Minimise the number of separate overlapping institutional structures, avoid-
ing the frictions that would be introduced by having three local tiers and deliver local
government unitarisation where possible. Meanwhile Whitehall should align other

structures (such as NHS bodies and police forces) with the new tier wherever possible.
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Our verdict

ON TRACK The English Devolution White Paper established a new legal category of “Strategic Author-
ity”, passed into law in April 2026 through the English Devolution and Community Empowerment Act,
with core design principles very close to those we proposed in our paper. This is ambitious and will
help build a cross-party consensus on devolution. Progress could be consolidated by reforms to align
other public sector boundaries with Strategic Authorities — there is a very real risk that new police and
NHS boundaries head in the wrong direction; and by promoting more advanced forms of local account-

ability in Combined Authorities.

Legislation has since been passed to give effect to these changes: the English Devolution and
Community Empowerment Act received Royal Assent on 29 April 2026, the most significant
local government legislation since the Cities and Local Government Devolution Act 2016.4
The Act creates the legal category of Strategic Authority and gives such Authorities wide-rang-
ing powers, in line with the 2024 English Devolution White Paper (which contains principles

for devolution closely aligned with those we set out).

While this is a major step forward, the eventual powers and resources available to Strategic
Authorities will determine whether they can genuinely drive productivity and renewal, or

whether they risk becoming another underpowered institutional layer.

We also recommended taking steps to simplify administrative boundaries, aligning other pub-
lic services with the mayoral sub-regions. There have been some steps towards integrating
services on a sub-regional basis — with the Mayors of Greater Manchester and South Yorkshire
being made chairs of their (geographically aligned) Integrated Care Boards in May 2026 — but
these are the exception rather than the rule. A piecemeal approach has been the norm. For
instance, the government's 10 Year Health Plan committed to making Integrated Care Boards
coterminous with mayoral strategic authorities "wherever feasibly possible”, but ICB reforms
are due to be complete by April 2027 while the ultimate map of England’s mayors remains
unknown, all-but-guaranteeing continued disconnect between health functions and mayors
in many regions. Similarly, a plan to merge England’s police forces into twelve “mega forces”
as a cost-saving exercise will further complicate the task of mayoral leadership in crime and

safety.

4 English Devolution and Community Empowerment Act 2026 (Royal Assent 29 April 2026).
Page 54 of 87



Recommendation 5: Government should invite all parts of England to develop an ambitious
proposal for future governance, with powers and resources delegated to all combined author-
ities able to demonstrate strong leadership, in line with our principles in Recommendation
Four. Plans should be finalised within a year of the next General Election; and implemented

by the end of the Parliament. No part of England should be allowed to be “left out”.

Our verdict

MIXED PROGRESS The pathway to a complete map of English devolution suffered a setback in the
recent English Devolution Act 2026. Government’s stated ambition was that no place be “left out”, but,
while this remains, it accepted a House of Lords amendment removing ministers” power to compel a
local authority to join a Strategic Authority. With that backstop gone — and mayoral elections slipping
from their 2026 timetable as well as mounting Labour backbench anxieties about empowering opposi-
tion politicians — there is no longer a clear path or mechanism to a ‘complete map’ of devolution by

2030.

The government initially committed (in the English Devolution White Paper of December
2024) to legislate so that ministers could direct a reluctant area into a Strategic Authority, end-
ing the voluntary principle that had governed English devolution for a decade. That backstop
has now gone. During the passage of the English Devolution and Community Empowerment
Actin April 2026, the government accepted a House of Lords amendment removing the power
to compel a local authority to join a Strategic Authority or to impose a mayor, and committed
not to use the residual expansion power for four years.* The stated ambition that no place be

“left out” is unchanged, but the mechanism to enforce it has been conceded.

Two further developments compound the risk. Mayoral elections for the first wave of new
areas have slipped from 2026 to May 2028 — covering Greater Essex, Sussex and Brighton,
Hampshire and the Solent, and Norfolk and Suffolk — with Cheshire and Warrington and
Cumbria seeking elections in 2027.%° And the devolution roadmap set out by the Communities
Secretary, Steve Reed, leaves a meaningful share of England — chiefly the areas that cannot

agree local reorganisation — without a clear timetable for coverage. The danger is precisely

4 English Devolution and Community Empowerment Act 2026; the Lords inflicted seven defeats on the
Bill on 23 April 2026 before it cleared on 28 April.
% Institute for Government, commentary on mayoral elections in the priority areas, 2026.
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the one we warned of in 2024: that places unable to get their act together are left behind, wid-

ening rather than narrowing the institutional gap between strong and weak local economies.>!

The government has also taken a clear position in favour of mayors, citing their effective lead-
ership. While this has been widely advocated for in some policy areas — such as in raising up
planning powers — the wider local government sector has been stung by references in the Eng-
lish Devolution White Paper to an ambition to “restore [local government] to being fit, legal,
and decent”. Accompanying moves to weaken the role of parish and district councils without
a strong hyper-local alternative, risks tilting the scales too far toward mayors at the expense
of other local institutions - leaving open questions about balance, legitimacy, and speed of

implementation.

Finally, even where local consent is secured the government may find that there are national

political barriers to expanding the geographic coverage of mayors.

Yet the deeper obstacle may prove to be political rather than legal. With opposition parties —
Reform in particular — well placed across much of England, many Labour MPs are increas-
ingly vocal about the risk of creating new mayoralties that their opponents may win. The
question, in other words, is less whether Whitehall will surrender the power to impose solu-
tions and more whether the governing party can accept that a durable devolution settlement
will sometimes hand power to its rivals. “Completing the map” now means building institu-
tions beyond the city-regions which have recently favoured Labour. But our analysis suggests
that devolution only succeeds when it is a bipartisan effort. Mayoralties held by opposition
politicians are evidence that the model is bedding in across parties, not a reason to slow its
expansion. And, at best, they are a locus for effective cross-party working in the interests of a
place, as the first wave of devolution deals under the Conservatives — knowingly empowering

Labour leaders in city-regions — have proven to be.

Recommendation 6: A Prime Minister-chaired Regional Growth Delivery Unit should be es-
tablished, managed jointly by the Cabinet office and HM Treasury. The Unit will be respon-
sible for holding Whitehall to account over delivery of the National Growth and Productivity

Strategy, issuing statutory progress reports at each fiscal event.

51 Institute for Government, ‘Mayoral elections in the priority areas’, 2026. Accessible here.
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Our verdict

OFF TRACK Despite the advice from many of our past practitioners, the institutions meant to drive
devolution from the centre are still not working effectively, with no central delivery infrastructure. Alt-
hough the Prime Minister now chairs a Council of Nations and Regions, stakeholders do not regard it
as effective — it has been described as lacking statutory teeth and operating as “a glorified talking
shop”. The Mayoral Council was sustained by the former Deputy Prime Minister, though HMT engage-
ment has risen recently. And the “missions’ apparatus inside Number 10 meant to drive reform was
quietly downgraded in September 2025. What is lacking is a clear Number 10 push for devolution
within Whitehall: we hear that departments including skills, innovation and DWP are declining to de-
volve (even when asked through the new Right to Request process), and in some cases centralising

further.

The Prime Minister did chair a Mayoral Council in his first week in office and has since estab-
lished a Council of Nations and Regions. However, those meetings currently lack a fixed
agenda or frequency, and they are not aligned to a Growth and Productivity Plan. Their focus

has instead been on constitutional and intergovernmental relations.

Alongside this, a Growth Mission Board was created, chaired jointly by the Chancellor and
the then-Chancellor of the Duchy of Lancaster, Pat McFadden. The Board has little visibility,
but at a Select Committee hearing in December 2025 the Chancellor confirmed it still meets
with her as chair.> The Deputy Prime Minister has also taken responsibility for a regular
Mayoral Council, and the Chancellor is reportedly becoming more engaged, though without

any formal commitment to devolution.

Since then the picture has deteriorated. The mission-delivery apparatus in Number 10 was
quietly downgraded in the September 2025 reset, and the high-profile mission boards —
which the Prime Minister had promised to chair personally — are widely reported to have
become moribund, meeting rarely and, in the words of one analysis, turning into talking shops
dominated by officials explaining how difficult everything is.® The Council of Nations and
Regions has not been placed on a statutory footing and is not regarded by stakeholders as an

effective vehicle for driving growth.

52 Oral evidence given by the Chancellor of the Exchequer to the Treasury Committee, December 2025.
Accessible here.

% UK in a Changing Europe, ‘Mission inaction?’; and commentary collated by the civil service reform
community.
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This matters because our historical work showed that the centre can drive devolution through
reluctant departments when it genuinely wants to. The clearest example our interviewees
gave was George Osborne’s Treasury, which used its authority over spending to push the
Northern Powerhouse and City Deals through a Whitehall that was instinctively centralis-
ing.* The current government has the opposite problem: the centre is rhetorically committed
but institutionally absent, and the Chancellor has not taken ownership. In the meantime sev-
eral of the most culturally centralising departments identified in that paper — on skills, inno-
vation and employment support — are declining to devolve when requests have been made

by the (now statutory) mayoral Right to Request additional powers.

These weaknesses are compounded by unresolved tensions between departments, with dif-
ferent parts of government pulling in conflicting directions. The Department for Education’s
slowness to devolve adult skills, the retention of innovation funding by the Department for
Science, Innovation and Technology, and the Department for Work and Pensions” grip on em-
ployment support have repeatedly cut across the devolution ambitions of MHCLG and the
city-region transport settlements led by the Treasury and the Department for Transport. At
the same time, shifting national priorities risk diluting focus further. Unforeseen economic
shocks — most notably the need to fund faster-than-expected rearmament and defence capital
spending in response to NATO commitments — have placed additional pressure on public
investment budgets, squeezing funding that might otherwise have supported regional
growth. Departments are increasingly forced to choose between doubling down on the
Golden Triangle and investing in northern city-regions, with little strategic guidance from the

centre.

The deeper problem is one of ownership, and it has three parts. First, Number 10 has been
active in the political management of mayors but has not drawn the Treasury into that en-
gagement or built it into the administrative machinery of government; it has pressed ahead
with national infrastructure, spending and industrial strategies without waiting to coordinate
with local leaders, though this may change once Local Growth Plans are agreed and formally
recognised by the centre. Second, there is still no clear ministerial sponsor of devolution: the
Prime Minister is rhetorically committed, the Deputy Prime Minister holds the portfolio but
appears not to be personally invested, and the Chancellor has yet to step up formally. Third,

5 Turner, Weinberg, Elsden and Balls (2023), “Why hasn’t UK regional policy worked? The views of
leading practitioners’, M-RCBG Associate Working Paper No. 216.
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there is no consistent line of accountability for coordination between Whitehall and the re-

gions.

That accountability gap is the one most often missed. As Jack Newman and colleagues at the
University of Bristol have argued, accountability in English devolution runs overwhelmingly
‘upwards’ — combined authorities report extensively to Whitehall departments — while
‘downward’ scrutiny, the answerability of mayors to their own residents and to local institu-
tions, remains under-powered and under-resourced.®® A delivery unit at the centre would
strengthen the upward line still further; without a parallel investment in local scrutiny, the

result is more reporting but not more democratic control.

Stronger Treasury buy-in is the precondition for success. The Chancellor should sit at the
Council of Nations and Regions alongside the Prime Minister and Deputy Prime Minister:
without Treasury engagement, meetings with mayors and devolved leaders risk becoming
symbolic forums rather than operational levers for delivery. And by pressing ahead with in-
dustrial and infrastructure strategies before integrating Local Growth Plans, the government
risks repeating the most familiar failure of British regional policy: policy silos and disjointed

delivery.

Recommendation 7: Bring sub-regional and national leaders (Mayors, First Ministers) into
the House of Lords ex officio for their time in office, as is already the case for some civic

leaders.

Our verdict

OFF TRACK Lords reform has been reduced to symbolic, minimal changes. The parliamentary status
of non-Westminster politicians remains arbitrary and discretionary (illustrated by the isolated ennoble-
ment of Tees Valley Mayor Lord Houchen). However, established mayors now have a statutory right

to request new powers, which the government must respond to.

Labour’s manifesto had committed to replacing the Lords with a new second chamber that

would be more representative of the regions and nations, but the current bill is far narrower,

% J. Newman, S. Warner, M. Kenny and A. Westwood, ‘Rebuilding local democracy: the accountability
challenge in English devolution’, Bennett Institute for Public Policy and The Productivity Institute,
2024. Accessible here.
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focusing only on the removal of hereditary peers. Even modest reforms such as an age limit

on peers were dropped before being introduced.

The English Devolution White Paper went further in the opposite direction, introducing a ban
on serving simultaneously as both a Mayor and an MP. That said, there are exceptions: Ben
Houchen, the Conservative Mayor of Tees Valley, was ennobled earlier this year and now sits

— rather isolated as the only elected Mayor - in the House of Lords.

Although we were never wedded to the specific proposal of ex officio membership, our un-
derlying principle was that parliament should have a stronger role in regional governance:
both “downwards” in scrutinising Mayors and “upwards” in giving regions a voice in na-
tional legislation. In practice, new forums such as the Mayoral Council and the Council of
Nations and Regions have created executive-level opportunities for dialogue, and the legal
creation of Strategic Authorities may, in time, generate new case law for regional government.

Yet legislative engagement remains weak.

There has been one modest institutional gain. The English Devolution and Community Em-
powerment Act gives established mayors a new statutory right to request additional powers,
to which the government must formally respond.> This is welcome, but small beer: it creates
a channel for asking, not a mechanism for integrating regional leaders into the national legis-
lature. The idea floated in some quarters of using private or hybrid legislation to tailor powers
to individual places has attracted neither institutional support nor parliamentary time. The
substance of our recommendation — a formal regional voice in the second chamber — re-

mains untouched.

The future of the Council of Nations and Regions is also unclear, with questions about
whether it will be placed on a statutory footing and underpinned by a solidarity clause re-
quiring cooperation across levels of government. For now, however, Lords reform and
broader parliamentary engagement with regional governance remain low profile and low pri-

ority.

Recommendation 8: Give English sub-regional leaders an expanded “single pot” financial set-

tlement for devolved matters, in line with the other nations’ financial settlements. This single

% English Devolution and Community Empowerment Act 2026 (Royal Assent 29 April 2026).
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pot could still include safeguards in the short-term, with nominal allocations by policy area

determined as part of the Growth and Productivity Plan.

Our verdict

ON TRACK The government has adopted an “integrated settlement” for “mature” mayoralties in Eng-
land, simplifying and decentralising budgets following an MHCLG and HMT push - although the bu-
reaucracy around it allows only partial flexibility in practice, as Whitehall targets proliferate. Important
parts of regional growth spending and taxation remain outside the settlement. In response, Rachel
Reeves used her second Mais lecture in March 2026 to promise much more radical fiscal devolution in
England — potentially including local retention of income tax — to improve local control over funding,
going beyond our 2024 recommendations. The detail will be set out in the 2026 Budget. The 2025 Budget

also gave Mayors the power to introduce a Visitors Levy.

We diverged from much of the pre-election commentary on regional policy — including views
within MHCLG - by arguing that government should prioritise the pooling of Whitehall
budgets rather than tax decentralisation, and the government has adopted that model. In the
2024 Budget, the government expanded the single pot to all “mature” Mayors, and the English
Devolution White Paper committed to its automatic extension to other places as they reached
maturity. At the same time, the Treasury made clear its firm opposition to any tax changes,
briefing the press to deny proposals such as Andy Burnham’s suggestion of a “hotel tax”. The
single pot (integrated settlement) was confirmed for “mature” Mayors in the 2025 Budget, and

the hotel tax eventually introduced.

On the day that Angela Rayner announced the English Devolution White Paper, Chancellor
Rachel Reeves simultaneously ruled out any further fiscal devolution. The approach taken
therefore avoids any “Barnett formula for the regions” settlement but does provide more au-
tonomy over existing decentralised funding pots. Under the new system, Mayors will be able
to reallocate up to 10 per cent of any given budget line into other priorities, such as moving

funding from transport into skills.

In practice the integrated settlement is less a devolution of functions than a consolidation of
programme budgets. The first settlements for Greater Manchester and the West Midlands,
which began in April 2025 and have since been expanded to the other ‘mature” mayoral au-
thorities, fold more than twenty funding streams into six themes — local growth and place,

local transport, adult skills, housing and regeneration, employment support, and building ret-
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rofit — with mayors able to move up to 10 per cent between them.>” Large pots relevant to
regional growth — most adult skills spending beyond the devolved entitlement, core innova-
tion funding, and the bulk of departmental capital — remain centrally held. The settlement
therefore tends to preserve in aspic the funding bundle negotiated at a point in time, granting
strategic oversight without commensurate control of cash: the West Midlands settlement of
around £389 million in 2025-26 and Greater Manchester’s of around £630 million amount to
roughly £155 and £220 per head respectively — little more than one to two per cent of all

identifiable public spending in those areas.

What has ultimately been delivered is incremental flexibility within tight limits, rather than
genuine financial autonomy with a strong presumption against further fiscal devolution. Fur-
ther, by restricting autonomy to “mature” Mayors, the government risks entrenching a two-
tier system where established combined authorities gain modest flexibility, while other areas
remain subject to piecemeal funding pots. Allowing only 10% virement between budget lines
increases room for manoeuvre but falls short of the broad discretion we envisaged. This has
led the National Audit Office to conclude that the Integrated Settlement is currently overly
cumbersome, and in any case is in tension with the policy goal of ending Whitehall microman-

agement of local leaders.>

Credit for the progress that has been made belongs to both MHCLG and to the Treasury. The
simplification of funding pots has been actively driven forward by HM Treasury — with offi-
cials at the Darlington Economic Campus playing a visible role in raising the department’s
ambition on devolution — a striking reversal for a department whose instinct at the start of
the parliament was to rule fiscal devolution out. In her second Mais lecture in March 2026,
Rachel Reeves asked officials to work with mayors and business on a roadmap for fiscal de-
volution in England, to be published at the 2026 Budget and potentially including local reten-
tion of a share of national taxes such as income tax, beginning with the places of greatest ca-

pacity.®

5 MHCLG, ‘Integrated Settlements for Mayoral Combined Authorities’ collection and ‘Explanatory
note on Mayoral Strategic Authority funding 2026 to 2027’

5 Author calculations from MHCLG integrated settlement figures and HM Treasury Country and Re-
gional Analysis, November 2025.

% National Audit Office, Devolution in England: funding and accountability, July 2026.

60 Rachel Reeves, Mais Lecture, Bayes Business School, March 2026; HM Government, Northern Growth
Strategy: Next Steps.
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On fiscal devolution — the decentralisation of what are currently centrally held tax revenues,
and potentially the ability to vary tax rates - our original recommendations deliberately
stopped short of proposing bolder reform which we and many of our interviewees cautioned
was not a silver bullet. The Chancellor's 2026 Mais lecture promised a roadmap, and the inte-
grated settlement described above will be the baseline from which any move to devolve tax
begins. The senior figures we interviewed were more divided on this than on almost any other
question, and from that division we draw three tests that any plan should be made to pass

before it proceeds. They concern fairness, scale and deliverability.

The first test (FAIRNESS) is whether fiscal devolution can balance stronger local incentives
against fairness. The case for it rests on accountability, as our research set out: Andy Street
told us fiscal powers were "mission critical... find me an effective government anywhere in the world,
at any level, that doesn’t really have control over its income line", and Mike Emmerich warned that
combined authorities are "desperately, dangerously close to representation without taxation" — a
body that spends but does not raise is only weakly accountable for the choices it makes, and
John Cridland agreed that "there is no point devolving a degree of decision-making power if it isn’t

accompanied by a degree of fiscal responsibility".

Set against this is the redistribution that the UK's regional inequality demands. As Lord Ado-
nis put it, "there’s no region outside London which could begin to afford its current levels of public
services without massive redistribution from London", and "too much devolution just reinforces post-
code lotteries and regional disparities" unless significant redistribution comes with it. Vince Cable
framed the design problem precisely — how to combine "meaningful revenue raising... with a
redistributive mechanism" so that local responsibility does not curdle into "virtuous and vicious
circles". Mark Drakeford, who actually governed with devolved powers, told us he had moved
away from devolving the tax and benefits system precisely to protect that UK-wide redistri-
bution. The test is whether a scheme can sharpen local incentives without weakening the

transfers on which poorer regions still depend.

The second test (LEVERAGE) is whether there is a mechanism that can raise funding at a scale
that matters, rather than a symbolic gesture. Scotland is the cautionary case: John Swinney
told us the first tranche of tax devolution was "symbolic", and only the post-2014 powers al-
lowed meaningful divergence. If a large funding stream is devolved, such that Strategic Au-
thorities can borrow sizable amounts against future retained income, then HM Treasury will

have to consider what the broader implications are for fiscal sustainability. Should MSAs bor-
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row directly from the market (rather than via the Treasury’s Public Works Loan Board), they
will face a premium until they have established their credibility. And should several MSAs
simultaneously choose to frontload spending, launching a major capital investment pro-
gramme, there would be a potential macroeconomic challenge of competition for limited con-

struction resources.

The third test is DELIVERY: whether reform can be enacted, at a quantum that makes a dif-
ference, given the politics and the UK’s economic geography — and here the warnings were
sharpest. Michael Heseltine cautioned that “the moment you get into this tax issue, you have a
quagmire of options and debates... it’s much better to go for what you can get rather than bog the whole
thing down in something that will become hopelessly party partisan”. Nick Macpherson was blunter
still: “the revealed preference of successive governments is to avoid having to take any tough decisions
about local taxation... even in the high watermark of Gordon Brown’s Treasury, we marched up several
hills only to march back down again”. The economics compound the politics: with small, closely-
spaced English regions and high cross-border commuting, the leakage of activity across
boundaries blunts the gains from varying tax locally — implying that a share of any devolved
revenue should be held at pan-regional level rather than passed fully to individual mayors. A
plan that cannot survive contact with these realities — too partisan to legislate, or too small to

matter — fails the test however elegant its design. On fiscal devolution, the jury is still out.

Recommendation 9: Offer unitary local government in England a multi-year settlement — ide-
ally for a full five years — to support long-term reform programmes in support of universal

basic public services; and encourage the Devolved Administrations to do the same.

Our verdict

ON TRACK The government has introduced a consolidated, multi-year settlement for local govern-
ment, supporting long-term planning and more efficient investment decisions. The Fair Funding Re-
view now aligns local spending with need for around 80% of councils, up from roughly a third when
the government took office. The accelerated approach to unitarisation — while welcome — must be

carefully managed as it risks absorbing time, energy and funding.

Ministers announced a programme of mandatory unitarisation alongside mandatory mayor-
alties, casting local government as not “fit for purpose” and requiring both financial and in-
stitutional reset as the first stage of reform. While we proposed encouraging unitarisation by

providing financial incentives (as the governments over the last decade provided incentives
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to form Combined Authorities), there is a risk that forced or punitive unitarisation could back-
fire: alienating local communities and absorbing energy which makes efficiency gains mar-
ginal or illusory. The opportunity cost of pursuing structural reform may crowd out invest-

ment in substantive service improvement.

At the same time, there has been progress on multi-year financial stability. The 2024 Budget
announced an end to the reliance on “small pots of cash”, consolidating these into larger
grants and providing local authorities with multi-year settlements. A £100 million Public Ser-
vice Reform Fund was also introduced.¢! Further reforms have included another Fair Funding
Review and a reset of local business taxes in favour of poorer local authorities. Multi-year
settlements and consolidation of grants are genuine steps forward, addressing one of the big-
gest frustrations of local authorities. But these remain conditional on structural reorganisation,

which undermines the stability councils were meant to gain.

The Fair Funding Review 2.0 is the clearest example of this redistributive turn. The Institute
for Fiscal Studies estimates that, by 2028-29, around 85 per cent of councils will be funded
within 2 per cent of their assessed need — up from roughly a third when the government took
office — with core funding per person in the most deprived decile some 46 per cent higher
than in the least deprived.® That is a substantial move towards a needs-based settlement, and
the political debate has been correspondingly fierce, with shire and suburban authorities con-
testing the loss of resource. The IFS also cautions that the transition is imperfect: maintaining
the 2025-26 recovery grant rather than rolling it into the formula, and protecting some 42
councils whose transitional support is worth more than a tenth of their funding, leaves around
a fifth of councils over-funded relative to assessed need — “an ad hoc bolt-on” that pursues

distributional aims outside the principled formula.®

The overall tone and tempo of policy has been a downgrading of local government relative to
Mayors, with an emphasis on steadying the ship rather than driving forward immediate pub-
lic service reform. Failing to recognise the value and necessity of local councils risks further

destabilising local government. The government’s stated commitment to return to the latter

61 HM Treasury, Autumn Budget 2024 and Spending Review 2025; on the long-run squeeze, the Institute
for Government’s Performance Tracker 2025 finds council core spending power still around a tenth
below 2010 in real terms. Accessible here.

62 Institute for Fiscal Studies, analysis of the 2025 Fair Funding Review and the 2026-29 local govern-
ment finance settlement.

63 Institute for Fiscal Studies, ‘An ad hoc bolt-on” and ‘Will the reforms achieve fair funding?’, 2025-26.
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later in the parliament is important; the empowerment needs to come sooner rather than later

given its centrality to driving long-term regional growth.

Recommendation 10: Reallocate capital spending to prioritise compensatory investment for
historic underspending in some UK regions and nations. Embed this reform by changing HM

Treasury’s Green Book, removing implicit biases that systematically favour the South East.

Our verdict

OFF TRACK The government’s increase in capital spending and reform of local government funding
do not amount to the strategic shift needed to address entrenched spatial inequalities. More detail and
transparency are needed on the geography of new spending. The Green Book Review 2025 promised
to support “place-based business cases” and to stop Treasury guidance being “wielded against” any

region, but stopped short of the compensatory reallocation we called for.

The government has reversed previous plans to allow capital spending to fall as a share of
GDP and committed an additional £120 billion in planned capital investment over the course
of the parliament.* This represents a clear break from the trajectory inherited from the previ-
ous government and signals a greater willingness to use public investment. But, despite re-
peated claims that growth was the “first mission” of the government, important growth budg-

ets were cut or failed to grow as the capital uplift was directed towards defence and the NHS.

The most important structural reform we called for was to HM Treasury’s Green Book. The
Green Book Review published in June 2025 found no conclusive evidence that the appraisal
methodology was biased towards London and the South East, but accepted that poor trans-
parency meant the Treasury could not demonstrate the absence of bias.® In response it intro-
duced “place-based business cases” and the Chancellor promised that no region would have
Treasury guidance “wielded against” it, with early pilots in Plymouth, Birmingham, Liver-
pool and Port Talbot. This is a welcome shift in tone. But it stops well short of the compensa-
tory reallocation we recommended: the Review declined to embed spatial equity or per-head
regional ringfences into appraisal, leaving the benefit—cost ratio — which tends to favour al-

ready-productive places — in much the same commanding position as before.

¢ HM Treasury, Spending Review 2025; see also The Productivity Institute, ‘Budget 2025: Hyperactive
Incrementalism and the Missing Long View’, November 2025.

65 Review of the Green Book, HM Treasury, June 2025; see also Centre for Cities, ‘A review of the Green
Book review’.
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However, the composition and distribution of this additional capital spending raise signifi-
cant concerns. Capital budgets for innovation have been tightened rather than expanded, and
the regional allocation of the new funding remains largely unspecified. This leaves unresolved
the government’s familiar strategic dilemma: whether to prioritise “backing success” in the
Golden Triangle - where returns are more immediate and visible - or to pursue compensatory
investment in the larger northern city-regions to create a counterbalance to a South East-

skewed economy.

That is not to say there has been no movement within existing budgets. UKRI, the single larg-
est funder of public research, has slowly been moving in the right direction over the last few
years: the share of its funding invested outside the ‘Greater South East’ of London, the South
East and the East of England rose from 47 per cent in 2021-22 to 49 per cent in 2022-23 and 50
per cent in 2023-24 — the first year on record in which UKRI invested more outside the Golden
Triangle than within it, representing a cumulative additional £1.4 billion for the rest of the
country — even if per-head investment inside the Greater South East remains around 1.7 times
higher.% Incremental drift of this kind is welcome, but it is the product of agency-level choices
rather than a government-wide allocation framework — and it is precisely what a compensa-

tory investment plan would lock in and accelerate.

These national figures disguise significant regional variation. We can use HM Treasury data
to look at historic patterns of regional inequality in spending per head by function. Figure 2
shows the overall level of regional inequality in major spend lines. When we dig into the data,
we see that this inequality in “economic affairs” spending is due to higher per capita spending
in London and the South East. Transport spending is consistently the most unequal, due to
large levels of current spending in London, but there is also little evidence of “levelling up”
leading to more equal patterns of spending in science or economic development spending.
For the most recent year data is available (2024-25), science and technology spending per head
in London and the South East is around £175, compared to around £100 in Yorkshire and the

Humber.

6 UK Research and Innovation, ‘Geographical distribution of UKRI funding, financial years 2022 to
2023 and 2023 to 2024’, March 2025. Accessible here.

Page 67 of 87


https://www.ukri.org/publications/2022-to-2023-and-2023-to-2024-geographical-distribution-of-funding/geographical-distribution-of-ukri-funding-financial-years-2022-to-2023-and-2023-to-2024/

FIGURE 2: TRANSPORT SPEND REMAINS THE MOST REGIONALLY SKEWED (AND
LONDON-BIASED) WHILE INNOVATION SPEND HAS GROWN EVEN MORE UNE-
QUAL SINCE 2016
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dex).67

Finally, there remains a lack of transparency on the spatial impact of public investment. No
comprehensive regional breakdown of capital spending has been published, and stabilisation
at a relatively low base means the UK continues to invest less than international peers. Early
signals suggest continued prioritisation of the Greater South East and selected growth corri-
dors - such as Manchester and the Oxford—Cambridge corridor - over other regions, though

the precise profile of spending remains unclear.

In the absence of a clear regional allocation framework, there is a real risk that old patterns
reassert themselves. Some policy signals from government — such as the already-mentioned
Al Growth Zones and the emphasis placed on the Oxford—Cambridge corridor in the Mansion
House reforms - suggest that a disproportionate share of new investment could once again

flow to the South East. Without explicit distributional commitments, additional capital in-

67 Figure 2 reports the Williamson index — the population-weighted coefficient of variation of spend
per head across the nine English regions — for the economic functions shown, on the same CRA series
as Figure 1. A higher value means greater regional inequality in per-head spending. Transport disper-
sion is inflated in some years by lumpy capital projects concentrated in London (Transport for London,
Crossrail, HS2).
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tended to support national growth risks reinforcing, rather than correcting, existing spatial

imbalances.

There are also signs of fragmentation across Whitehall in the delivery of regional programmes,
particularly within the National Wealth Fund. Local leaders report constructive engagement
with MHCLG and the Department for Transport, with some scope for productive discussions
with DBT and HM Treasury around the design of regional investment vehicles. By contrast,
the Department for Education has remained largely disengaged. This uneven departmental
commitment risks undermining the coherence and impact of the government’s regional

growth agenda.

Much will therefore depend on how ministerial decisions translate the overall Spending Re-
view envelopes into detailed programme allocations. Without a more explicit commitment to
regional targeting, the opportunity created by higher headline capital spending risks being

dissipated, leaving long-standing spatial inequalities largely intact.
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CHAPTER FOUR: What should the new Govern-

ment do next?

The incoming Prime Minister will lead a government facing a difficult third year of the par-
liament. Rising rates and borrowing are squeezing out the very investments that would raise
growth, the forecasts remain modest, and unlike the United States the UK has shown little
sign of breaking out of its productivity crisis. Most of the economic news since the election —
mounting international uncertainty, and new commitments to defence spending that drive

yet more borrowing — has pulled in the wrong direction.

That makes the central finding of this stocktake more important, not less. The scaffolding of
devolution is now in place: England has full coverage of Strategic Authorities, empowered
mayors and a tiered model of governance. But the real levers of growth remain tightly held at
the centre. Functional devolution has not kept pace with the institutional kind — skills, hous-
ing and adult social care are still run centrally or through fragmented systems, and the ac-
countability arrangements lag the powers mayors have been given. The Mayoral Council and
the Council of Nations and Regions mark a genuine shift in tone, but they lack the authority,

regularity and integration with central decision-making that would let them drive change.

This is a familiar pattern, not a new one. British regional policy runs in cycles — a burst of
institutional ambition, then central drift, then reform abandoned before it matures. Breaking
the cycle takes more than another reorganisation. The four priorities that follow build on one
another: leadership from the centre is necessary if we want to produce a single growth strat-
egy; which in turn is needed for a transparent, region-by-region investment plan. And none
of it endures unless it rests on institutions with the powers, permanence and capacity to de-

liver.

PRIORITY 1 - POLITICAL LEADERSHIP: Prime Ministerial di-

rection of the Cabinet to support devolution

The first requirement is the one most often missing: sustained direction from the top. Minis-
terial engagement with mayors has increased and new forums have been created, but White-

hall’s core machinery — Cabinet decision-making, fiscal planning, the mechanics of delivery
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— still runs on a centralised logic that gives regional leaders no systematic way to shape na-

tional priorities.

This is the clearest lesson from our interviews with two generations of practitioners. There
has, as we concluded in our second paper, ‘never been a sustained period of Prime Ministerial
leadership in regional growth policy since the late 1970s’, and where reform has succeeded it
has done so only when ‘a leading member of the Cabinet” — usually the Chancellor or the
Deputy Prime Minister — has made it a personal mission. The corollary, as the CBI's Matthew
Fell put it to us, is that the centre should behave less like a director and more like “air traffic
control’: enabling local actors and acting as a critical friend rather than running policy from
Whitehall.®® Our third paper turned that lesson into an institutional solution: a Prime Minister-
chaired Regional Growth Delivery Unit, run jointly by the Cabinet Office and the Treasury,

charged with holding departments to account at each fiscal event.®

Establishing that unit is the central recommendation of this priority. It should be empowered
to coordinate regional policy across departments and tied directly to the fiscal processes —
the Budget and spending reviews — where money and accountability actually change hands.
All departments should be mandated to review all their activities and agree what could and
should be delivered locally. Any retained England- or UK-wide functions should be justified
with reference to how they support local efforts to boost growth, with Number 10 and the

Treasury coordinating these cross-Whitehall devolution plans.

On its own, though, an institution will not supply political will. The new Prime Minister and
Chancellor - and Number 10 and the Treasury - need to be far more forceful in their commit-
ment to decentralise, making plain that advancement through the government’s ranks de-
pends on a willingness to take on Whitehall’s centralising instincts and devolve power within
England. And they need to confront the departments that have proved most recalcitrant —
the Department for Education on skills in its first year being the clearest case. The move of
skills policy to the Department for Work and Pensions in September 2025 is an opportunity to
reset that relationship, and the Secretary of State should commission an urgent review of the

scope for further skills devolution. More broadly, the Prime Minister and Chancellor should

6 Turner, D. et al. (2023), “Why hasn’t UK regional policy worked? The views of leading practitioners’,
M-RCBG Associate Working Paper No. 216, Harvard Kennedy School (Finding Five).

% Weinberg, N. et al. (2024), ‘A Growth Policy to Close Britain’s Regional Divides: What Needs to be
Done’, M-RCBG Associate Working Paper No. 225, Harvard Kennedy School (Recommendation Six).
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consider an external review of the case for devolving skills and innovation in particular, given

how central both are to regional growth.

The other half of the task is to give regional leaders a real foothold in national decisions. The
Mayoral Council, today a consultative body without formal powers or structured input into
policy, should be strengthened and formalised as a standing policy advisory body — with
agenda-setting meetings with senior officials, formal consultation rights on relevant legisla-
tion, and representation in key forums such as the relevant Cabinet subcommittees. The
Growth Mission Board, by contrast, has had little strategic impact or visibility, and it is no
longer clear that it survives the dismantling of the Number 10 “mission” apparatus in Septem-
ber 2025. Beyond these forums, every major department — not only the housing and commu-
nities ministry — should appoint a lead minister for devolution to embed sub-national con-
siderations across government, and sub-national engagement should be built into cabinet
committees, the development of legislation and intergovernmental processes so that regional
voices genuinely shape national choices. As a quid pro quo for that stronger voice, parliament
may want new scrutiny mechanisms — ‘grand committees” modelled on the pre-devolution
Scottish and Welsh precedents — to scrutinise regional and national programmes in the Eng-
lish regions. Without this combination of a delivery unit at the centre, a formalised mayoral
voice and the accountability to match, even the most promising frameworks will stay under-

powered in practice.

PRIORITY 2 - CLEAR GROWTH PLAN: Mandate the PM-led
Council of Nations and Regions to develop and sign-off an in-

novation-focused UK Growth and Productivity Strategy by the
end of 2026

The Starmer Government made growth its stated priority, but there is still no coherent na-
tional Growth and Productivity Strategy: the ‘Kickstarting Economic Growth” mission, the Al
Growth Zones, the Plan for Change’s focus on living standards and the scattered initiatives of
the Budget and the Industrial Strategy Green Paper are pieces that have never been assembled

into a whole.
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A standing, cross-government strategy was the first of the ten recommendations we made in
2024: a national Growth and Productivity Strategy ‘driven by the centre of government’, re-
ported against in the Budget, ‘led by the Prime Minister and the Chancellor’, and “delivered
locally where possible’.”” The case for it rests on two findings from our history of post-war
regional policy — that governments have been ‘insufficiently ambitious” across the full range
of growth levers, and that Whitehall has ‘relied too heavily on centralised approaches’” that
stifle local initiative.”? A strategy owned jointly by the Treasury and the Council of Nations
and Regions is the mechanism for correcting both at once: it forces the centre to be ambitious

and binds local leaders into the design.

Two things are needed. The first is the strategy itself: an integrated framework that links in-
dustrial, regional and infrastructure policy and guides investment and delivery across gov-
ernment, led by HM Treasury and signed off by the Council of Nations and Regions. The
second is to connect that strategy to the devolution settlement, aligning the sectoral missions,
governance and investment roadmap of the Modern Industrial Strategy with the institutional
reforms of the English Devolution White Paper, and making mayors full partners in delivering
industrial strategy rather than recipients of it. The Council should be mandated to develop

and sign off the strategy by the end of 2026.

Our own analysis points to the specific challenges such a strategy should be built around.
First, and alongside promoting dynamic and competitive markets, it should support emerging
clusters that create ‘sticky” employment in more places: the lopsided shape of the economy is
a legacy of deindustrialisation and the patchy spread of knowledge-intensive firms, but there
are real opportunities for knowledge-led growth across the country, built on strong universi-
ties, highly productive local firms — often in manufacturing — and flagship inward invest-
ment. Given limited fiscal capacity, and the need for a “big push” in some clusters (such as
helping potential workers to coordinate their moves to the places they are needed), it makes
sense for government to focus its support a modest number of places, such as the larger lag-

ging city-regions.

70 Weinberg, N. et al. (2024), ‘A Growth Policy to Close Britain’s Regional Divides: What Needs to be
Done’, M-RCBG Associate Working Paper No. 225, Harvard Kennedy School (Recommendation One).
7t Turner, D. et al. (2023), “Why hasn’t UK regional policy worked? The views of leading practitioners’,
M-RCBG Associate Working Paper No. 216, Harvard Kennedy School (Findings Two and Three).
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Second, it should raise STEM skills, at intermediate as well as graduate level, in underper-
forming regions, where the shortage of scientists and technicians is now a binding constraint
and where more of them would both add to productivity directly and lift the productivity of

the non-STEM workforce around them.

Third, it should invest in flagship intra-city transport — light rail and metro systems in the
non-London cities — because the UK has neither built lots of roads nor created the dense,

well-connected cities that thicken labour markets and supply chains.

Fourth, it should use public support for innovation to drive regional growth, raising public
R&D grants in areas such as the Midlands which demonstrate absorptive capacity for it, and
incentivising universities to build the local business base through expanded grants for local

innovation and further public capitalisation of spin-out funds.

And fifth, it should make it easier for people to move to opportunity, since the housing costs
of London and the South East price many out of higher-income places — a complement to,

not a substitute for, building stronger local economies.

Place-based policy should not be designed to ‘lock in” existing industrial structures or to re-
ward incumbent or politically well connected firms (just as national policy needs to avoid
capture by producer interests). Our emphasis on clusters, innovation and market-driven skills
upgrading are all designed to support dynamism and economic change — consistent with a
modern approach to industrial policy designed to shape technological progress without fa-

vouring particular firms.”

The Strategy should also include a review of the rapidly proliferating number of public finan-
cial institutions — such as the National Wealth Fund, the British Business Bank, the new Na-
tional Housing Bank and the City Investment Funds announced alongside the 2026 Mais lec-
ture — to ensure their mandates are aligned and complementary rather than overlapping, that
they do not compete for the same projects and pipelines, and that commercial and investment
expertise is supported and built up across the whole country rather than concentrated in Lon-

don.

72 Turner, D., Spencer, H., Pamilih, J., Doshi, V. & Balls, E. (2024). What are the policy lessons from
“Bidenomics”? Contemporary Social Science, 20(2-3), 358-389.
https://doi.org/10.1080/21582041.2025.2572484
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PRIORITY 3 - RE-BALANCE REGIONAL RESOURCES: Set
out a Treasury-led, region-by-region investment plan, with am-

bitious and transparent goals for regional growth spending

A strategy is only as good as the money that follows it. Despite repeated commitments to
rebalance the economy, important growth budgets were cut or failed to grow as resources
were directed towards defence and the NHS, and the UK still underspends on transport, in-
novation and skills across much of the country: the growth-spending gap remains around
£500 per person in favour of the Greater South East, some 14 per cent more investment per
head.” Without a plan that aligns local growth plans, industrial priorities and national infra-
structure decisions — and that actively corrects for historic imbalances — regional initiatives
will stay fragmented and capital will keep reinforcing the productivity gaps it should be clos-

ing.

Rebalancing investment was the tenth of our 2024 recommendations: to ‘reallocate capital
spending to prioritise compensatory investment for historic underspending’, and to lock the
change in by reforming the Treasury’s Green Book to remove the ‘implicit biases that system-
atically favour the South East’.” Our interviewees were candid that the bias is long-standing,
pointing to ‘a persistent bias of spending — on innovation and infrastructure in particular —
towards London and the South East’.” A transparent, region-by-region plan is how that pat-
tern is broken rather than merely deplored. The government should commit to publishing one
alongside the 2027 Spending Review: an investment framework and pipeline with clear ob-

jectives, delivery responsibilities and lines of accountability.

As a first step towards an ambition for more equal growth spending across the UK, govern-
ment should commit to spending as much or more on local transport, innovation and skills
outside the Golden Triangle as within it. Currently the “Golden Triangle” regions of the East,
South East and London receive 54% of all of England’s transport spending and 52% of its

innovation spending, despite being home to 43% of England’s population — meaning per head

73 HM Treasury, Country and Regional Analysis, November 2025. Accessible here.

7+ Weinberg, N. et al. (2024), ‘A Growth Policy to Close Britain’s Regional Divides: What Needs to be
Done’, M-RCBG Associate Working Paper No. 225, Harvard Kennedy School (Recommendation Ten).
75 Turner, D. et al. (2023), “Why hasn’t UK regional policy worked? The views of leading practitioners’,
M-RCBG Associate Working Paper No. 216, Harvard Kennedy School (Executive summary).
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spending 1.4-1.5x that of the rest of England. Readjusting this balance would ensure more
resources were available for high-potential but under-invested in city-regions. Targets of this
kind would give departments, delivery agencies and investors clarity, and would tie national
spending to the goal of raising productivity and living standards across the whole country

rather than where returns already look highest.

The second step is to go further on the Green Book and the funding formula, building on the
welcome but partial progress of the 2025 Green Book Review.” Current practice still privileges
projects in already-productive places by over-weighting short-term returns and agglomera-
tion effects, even where the strategic case for rebalancing is strong; asserting that business
cases should balance the strategic and economic cases means little while the benefit—cost ratio
continues to dominate the final decision. Reform should make spatial equity and long-term
transformation core principles of appraisal rather than marginal adjustments. In practice that
means allowing cost-benefit analysis to capture the transformational effects of investment on
regional economies, not just incremental improvements;”” exploring regional investment
ringfences on a per-head basis, so that the best projects in every region are funded rather than
competed away by the Greater South East; and mandating the systematic use of Local Growth
Plans in national investment decisions, so that local priorities feed directly into industrial

strategy, infrastructure pipelines and spending reviews in a genuine two-way process.

The third is to hardwire regional accountability into the machinery of fiscal policy. Govern-
ment should report at each Budget the net regional effects of tax-and-spend decisions, using
consistent metrics that mirror the existing household-level distributional analysis — just as it
already does for households — and require regional impact reporting from major depart-
ments for significant spending and policy changes. The modest steps towards fiscal devolu-
tion in the 2025 Budget — optional local tourism levies for mayors — are welcome, and should
be followed by further pilots with the most mature combined authorities and by a review of
what the more expansive fiscal settlements in Wales and Scotland can teach England, as the
Fairness Foundation has recommended.” Where regions have shown they can recycle and

retain value — as Greater Manchester has through its Housing Investment Loan Fund — gov-

76 Centre for Cities, ‘A review of the Green Book review’, 2025. Accessible here.

77 P. McCann, “The imperial treasury: appraisal methodology and regional economic performance in
the UK, Regional Studies, 54(3), 2020. Accessible here.

78 Fairness Foundation, ‘A Fair Share’. Accessible here.
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ernment should give them greater freedom over how those resources are redeployed as local

growth constraints evolve.

PRIORITY 4 - GIVE THE MAYORS GREATER ECONOMIC
FIREPOWER: Build on a successful first year of bolstering de-

volved institutions

None of these reforms can last without institutions strong enough to carry them. The govern-
ment’s first-year steps — the creation of Strategic Authorities and empowered mayors — have
laid the foundations for a stronger system of regional governance, and put it in a better posi-
tion to co-design the strategy above while easing some of Whitehall’s anxieties about handing
over power and money. However, losing the power to mandate reforms to regional govern-
ment — in the case of Lords opposition to what is now the English Devolution Act 2026 —is a

major setback.

As we argued in our previous papers, universal coverage of England by Strategic Authorities
is a necessary condition for equity — as the example of Cornwall, which missed out on Local
Growth Funding altogether due to the failure to agree a deal locally, shows. It is also a barrier
to effective devolution, as “blank spaces on the map” will also provide a rationale for White-

hall to maintain national programmes for places ‘left out” of devolution.

It is therefore imperative that the incoming government sets out a written update on its plan
for “mayors everywhere”, considering whether a second attempt to secure the statutory pow-
ers to drive through reform is needed. Institutional redesign should not be allowed to drag
on, as an alternative to delivering growth and public service reform on the ground: we reiter-
ate our recommendation that the government aims for a ‘completed map” by the end of this
parliament, with the final set of mayoral elections in May 2029. As ‘completing the map’ inev-
itably means expanding Strategic Authorities to more rural parts of England, we also reiterate
our earlier conclusion that government should not insist on the mayoral model for all places,
with an emphasis on collaboration through Combined Authorities and having a single point
of contact (which could be an indirectly elected or rotating leader) outside of the larger city-

regions.
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Unitarisation of local government has a part to play in reforming the map of English govern-
ance, and should bring lasting benefits in making local services more transparent, cost-effec-
tive and professional. But there is a real risk that, handled inflexibly, it becomes a vast drain
on the time and energy of councils already struggling to meet their basic duties; successful
reform will need pragmatism and financial support as much as structural change. And on the
problems that exceed any single authority (local or regional) — adult and social care chief

among them — central government will have to be more active still.

But the prize of pulling off reform despite the complexity is a durable, cross-party settlement
for regional growth. Our interviews found that the Mayoral Combined Authority model, cou-
pled with sustainable local government funding, ‘could form the basis for a cross-party con-
sensus on regional growth” — the strongest such foundation in decades. But the same practi-
tioners warned that instability has been the recurring enemy of regional policy: “too much flux
(“chopping and changing”) has been disastrous’, with institutions abolished before they could
bed in.” The recommendations that follow are designed to give mayors the powers and per-
manence that earlier reforms were denied, in line with the single-pot and multi-year settle-

ments we proposed in 2024.80

Four reforms would make the difference. The first is to widen the integrated settlement. With
a new combined skills-and-work department now in place, government should build a genu-
ine partnership with mayors on skills to invigorate local labour markets, maintain progress
on devolving transport, housing and adult education budgets, and keep up the pressure to
bring innovation funding into the settlement. In other countries, heritage, culture and envi-
ronmental functions are frequently devolved, as are public health functions — both made eas-
ier by the English Devolution Act of 2026 giving mayors powers over culture and health, but

contingent on Whitehall cooperation for success.

The second reform is to simplify the outcomes frameworks attached to that funding. The “sin-
gle pot” has been tied to hundreds of Whitehall targets in the name of accountability — the

same mistake made with Local Area Agreements under New Labour, which had to be scaled

7 Turner, D. et al. (2023), “‘Why hasn’t UK regional policy worked? The views of leading practitioners’,
M-RCBG Associate Working Paper No. 216, Harvard Kennedy School (Findings Four and Six).

8 Weinberg, N. et al. (2024), ‘A Growth Policy to Close Britain’s Regional Divides: What Needs to be
Done’, M-RCBG Associate Working Paper No. 225, Harvard Kennedy School (Recommendations Eight
and Nine).
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back over successive spending reviews to a handful of priorities; the lesson, which govern-

ment should apply from the outset, is to concentrate on what works.

Accountability should not simply flow “up’ from Combined Authorities to Whitehall. Balanc-
ing increases in fiscal, financial and regulatory powers to Combined Authorities and mayors
with efforts to support local scrutiny and accountability. In our previous work, we called for
stronger independent scrutiny by reintroducing a reformed Audit Commission and providing
funding to support local media and civil society (including encouraging UK-wide civil society
groups to develop a sub-regional footprint). These conclusions have been reaffirmed by a re-
cent National Audit Office report, arguing that the reporting burden of Integrated Settlements
is “greater than initially envisaged”, and that in any case an overreliance on accountability to
Whitehall rather than stronger local accountability mechanisms represents a “clear tension”
with the goal of “end[ing] top-down micromanagement of decisions and approaches by local
leaders”.8! The English Devolution Act 2026 legislated for a Local Audit Office, and govern-
ment should be ambitious for the Office - creating a body that examines comparative mayoral
performance rather than having a narrow mandate. Finally, in the event of centrally-raised
taxes being devolved to mayors — such as a share of income tax or National Insurance — we
believe there is a case for introducing regional Grand Committees (with all MPs in a region
being members), allowing MPs to hold mayors to account for the spending choices to provide

additional scrutiny.

The third reform is to rebuild the local capacity that a decade of austerity has hollowed out.
As the late Sir Bob Kerslake, former head of the home Civil Service, told us, austerity "knocked
the stuffing out of local capacity for a lot of places". Even in the higher-spending 2000s, the
process had already started, with the late Howard Bernstein describing how councils were
then "marginalis[ed]" into administering services rather than driving growth. The figures are
stark: economic-development functions have suffered the deepest cuts of any local service
since 2010, with spending down by around 62 per cent, and some 82 per cent of councils now
struggle to recruit planners.®? We therefore recommended a national programme of Mayoral

capacity funding and capability building: Whitehall-backed funds for administrative capacity

81 National Audit Office, Devolution in England: funding and accountability, July 2026.

82 Royal Town Planning Institute, Local authorities struggle as over a quarter of planners depart, 2024; and
Gray, M. and Barford, A., 'Austerity and the rescaling of local government', Cambridge Journal of Regions,
Economy and Society, 11(3), 2018 (economic-development spending down ~62 per cent; figures pre-pan-
demic). Accessible here.
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in combined authorities; a structured programme of secondments from central government
into the regions and local authorities; and a requirement that progression into the Senior Civil
Service depend on demonstrated experience of working in local or sub-regional government.
Mayoral Strategic Authorities should have comparable staffing levels (relative to their budg-
ets) to Whitehall departments, and a programme of transfers and secondments should be de-
signed to deliver those staffing ratios at pace if necessary. Co-designed performance frame-
works — replacing the fragmented, over-complicated metrics with arrangements that balance
local autonomy and national accountability — and bringing combined authorities into the
Local Government Finance Settlement, so their funding is formalised rather than perennially

negotiated, would give that capacity something stable to build on.

The fourth reform is to align the borders of the wider public sector with the new devolved
tier. NHS and police reform should be designed to overlap with Strategic Authorities — every
Mayoral Strategic Authority should sit within no more than one Integrated Care System and
one police force — with reorganisation used as an opportunity to co-locate staff and pool
budgets into integrated prevention funds. (That is not to say MSAs and other public services
must always be perfectly aligned. As the Home Office seeks to consolidate the number of po-
lice forces in England, it may make sense for smaller MSAs to come together under one larger
police force, jointly accountable to multiple Mayors. The important principle is that other pub-
lic service boundaries should not cut across the geography of the mayors.) As set out in Chap-
ter Three, the current direction of travel risks the opposite: Integrated Care Board reform is
due to complete before the final map of England’s mayors is known, and the proposed con-
solidation of England’s police forces into twelve “‘mega forces’ has been designed as a cost-
saving exercise rather than around mayoral geographies. Aligning these boundaries now is a

one-off opportunity that, once missed, would take decades to recover.

The next frontier for mayoral reform — as the Chancellor suggested in her Mais lecture — is
fiscal devolution. As set out in Chapter Three, the conclusion our interviewees reached is that
fiscal devolution is not a silver bullet and indeed that it is politically easier and economically
more effective to devolve fiscal power after the UK has narrowed its regional gaps than before
— better to use centralised spending to rebalance the economy, and then to devolve. The im-
mediate priority is therefore a fairer funding baseline and a genuine single pot, with fiscal
devolution following as places reach the capacity to use it well. The Treasury's roadmap

should be judged against three tests accordingly:
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(i) Fairness: How will fiscal devolution balance growth incentives with fairness? What is
the mayoral equivalent of the Local Government Financial Settlement to match re-
sources to need?

(i) Leverage: Does fiscal devolution offer a clear mechanism to allow for funding (and
borrowing) at significant scale within the fiscal rules? What safeguards can be put in

place without violating local autonomy?

(iii) Delivery: Beyond small examples of tax flexibility like the forthcoming tourist tax, can
meaningful fiscal devolution be delivered in practice given the UK (and especially ur-
ban England’s) economic geography and politics? Would leakage of economic activity
across borders mean some devolved funding should be ‘pooled” into, for example,

pan-Northern funds?
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Conclusion: the centre can still seize on local initia-

tives to make a lasting difference

The Starmer government proved better at building institutions than at using them.

The clearest progress came early, and where two conditions held together: a policy area that
was already mature, and a senior minister visibly in charge. The English Devolution White
Paper and the legislation that followed it were the standout achievements of the first year,
driven through a sceptical Whitehall by Angela Rayner's MHCLG. Where the politics was

owned and the policy was ready, the government moved quickly and well.

Capital was the other early win, but a partial one. Reversing the inherited squeeze and adding
around £120 billion of investment over the parliament was the right call, and lifted public
investment to its highest sustained level since the 1950s. Yet without a national growth strat-
egy to steer it, the money was only loosely tied to regional need. Day-to-day budgets rose by
just 1.7 per cent a year with the NHS taking nine-tenths of the increase; transport’s resource
budget falls by around 15 per cent per head; science capital grows by barely 0.5 per cent a year
per head; and MHCLG's housing and place budgets are flat-to-falling against a base already

halved since 2010.8* The capital spending went up, but the policy alignment did not follow.

The same pattern runs through the machinery of devolution. Discretion over whether to de-
volve was left to each department, and several of the most centralising — skills, innovation,
employment support — used that discretion to hold on. The Treasury was, early on, disen-
gaged from the Mayoral agenda and against fiscal devolution, ruling out bolder steps on the
very day the White Paper was published; it has warmed since, with the Mais-lecture roadmap
and new City Investment Funds, but the early signal set the tone. And Number 10, for all its

rhetoric, has not driven the agenda from the centre.

The result has been drift. It has been more pronounced since Angela Rayner left the govern-
ment and the devolution agenda lost its most forceful champion at the Cabinet table. The in-

stitutional scaffolding is in place; the political energy to use it has ebbed.

8 Resolution Foundation, ‘A healthy State?’, June 2025, and Institute for Fiscal Studies, ‘Spending Re-
view 2025 — an initial response’, June 2025; see Table 2 above. Accessible here.
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And yet the defining feature of this government is an act of omission, and it may matter more
than the drift. Unlike every reforming government since the 1970s, it did not tear up the re-
gional architecture it inherited. Where its predecessors abolished what came before — re-
gional development agencies scrapped, structures rebuilt and rebranded with each new ad-
ministration — this government chose to build on the mayoral model rather than replace it.
National inertia has coincided with intense local activity, and the mayors have made the most

of the space.

Take Greater Manchester. Since devolution its economy has grown at roughly twice the na-
tional rate, and Andy Burnham has used the powers to deliver in ways Whitehall could not.
The Bee Network brought the buses back under public control and lifted patronage by nearly
a fifth since 2022/23 — more than double the national trend — while the £1 billion Good
Growth Fund spreads investment across all ten boroughs.? Here, stable institutions, a highly
visible and accountable leader, and a measure of fiscal capacity have helped the city region

turn devolution into delivery.

The same is now visible beyond Manchester. In the West Midlands, Richard Parker has used
a £2.4 billion settlement to extend the Birmingham metro towards East Birmingham, helping
to anchor the city’s Sports Quarter regeneration. In West Yorkshire, Tracy Brabin’s Mass
Transit scheme — the region’s first in decades — is due to begin construction by 2028. And in
the North East, Kim McGuinness has secured funding for a Metro extension linking Newcastle
and Sunderland.® None of this can alone deliver the national strategy the country still lacks;
but it is proof that the institutions the government has built, and chosen not to dismantle, can

work.

The Starmer Government’s embrace of the regional growth agenda has been piecemeal and
disappointing. Effective change will require renewed central leadership, and Cabinet unity
behind - and Treasury enthusiasm for — decentralisation. Whether this is the current reality is
highly uncertain. The pattern of waning of enthusiasm, particularly after the departure of An-

gela Rayner, could recur. John Major, Tony Blair and David Cameron and George Osborne all

8¢ Centre for Cities, ‘"Manchesterism from devolution’, March 2026, on the Good Growth Fund; bus pat-
ronage figures from Department for Transport statistics. Accessible here.

8 ‘Biggest ever investment in city region local transport’, HM Treasury, June 2025; and West Midlands
and West Yorkshire Combined Authority announcements, 2025. Accessible here.

Page 83 of 87


https://www.centreforcities.org/blog/manchesterism-from-devolution/
https://www.gov.uk/government/news/biggest-ever-investment-in-city-region-local-transport-as-chancellor-vows-the-renewal-of-britain

told us about their regret that they didn’t act early and decisively enough when they had the

chance. Will Keir Starmer’s successor feel the same?

In our historical research, we concluded that there has never been a sustained period of Prime
Ministerial leadership in regional growth policy, since at least the late 1970s. Where policy has
succeeded, we found, it has come “as a result of prioritisation by powerful Cabinet ministers
—most typically the Chancellor or Deputy Prime Minister”; and our interviewees argued that
durable support for regional growth “requires strong and united leadership in Westminster
and the enthusiastic backing of the Prime Minister and the Chancellor — a high bar to clear”.%
That bar may now, for the first time, be within reach: a Prime Minister who arrives in Number
10 as the country’s most prominent devolutionist; a Chancellor whose Treasury has commit-
ted itself to a roadmap for fiscal devolution; and a senior minister charged with delivering the
devolution settlement — the alignment across the Prime Minister, Chancellor and delivery
departments that our practitioners told us past reform efforts always lacked. We may be on
the cusp of strong, sustained Number 10 direction on devolution and an energetic partnership
with the Treasury for the first time in our recent history. But it will also mean the champions
of devolution will have nowhere to hide if gaps open up between rhetoric and reality. For the
new Prime Minister, the unfinished task is political and economic rather than institutional.
For the first time, the mayoral settlement has survived a change of government intact. The
question this parliament will answer is whether the centre is willing to give it the powers,
money and direction to match — or whether national inertia will once again outlast local am-

bition.

8 Turner, D., Weinberg, N., Elsden, E. and Balls, E. (2023), “‘Why hasn’t UK regional policy worked? The
views of leading practitioners’, M-RCBG Associate Working Paper No. 216, Harvard Kennedy School,
October 2023. Accessible here.
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Appendix: Our ten recommendations in full

RECOMMENDATION ONE: The UK should develop a national Growth and Productivity
Strategy and stick to it. The Strategy should be: driven by the centre of government; regularly
reported against in the Budget process; led by the Prime Minister and the Chancellor; and
delivered locally where possible. It should put raising national and regional growth and con-

vergence front and centre.

RECOMMENDATION TWO: The national Growth and Productivity Strategy should focus on

the drivers of productivity growth:

Investment in transport infrastructure and public transport services to raise effective
density for city regions; The UK has spent less on transport than G7 peers and needs
increased transport capital for local rail/tram networks and undergrounds; better bus

services; and denser housing near transport hubs.

More investment and geographic spread in the UK’s innovation infrastructure with a
greater focus on innovation hotspots across the whole country. Capitalise on the broad
regional spread of university and private sector science and innovation through im-
provements to university-industry collaboration, with more funding to the Catapult
Network to support spin-outs; and a network of Regional Equity Investment Funds
endowed by government through the British Business Bank targeting scale-up firms.

These Funds should have an explicit, high risk appetite.

Sub-regional skills planning, backed by Whitehall funding, to deliver high wages and
faster growth for the UK’s firms. Recent years have seen post-16 education funding cut
by 16% from 2013/14 to 2019/20. Devolved policymakers should engage employers to
address local labour shortages and to support growth of high-productivity, high-pay
work; identifying sectoral shortages; and investing in human capital (particularly to

improve STEM skills and address shortage occupations).

Sub-regional bodies (Combined Authorities) should be required to adopt a statutory
spatial economic development strategy, which local spatial development plans should

conform to. These strategies should be agreed by a qualified majority vote of local au-
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thorities, and should include plans for infrastructure including transport, energy and
water, and an overall housing target. If they can't agree, mayors should have the power
to impose a plan. Mayors should be able to "call in" decisions from local authorities if

they do not conform to the spatial development strategy.

RECOMMENDATION THREE: Local authorities should drive comprehensive investment in
social infrastructure for all places and communities — delivering social as well as economic

renewal — through a local plan for public services.

RECOMMENDATION FOUR: All parts of England should be covered by a tier of government
between local and national government, creating a devolved tier across the UK. English de-

volution should be negotiated flexibly around a set of core principles:

Comprehensive: All parts of England should be part of a mid-tier structure (institution

tier between local and national government).

At Scale: The intermediate tier of government must be at a level larger than an upper
tier (metropolitan or county) authority. If it does not consist of multiple upper tier
authorities, it won’t deliver the coordination and scale benefits that make combined

authorities a success.

Single Point of Contact: The resulting political structure should have a single point of
contact for the UK government and local partners to engage with, such as a mayor or

first minister.

Collaborative: Collaboration is essential to deliver the decisions at the scale described
above. Aside from joining the mid-tier, government should encourage cross-authority
thematic regional bodies (e.g. the existing Transport for the North) to coordinate policy

efforts where appropriate — for example in health, skills, and infrastructure.

Accountable: Local and sub-regional oversight and accountability should be strong
enough to command credibility in the UK parliament, giving ministers and MPs the
assurance needed to “let go”. We support reintroducing a reformed Audit Commis-
sion; encouraging parliamentary scrutiny of combined authorities; and more support

for sub-regional press and civil society.

Simple: Minimise the number of separate overlapping institutional structures, avoid-

ing the frictions that would be introduced by having three local tiers and deliver local
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government unitarisation where possible. Meanwhile Whitehall should align other

structures (such as NHS bodies and police forces) with the new tier wherever possible.

RECOMMENDATION FIVE: Government should invite all parts of England to develop a pro-
posal for their future governance, with powers and resources delegated to all combined au-
thorities able to demonstrate strong leadership, in line with our principles in Recommenda-
tion Four. Plans should be finalised within a year of the next General Election; and imple-

mented by the end of the Parliament. No part of England should be allowed to be “left out”.

RECOMMENDATION SIX: A Prime Minister-chaired Regional Growth Delivery Unit should
be established, managed jointly by the Cabinet office and HM Treasury. The Unit will be re-
sponsible for holding Whitehall to account over delivery of the National Growth and Produc-

tivity Strategy, issuing statutory progress reports at each fiscal event.

RECOMMENDATION SEVEN: Bring sub-regional and national leaders (Mayors, First Minis-
ters) into the House of Lords ex officio for their time in office, as is already the case with civic

leaders.

RECOMMENDATION EIGHT: Give English sub-regional leaders an expanded ‘single pot’
financial settlement for devolved matters, in line with the other nations’ financial settlements.
This single pot could still include safeguards in the short-term, with nominal allocations by

policy area determined as part of the Growth and Productivity Plan.

RECOMMENDATION NINE: Offer unitary local government in England a multi-year settle-
ment — ideally for a full five years — to support long-term reform programmes in support of

universal basic public services; and encourage the Devolved Administrations to do the same.

RECOMMENDATION TEN: Reallocate capital spending to prioritise compensatory invest-
ment for historic underspending in some UK regions and nations. Embed this reform by
changing HM Treasury’s Green Book, removing implicit biases that systematically favour the

South East.
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