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Foreword Katja Hall
Thriving local economies are at the heart of a
competitive UK economy, but development is needed
to help towns and cities meet their potential – from the
quality and affordability of housing, to the mix of office
space and the connectivity of transport links.
Anyone who has walked down their high street and seen boarded
up buildings where shops once stood, or is struggling to afford a
decent home close to where they work, will grasp the scale of the
challenge facing policymakers.
For too long, regeneration has been something of a dirty word.
Grand projects have failed to deliver the kinds of benefits promised
and public funds have been wasted.
But regeneration matters. For the public, thriving local communities
are about having the amenities they need on their doorstep…
leisure facilities, public services, good transport links and – most
importantly – jobs. And for businesses seeking to set up in our
towns and cities, the right environment can be the difference
between success or stagnation.
That’s why in this report we call for a new approach to regeneration:
one where business, local authorities and central government work
together to deliver new homes and modern office space; rejuvenate
our high streets and develop high-quality infrastructure to connect
our towns and cities.

Working with built asset consultants EC Harris, this report identifies
the key components for long-lasting regeneration.
Perhaps the most critical element is the need for visionary leaders
to co-ordinate a wide range of stakeholders and take a strategic
view of the local economy – whether that’s a council chief executive
or a directly-elected city mayor. Business must shape this vision
through strong Local Enterprise Partnerships.
But even with a strategic vision in place, few schemes will get off the
drawing board without proper planning, so injecting more
commercial nous into regeneration plans is a must.
Nowhere is the case for a new approach more pressing than on the
high street where one in seven shops now lie empty. The high street
is the beating heart of our towns and cities but many have changed
forever, and we can’t reinvent them as they once were. But we can
look at ways to turn them around, including taking action on
business rates and making it easier to convert empty shops into
homes.
Financing projects in tight fiscal conditions is challenging but not
impossible. With less public money available, what little there is
must be joined up to make an impact. And when the cash isn’t
available, surplus land or property assets and the strong public
sector balance sheet can be put to good use to kick-start projects.
With this type of bold thinking, vision and strong partnership a new
wave of regeneration projects can help unlock local growth.

Katja Hall
CBI chief policy director
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Foreword Tim Neal
With over £490bn of cash sat on the balance sheets
of UK businesses, the private sector certainly has the
capacity to foster the growth of our local economies
and create thriving communities across the country.
CBI members have however highlighted, in the
workshops and consultations that underpin this report,
that what is still missing is a sufficiently joined up
policy framework and a joining up of the different
routes to financing projects. We believe these are the
keys to increasing confidence and kick starting a new
wave of private sector-led, partnership-enabled
regeneration.
But none of this will happen without energetic, entrepreneurial and
truly collaborative partnerships across public and private sector
bodies. The days of regeneration being bank rolled by public bodies
is a fading memory and the need for clear civic leadership that
fosters a sense of ambition for a place and its people, and clearly
articulates the local competitive advantage, has never been greater.

The imperative of greater efficiency across the public sector and the
need to unlock value from its built assets is creating some
impressive examples of new opportunities for local economic
development. However, the government’s aspiration of more
effective pooling of built assets across the public sector has much
still to deliver and needs to gain greater momentum and
commitment from a wider range of public sector bodies. Where
deployed imaginatively, surplus built assets can play a major role in
making new regeneration viable and deliverable for developers.
Our team at EC Harris has been impressed and excited by some of
the best practice that we have seen from both the private and public
sector stakeholders across the UK in the course of this report’s
development. I hope that as you read on, you will be both inspired
by some great case studies but also provoked to contribute to a
further debate around some practical recommendations and
change that can drive greater prosperity in the communities in
which we all live and work.

What we’ve also heard is a plea for ‘one plan’ for a locality or at
least greater alignment between the local development plans, the
aspirations of the Local Enterprise Partnership, infrastructure
priorities and the master-planning of existing schemes. There are
already great examples of where one vision, clearly and
passionately described can do much to both attract investment
and increase the pace of programme delivery.

Tim Neal
UK regional leader, EC Harris
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Executive summary
At the heart of a competitive UK economy must be
thriving local economies. Even in a digital age where
connections are increasingly made remotely, ‘place’
still matters, providing somewhere to live and work as
well as the right connections to get around easily. This
is vital if businesses are to establish and flourish.
However, past efforts at regeneration have too often
focused on reversing decline, rather than building on
existing business strengths. So, as we emerge from the
financial recession and with less public money
available, we need central government, local
government and business to work together in new
ways to enable towns and cities across the country to
punch above their weight.
This will require strong and coordinated local
leadership, more local innovation and planning nous,
and greater business involvement to develop modern
office space and homes, rejuvenate our high streets
and secure good connections to develop thriving local
economies. This report identifies the key components
for long-lasting regeneration and sets out how
partnership between the public and private sectors
can secure sustainable local growth.

Strong local leadership is needed
to kick-start regeneration

To be successful, regeneration requires strong local leaders to
coordinate a wide range of stakeholders and deliver a vision for
development. These leaders, be they council chief executives or
directly-elected city mayors, need to take a strategic view, covering
the whole of the local economy and looking beyond short term and
parochial interests.
With more local authority collaboration through the new Combined
Authorities and stronger business engagement via Local Enterprise
Partnerships (LEPs), there are promising signs that the right
structures are emerging to compliment this leadership. Government
must continue to empower these bodies, particularly by providing
flexible and joined-up funding to local areas.
But to be effective central government will also need to simplify the
local governance landscape further. A myriad of local growth
initiatives have emerged such as Growth Deals, City Deals and the
creation of Local Transport Bodies – all must be co-ordinated,
aligned and targeted across the same geographical area. And to
build long-term confidence in this local growth landscape, all
political parties need to support these governance and funding
structures in their election manifestos and beyond the election.

Successful regeneration requires positive
and proactive planning

Even with a strategic vision in place, few regeneration schemes will
get off the drawing board without proper planning. Although
resources are squeezed, local authorities should be looking to
innovate through merging resources and embedding more
commercial nous in their regeneration plans. Leading local councils
are doing this through earlier private sector engagement and the
establishment of arm’s-length delivery bodies, similar to the
Olympic Delivery Authority, to deliver their masterplans. More
councils should follow this lead.

Local authorities should also make full use of the planning tools
available, such as Local Development Orders, to streamline
planning for regeneration. But they must resist stringent taxes,
such as the Community Infrastructure Levy, that risk holding back
development.
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When it comes to planning for housing, businesses want to see
neighbouring authorities working together more proactively than
many are currently. LEPs must play a stronger role in ensuring
sufficient new homes are built to match ambitious plans for growth.

Targeted action is required to rejuvenate
town centres

Nowhere is the case for a new approach more pressing than on the
high street where one in seven shops now lie empty. Town centres
must remain the hubs of vibrant local economies but we will need to
accept that there will be fewer shops, and the overall size of the
high street will be smaller. So as not to delay this evolution,
planning changes to make it easier to convert shops into homes
should be implemented without delay as well as removing the need
for planning consent for temporary seating on high streets.
Business also needs to engage. Business Improvement Districts, or
BIDs, exist to bring together the local business community and
these are starting to make an impact. They need to be strengthened,
evolving into investment bodies that can act as a single strategic
organisation to design and implement an area improvement plan.

Beyond these measures, the business rates system needs to be
reformed, through a cap on rates increases and a year-long rates
holiday for businesses occupying long-term empty properties,
so that they no longer undermine efforts to rejuvenate high streets.

Delivering the right infrastructure can be a
catalyst for regeneration

High quality infrastructure is another critical component in
regeneration and can be the decisive factor in attracting private
investment into an area. Therefore infrastructure improvements,
whether they are national or local in scale, must be taken forward at
the same time as, and integrated with regeneration plans, if they
are to have maximum impact.

However, although local infrastructure projects typically make good
returns, a failure to join up funds both nationally and among local
authorities ensures many projects are never built. Central
government has taken steps to empower local areas, particularly
through the creation of Local Transport Bodies, and the schemes
they back must be fully aligned with the wider growth priorities for
the area.

Larger and more expensive projects are inevitably more
controversial. But government will have greater success securing
the backing of local businesses and communities if it can
demonstrate local impact and integrate national plans with local
regeneration priorities.

Financing regeneration requires creative
new approaches

Finally, financing projects in tight fiscal conditions is challenging but
not impossible. With less public money available, what little there is
must be joined up to leverage private sector investment and used
to back schemes that will generate long term returns, as through
Urban Development Funds.

But funding is not the only weapon in the public sector’s armoury,
and with creative and bold thinking it can secure private investment
in regeneration even with limited cash. By taking a strategic view of
the properties or land they occupy public bodies can free up surplus
assets to be used for regeneration. Furthermore, strong public
sector balance sheets can be put to good use to underwrite
investment from the private sector in key regeneration schemes to
make it easy to invest and so unlock local growth. This can be done
through innovative tax schemes, such as Tax Increment Financing
(TIF), or guaranteeing private investment.
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Recommendations

Recommendations to foster institutional and individual leadership
• M
 ore local authorities in England should aim to establish
Combined Authorities to provide a more co-ordinated approach
to economic development

•…
 and LEPs must use their strategic economic plans to clearly set
out development priorities, how they will be financed and
a timetable for their delivery

• G
 overnments in Scotland and Wales must also incentivise closer
collaboration between local authorities around their major cities

•C
 entral government should encourage collaboration between
LEPs to support joined up activity across major cities through
allocation of the Local Growth Fund

• E
 qually, the case for individual leaders of city regions should be
examined to coordinate this activity
• In addition, central government must work with Local Enterprise
Partnerships (LEPs) to adapt geographical boundaries so that
LEPs, Combined Authorities, Local Transport Bodies and City
Deals all cover the same area….

• T o build long-term confidence in these structures, all political
parties should commit to backing LEPs and maintaining the
Local Growth Fund in their election manifestos

Recommendations for better planning of regeneration
• T o manage limited resources local authorities should consider
setting up arm’s-length bodies, to deliver local regeneration
strategies
• L ocal authorities must also engage with local developers to test
emerging masterplans to ensure they attract maximum market
interest
• C
 entral government should make Local Development Orders key
components of the growth deals struck with LEPs to speed up
regeneration

• T o ensure regeneration projects remain viable, the deadline by
which all local authorities in England must transition to the new
local infrastructure tax, the Community Infrastructure Levy,
should be removed
• L EPs should challenge their constituent local authorities to pool
their New Homes Bonus payments to facilitate strategic
planning for house building.
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Recommendations to rejuvenate town centres
•G
 overnment should remove the need for planning consent for
temporary outside seating on high streets and standardise
licensing arrangements across local authorities to encourage
customers to stay longer in cafes and restaurants

• T o reduce the risk of legal challenge, owners of property bought
through Compulsory Purchase Order should have the option
of retaining a stake in the body responsible for regenerating
the high street

•G
 overnment should also move forward quickly with its plans to
facilitate the conversion of retail property to provide new homes
and new uses for buildings that can no longer be used for shops

• T o ease the growing burden of business rates government must
cap annual increases at 2% and establish a full review of the
system

• T o provide greater collective ownership of high streets’
regeneration, Business Improvement Districts should be granted
powers to raise capital and enter into improvement agreements
with local authorities based around Neighbourhood Plans

• T o provide business rates certainty, central government must go
ahead with the revaluation of commercial property in 2017 and
commit to revaluations at set periods thereafter
• T o incentivise businesses to occupy long-term empty properties,
businesses that do so should qualify for a one-year business
rates holiday

Recommendations to aid delivery of infrastructure and maximise its impact
• T o improve the chances of financing priority transport schemes
government should join up a wide range of central transport
budgets through the Local Growth Fund

• L ocal Transport Bodies must start commissioning projects now
to ensure they can start immediately once funds become
available in 2015

•A
 nd to ensure priorities are aligned, LEPs should be formally
represented on Local Transport Bodies’ boards

• T o ensure nationally significant projects are well supported and
generate maximum impact promoters of them must engage with
local leaders to set out how these schemes will complement
and enhance local growth strategies

•A
 longside this, local authorities should pool their transport
budgets aligned to LEP areas to support common schemes,
enable joint working and increase the scale of the funding pot

Recommendations to finance regeneration projects
• T o support regional cities in the promotion of public-private
investment partnerships, the coverage of Urban Development
Funds should be expanded

•G
 overnment should extend innovative financing tools such
as tax increment financing (TIF) to more areas to help finance
projects

• L ocal authorities should improve the transparency of their
surplus assets by publishing details of them online

• T he Welsh Government also must accelerate plans to grant
Welsh local authorities TIF powers

•M
 ore local authorities should consider using their surplus assets
to partner with the private sector to create long term economic
value

•C
 entral government should explore the possibility of expanding
the UK Guarantee Scheme to regeneration projects, in particular
transport schemes valued at between £50m-£500m and
commercial property
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1 Regeneration is needed to create
prosperous local economies
To solidify the UK’s emerging recovery the private
sector must grow in all parts of the country. But past
attempts to ‘rebalance the economy’ have focused too
much on differences between regions, leaving
business potential within these regions overlooked.

Exhibit 1 Only half of UK regions saw private sector
jobs growth between 2004/05 and 2008/09
1.7
4.8

London

0.3

Creating the right physical conditions is a key factor in realising this
potential – this means providing modern office space, homes that
people can afford, local jobs, town centres that people want to visit
and infrastructure connections to get around easily. But
regeneration projects set up to do this have had mixed success,
often because they have attempted to reverse decline rather than
build on existing strengths.

Public sector

Northern Ireland

4.2

1.8

Scotland

5.3

1.1

South west

3.3

0.6

South east

A change of approach is needed to get important projects delivered,
especially in regional cities. To be successful this will need to be
driven by strong partnership between the public and private
sectors.
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Yorkshire and The Humber

Previous attempts to rebalance the
economy have overlooked private
sector potential
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Even before the financial crisis hit, headline growth figures masked
substantial imbalances in the economy. Between 2004/05 and
2008/09 the public sector was creating jobs in every UK region and
nation, but the private sector was only growing in half of them
(Exhibit 1). Indeed, the West Midlands lost almost 6% of its private
sector jobs during this period.
As the CBI highlighted in our 2012 report, The UK’s growth
landscape,1 past efforts to ‘rebalance the economy’ have largely
failed as they have been too focused on disparities in headline
regional growth. This has meant the success of some places,
particularly London and the south east of England, has been framed
as a problem rather than an asset and has led to policy responses
that were apathetic as to whether growth was driven by the public or
private sector. On occasion it has seen entire regions or nations
written off as ‘lagging’, while the private sector potential within
them has been overlooked.
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Source: ONS, CBI analysis

To be successful in rebalancing the economy we need an approach
that looks beyond headline regional growth rates and seeks to
maximise the private sector potential that exists within all regions of
the UK.
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The right physical conditions are critical to
local economic growth

A key part of enabling businesses to meet their potential is creating
a physical environment that presents opportunities for them to
invest and grow. This means ensuring the right type of office space,
affordable homes, local jobs and good infrastructure connections.
By getting Britain building, there will be short and long-term
benefits for local economies. Construction activity can generate an
immediate boost to demand and create jobs in the short term, while
also raising the overall capacity of the local economy. It is estimated
that every pound spent on construction generates a wider economic
return of £2.84 because of its large supply chain.2
There are four factors driving the need for regeneration across the
country, which we set out in a short brief Locally grown: unlocking
business potential through regeneration, in early 2013.3

Business practices are changing and so must the properties
they occupy
Technology, working preferences and environmental commitments
are changing the way people do business and their requirements
from commercial space.

The amount of available Grade A office space
in Birmingham, Leeds and Manchester has
diminished by over 50%4

New housing is needed to support growing places
Local economies which are growing and creating jobs need
new workers to fill vacancies. Housing which is affordable for,
and desirable to, the full range of workers helps the local economy
to keep growing.

Every year enough new households are created
to fill a city the size of Sheffield, yet we are only
building half this amount of new homes5
A thriving local economy must play to its industrial strengths
A successful industrial strategy requires strong central leadership
but it cannot be spatially blind. Local leaders have an opportunity
to identify their strong sectors and priotise development to support
them.

MediaCityUK successfully built on Manchester’s
existing position as a hub for digital industries and
has helped create over 20,000 jobs in Salford Quays
New infrastructure is needed to unlock local economic growth
Without good quality connecting infrastructure businesses will not
invest. A renewed focus on delivering local as well as national
schemes is needed to provide a boost to local economies.

The quality and reliability of transport infrastructure
is a crucial factor in investment decisions for almost
half of all companies6
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Exhibit 2 Construction in London has recovered
beyond pre-recession peak levels
130
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London
Rest of UK
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The good news is that property investors are starting to look beyond
London to regional markets as the capital becomes more crowded
and they seek better returns. We need policies that will help to
capitalise on this, enabling more areas to punch above their weight
economically, creating jobs and prosperity, while of course
maintaining the prominent position of London globally.

…but a new collaborative approach
is needed

However, while the imperative for regeneration remains strong, the
recession has had a lasting impact on how to finance schemes. With
its spending constrained (Exhibit 3) the public sector can no longer
afford to bankroll projects as it has done in the past, meaning that
future projects will rely more heavily on private capital.

90
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Indexed construction output – Q1 2008 = 100

2011

2012
Source: ONS, CBI analysis

Development can help realise latent
potential of UK towns and cities…

A new wave of investment in building projects will be required to
meet these demands and this presents an opportunity for economic
growth to be driven from a broader base. Despite making a
significant contribution to the national economy in aggregate, major
cities outside London are underweight compared with their
counterparts in other European countries. In 2007, no UK city had a
GDP in excess of 10% of London’s, whereas in Germany, there were
four cities that contributed more to GDP than Berlin.7 Getting
construction activity going is essential to boost growth in these
places, but so far only the capital has seen activity recover beyond
the property market’s peak in 2008 (Exhibit 2).

This presents an opportunity to ensure that future development
projects successfully match business priorities. The private sector
understands clearly the need to link regeneration with long-term
growth and can help break cycles of dependency on public
spending.
This does not mean that regeneration becomes a fully private sector
activity with public authorities stepping out of the way entirely. By
their nature, regeneration projects will need some sort of public
intervention to encourage business involvement. The scale and
nature of this intervention will change from project to project but all
will rely on partnership and trust between public and private sectors
to get them over the line. This requires a shift on both sides on how
regeneration is planned for and delivered.

Exhibit 3 Capital investment by key government
departments has decreased
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Source: OBR, economic & financial outlook budget 2013
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2 Strong local leadership is needed
to kick-start regeneration

Regeneration doesn’t happen overnight – it is a
long-term process requiring ambition to set out a
vision for future development and dynamism to ensure
that a wide range of partners buy in to it.
Councils must work collaboratively to provide this leadership,
developing shared priorities for development and ensuring that
limited resources are deployed to make the biggest impact. At the
top, strong individual leaders – be they forward-thinking council
chief executives or dynamic directly-elected mayors – are needed to
mobilise support for development, looking beyond parochial and
short term interests.
Through Local Enterprise Partnerships (LEPs) businesses in England
also have an opportunity to influence and lead a vision for local
development. With the prospect of financial support, their role in
regeneration is becoming increasingly important. They need to step
up to this challenge becoming more coordinated and focused.
However, at the same time central government must reduce
complexity in the governance landscape, ensuring that initiatives
like Growth Deals, City Deals and the creation of Local Transport
Bodies are aligned and contributing to a coherent vision for the
local economy. Over the long term all political parties need to be on
board with this approach to local leadership.

Councils must work together to set
a vision for local economies

The public sector cannot progress regeneration in isolation, but
local authorities are key enablers of it and are often responsible for
kick-starting the process. As stewards of their economies they have
a good understanding of the specific opportunities and challenges
faced locally and provide legitimacy and accountability to local
communities. Even when regeneration is led by the private sector,
local authorities will play some role by taking projects through the
planning process or by committing funding, assets or other
resources. As such, the strategies they create and how they choose
to engage with businesses are key elements of whether
regeneration is successful or not.

For businesses, the most proactive and successful local authorities
to work with are those that look beyond their own boundaries and
collaborate with neighbouring councils to set strategies that cover
‘functional economic areas’. Working together these authorities are
able to achieve a critical mass and establish development strategies
at sufficient scale to attract investors and grab the attention of
developers. Their ability to overcome differences and collaborate
rather than compete sends a clear message to the market that they
are open for business. When this does not happen there is a danger
that limited resources for regeneration are spread too thinly and are
unable to leverage private sector investment.
In England, the establishment of Combined Authorities across some
of our largest cities is a major step forward, helping to align
boundaries and budgets across functional economic areas. Local
authorities in Manchester have led the way and now Liverpool,
Leeds, Sheffield and Newcastle are taking steps to establish
formalised joint working procedures for economic development and
transport as well as employment and skills policies. The government
has rightly incentivised these moves by affording areas that
demonstrate strong governance more powers and financial
freedoms through City Deals.
Looking ahead, businesses want to see quick progress to establish
Combined Authorities in those cities that have already expressed an
interest and further city regions to explore moving towards such
structures in the next parliament.

RECOMMENDATION
More local authorities in England should aim to establish
Combined Authorities to provide a co-ordinated approach to
economic development
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In the devolved nations the situation is slightly different.
For example, the Scottish government published its Cities Strategy
in 2011 highlighting the economic importance of its major cities
and setting up opportunities for them to work with one another
to promote their assets at a scale to attract international attention.8
In addition, the planning regime requires local authorities in
Aberdeen, Dundee, Edinburgh and Glasgow to produce joint
development plans on issues such as housing and transport.
Businesses believe this tradition of collaborative working could be
taken on a stage further, with more formalised structures
established to help local authorities to pool resources in support
regeneration.
The Welsh government commissioned a study to explore the
potential of developing a City Region approach with the final report
published in July 2012 recommending that two city regions be
established around Swansea and Cardiff.9 However, businesses
have been frustrated at the pace with which the recommendations
of the review have been taken up and want to see concrete steps to
facilitate formal collaboration between the local authorities around
these two key cities.

RECOMMENDATION
Governments in Scotland and Wales must also incentivise
closer collaboration between local authorities around major
cities

The need for strong public sector leadership is particularly relevant
for Northern Ireland, which is less than two years away from
fundamental reform of local government that will see the
replacement of 26 district authorities with a smaller number of 11
super districts. The first elections for councillors will take place in
May 2014.
Taking on responsibility for planning, local roads and regeneration
the new bodies will have significant powers to lead the
development of their local economies. It is essential that they
actively engage with businesses to help identify priorities and
ensure that local private sector strengths are maximised.

Effective individual leaders are needed
to mobilise support for a regeneration
strategy

As well as getting the right structures in place, our engagement with
businesses has highlighted the role of individual leaders in
mobilising support for a development strategy and maintaining
momentum to see it delivered. Effective local leaders can challenge
existing ways of working, clearly articulate a high-level plan for
development and engage businesses to enlist their support and
investment. They can command the attention of central government
to negotiate better deals for their local economies and market their
cities internationally.
CBI members have stressed the significance of forward-thinking
council chief executives, such as Sir Howard Bernstein in
Manchester and Tom Riordan in Leeds, in challenging orthodoxy
and instilling a business-friendly approach within their
organisations. Their ability to take an apolitical view is useful,
allowing the type of long-term forward planning necessary for
successful regeneration.
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Case study:
Liverpool mayor makes a strong start
Joe Anderson became Liverpool’s first directly-elected mayor in May
2012, an appointment that has been widely welcomed by companies
who recognise the need for an identifiable and accountable
figurehead that can champion the city at home and abroad. Local
business leaders have credited the mayor with managing to change
perceptions of the city, taking a commercial approach to secure
investment.
While the position only has formal powers over the Liverpool City
council area, the mayor has been able to use his influence to
co-ordinate neighbouring authorities around his vision for the region.
Through his economic development company Liverpool Vision,
Strong political leaders are also needed to provide accountability
and visibility for economic development. We believe that having a
powerful figurehead at the top of new Combined Authorities or
similar collaborative structures will help strengthen them, as has
been the case with the London Mayoralty. Businesses have been
positive about the impact of recently-elected mayors in areas like
Bristol, Liverpool (see case study) and Leicester but would like to
see their jurisdictions increased to give them more influence over
the strategy for the whole local economy.

RECOMMENDATION
The case for individual leaders of city regions should be
examined following the introduction of combined authorities
in major cities

Local Enterprise Partnerships must provide
clarity around a single plan for growth…
Strong leadership in the public sector is important but the private
sector must also play a leading role to establish a vision for local
development. Indeed, without the buy-in of businesses a
regeneration strategy will not be deliverable. The creation of LEPs
in England is therefore welcome as they provide an opportunity for
the private sector to lead the formulation of a local growth strategy
in partnership with council leaders.
While these bodies do not cover the devolved nations, it is no less
important to ensure that the right structures are in place here to
enable businesses to engage, influence and lead strategies for
development. In Wales, Enterprise Zones like the one in Deeside
(see case study, opposite) are starting to fulfil this role.
LEPs have come a long way in the last year. Their early progress was
stymied by lack of resources and meaningful powers leaving many
businesses sceptical about whether they could make a significant

the mayor has overseen the creation of 135 new businesses in the
city this year and has crucially secured the International Festival of
Business in 2014 – the largest event of its kind to be staged in the UK
since 1951.10 He has also played an integral role in mobilising support
for key regeneration projects in the city such as the Anfield Project,
which will see a consortium led by the City Council, Liverpool FC and
Your Housing Group clear 300 derelict and substandard properties
build 250 new homes and create a new business park.

growth impact.11 But with a minimum level of core funding and
growing influence over money spent on local projects, they have the
potential to become more powerful and effective in the future. They
must now step up to the challenge and play a significant role in
regeneration over the coming years.
Following the 2012 publication of Lord Heseltine’s review, No stone
unturned in pursuit of growth12 and the government’s response,
LEPs have been invited to establish multi-year strategic economic
plans, which will be used to bid for a share of a newly established
Local Growth Fund, worth £2bn a year. This is in addition to
European structural and investment funds (discussed in the final
chapter). Each LEP will negotiate a growth deal with central
government based on the strength of their strategies.
Businesses support this approach, as it provides greater freedom
for LEPs to tailor their programmes to local need, but to be truly
effective LEPs will need to push for more local coordination. They
will need to work with local and central government to bring
together a wide range of growth initiatives.
Indeed, at the same time as negotiating support for LEPs’ strategic
economic plans central government is pursuing a wide range of
related activities. These include the negotiation of further rounds of
City Deals – which enable individual towns and cities to negotiate
new powers and resources from central government – as well as the
creation of the new Combined Authorities already mentioned.
These initiatives have similar objectives but are not necessarily
focused on the same geographical areas, which needs to change.
Businesses believe that they should be brought together as far as
possible and, if necessary, boundaries adapted to provide greater
clarity about ‘what the plan is’ for the functional economic area.
Ideally, LEP boundaries should match those of a Combined
Authority, City Deals and the Local Transport Bodies responsible
for channelling investment into local transport schemes.
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Case study:
Welsh Enterprise Zone brings public and private sectors together
While there are no Local Enterprise Partnerships in Wales, since being
designated in 2011 Enterprise Zones have provided opportunities for
businesses to influence the regeneration of key employment sites. The
Deeside Zone in North Wales is a case in point as formal business input
has enabled it to make a strong start.
Deeside was one of the first Enterprise Zones to be created by the
Welsh Government and has been set up to target inward investment
from advanced manufacturing companies, building on its existing
strengths in this sector. The area already boasts a number of key
‘anchor companies’ such as Toyota, UPM and Tata Steel, and the Airbus
site at Broughton is believed to be the single, largest employment site
in the UK, with 6500 jobs in itself and a further 2000 in associated
subcontractors and suppliers within the site.
These companies have a history of working positively with both the
Welsh Government and Flintshire County Council in the area and
acquiring Enterprise Zone status has helped to solidify this partnership.
A private sector led board has been established involving the major
employers Glyndwr University, Coleg Cambria, the regional Further
Education college for North East Wales, financial institutions and a
major trade union and a strong consensus is driving forward the zone
on the twin tracks of skills/training and R&D/supply chain
development.
Development in the zone is also progressing with a planning
application now approved for the 200 hectare Northern Gateway site
that will accommodate up to 5,000 jobs and over 700 residential units.
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Case study:
Northern Ireland regeneration: one plan to rule them all?
A common theme in the roundtable discussions held across the
country to inform this project was the need for greater clarity over
who is responsible for the setting the strategic vision for the
development of local economies. Regeneration necessarily
involves the coordination of a number of different players but
businesses are not always convinced that objectives are
sufficiently aligned.
Complex governance arrangements were not just seen as a
problem in England, in Northern Ireland too the number of bodies
with responsibility for regeneration was thought to be too many.

To be effective, LEPs’ plans must also be specific when outlining
their priority development projects. Private sector investors respond
well when they know what the most important projects for a local
area are and believe they have strong political backing. They also
need an indication of expected costs. To make the most of the new
funding stream LEPs’ plans should be as specific as possible about
the projects they will be backing, how they aim to finance them and
when they will be delivered.

RECOMMENDATION
Central government must work with LEPs to adapt geographical
boundaries so that LEPs, Combined Authorities, Local
Transport Bodies and City Deals all cover the same area

RECOMMENDATION
LEPs must use their Strategic Economic Plans to clearly set
out development priorities, how they will be financed and a
timetable for their delivery

Currently, the Department for Social Development, Department for
Finance & Personnel, Department for Trade & Investment, the
Office of the First and Deputy First Minister, the Department for
Regional Development and the new ‘super councils’ all have a
stake in the policy area.
Businesses would like to see a strategic vision developed for
regeneration in Northern Ireland with the various stakeholders
involved in delivering it working more closely together.

…central government must back these
plans through the Local Growth Fund….

To ensure LEPs live up to expectations government must play its part
to strengthen them. It can do this in two ways – through being
flexible on how funding is spent and incentivising collaboration.
One of the main attractions of Lord Heseltine’s ‘single pot’ idea was
that it should be up to local leaders to decide what to spend it on.
Therefore, it is important that when allocating the Local Growth
Fund, central government affords LEPs flexibility, rather than
dictating how specific proportions of it are spent.
Furthermore, incentives for LEPs to work together must be adopted.
The CBI is in favour of including a competitive element to the Local
Growth Fund to ensure that only robust plans with the greatest
return on investment are funded. However, competition should not
preclude LEPs from working with one another across their
boundaries when a strategic approach is needed. While some good
examples of joint working are already in evidence (see case study
opposite), government must encourage more of this activity by
rewarding those LEPs that show positive collaboration in their
growth plans.

RECOMMENDATION
Through the Local Growth Fund government should reward
collaboration between LEPs
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Case study:
New Anglia and Greater Cambridge, Greater Peterborough LEPs
collaborate to unlock key development site
Situated on the border of Suffolk, Essex and Cambridge, Haverhill Research Park is a key development in the pipeline that will provide
new space for technology companies across a wide spectrum; from start-ups to global players. The park will provide up to 45,000 sq ft of
offices, laboratories and technology suites as well as residential accommodation and local amenities. The development is expected to
create 2,000 new jobs, complementing the area’s pre-existing strengths in technology sectors, and homes for around 350 people.
The New Anglia LEP and the Greater Cambridge, Greater Peterborough (GCGP) LEP areas both stand to reap economic benefits from the
delivery of the site. Working together alongside St Edmundsbury Borough Council, they each provided loan funding through the Growing
Places fund to enable the construction of a new link road that will unlock the first phase of the development. The project hinged on
support from both LEPs so it was essential that both were committed to the scheme and could work with the developer to see it
progressed.
On announcing the funding, the chairman of GCGP LEP said: “Working together on this project with New Anglia LEP and St Edmundsbury
borough council has meant we can bring a significant amount of new jobs and much needed new homes to the area”

…and all political parties must commit
to LEPs over the long term

Finally, as LEPs come into their own, it is important with an election
on the horizon that there is cross-party political support for them to
build confidence further. While the size of the Local Growth Fund
has been criticised by some, the CBI believes a share of £2bn each
year is a good start, particularly once supplemented with EU funds.
What is important is that LEPs can rely on access to these funds over
a number of years and have confidence that political cycles will not
disrupt delivery of the multi-year plans they are working on.

RECOMMENDATION
All political parties should commit to backing LEPs and
maintaining the local growth fund in their election manifestos
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3 Successful regeneration requires positive
and proactive planning

Once a strategic vision for a local economy is
established, proactive planning is a key ingredient for
success. Without this, development might be brought
forward but it will not be joined up, and may not
contribute to achieving the best overall outcomes.
Despite tough financial conditions, councils must
respond to this challenge, maintaining capacity and
establishing clear plans that support the wider growth
objectives of the local economy.
At a project level, businesses want to see clear and credible
masterplans for key sites drafted in close collaboration with local
developers. Once these plans are in place councils must think
creatively about how they can use the available planning powers,
such as Local Development Orders, to help get projects up and
running quickly. They must also work with developers to ensure that
the infrastructure associated with the project can be built without
compromising viability. This will mean taking another look at the
way in which local infrastructure levies, such as the Community
Infrastructure Levy, are applied. Neighbouring councils must also
work together with LEPs to adopt a strategic approach to ensure
enough homes are built to meet rising demand.

Exhibit 4 Planning budgets have been cut more
than any other local authority service area
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Councils must retain the capacity to plan
for regeneration…

Planning is, and always will be, central to our ability to regenerate
local economies. But with austerity measures biting, local
authorities have had to take a hard look at how they manage their
limited resources. Planning departments have been no exception to
this. Between 2010/11 and 2011/12 the median budget reduction for
planning services in county councils was 27%, and around 16% for
district councils (Exhibit 4).13 A more recent survey by the Guardian
has shown that three quarters of councils plan to make further cuts
in the next financial year.14
The businesses we spoke to as part of this project expressed
concerns that these cuts will have a detrimental impact on local
authorities’ ability to both plan for regeneration and the speed with
which relevant applications are dealt with. Indeed, they are already
noticing the impact on quality of service, and this is likely to
become even more striking as the pace of the economy picks up
and the property market recovers.
Councils must respond to this challenge and take a positive and
proactive approach even with limited resources. For instance, some
have chosen to merge planning and economic development
departments to realise efficiency savings, recognising the similar
objectives of these teams.
They can also look to set up arm’s-length regeneration companies
with a remit to implement area-wide strategies, reminiscent of the
Olympic Delivery Authority which was responsible for delivering
development for the London 2012 games. While not appropriate in
all situations, feedback from CBI members has been very positive
about the performance of these organisations in the past. They have
found that the separation from other local authority functions helps
to embed a commercial focus, improving the quality of engagement
with the private sector.

RECOMMENDATION
To manage limited resources local authorities should consider
setting up arm’s-length bodies to deliver local regeneration
strategies
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Case study:
Hereford Futures: commercial approach from local authority
helps secure much-needed regeneration
Like most councils Herefordshire has been under pressure to save money while maintaining service delivery in recent years, but the area
also required new development to unlock growth. Despite a good skills profile, good quality of life for residents and a number of highperforming business sectors – such as food and drink and defence – a lack of suitable housing, high levels of traffic congestion and low
levels of retail spend meant that Hereford was not achieving all that it could.
The council undertook a root and branch review of its functions and found that by adopting new working practices they could occupy less
space at lower environmental and financial cost and make key strategic sites available for development. This has been the catalyst for
100 acres of masterplanned mixed use regeneration progressed by a commercially focused delivery organisation, Hereford Futures.
The arms-length body has had some notable successes, including securing £80m of private investment to deliver 29,000 sq m of new
retail and leisure floorspace in the city centre, securing a development partner to deliver 800 new homes in a new urban village and
working with the Herfordshire Business Board and the Marches LEP to secure the Hereford Enterprise Zone.
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…ensure masterplans are realistic and
deliverable…

…and use the planning powers available
to get projects off the ground

Even before the financial crisis, too many masterplans were adopted
without approaching the market to check their feasibility.
Consequently a large number of projects have remained on the
drawing board. Following the recession even more plans were found
to be unrealistic with expert evidence to a Commons select
committee suggesting that 90% of regeneration projects had
stalled.15

For instance, in cases where the public sector is looking to
encourage development on its surplus land, local authorities should
consider obtaining planning permission before going to the market,
particularly when sites are at the margins of viability.

Even with the appropriate capacity, local authorities need to take a
collaborative approach to planning regeneration through
masterplans. As discussed in the previous chapter, LEPs and
Combined Authorities or the equivalent in devolved nations, must
establish high-level plans for their local economies. Once this
overarching strategy is set, it is down to local authorities to
masterplan regeneration at a project level, securing the buy-in of
local developers to ensure it is realistic and deliverable.

In the current economic circumstances, with market confidence and
investment yet to return to pre-crisis levels, it is particularly
important that masterplans are produced in close collaboration
with local developers. This does not mean regeneration can’t be
ambitious, but it does require flexibility on both sides to find the
most practical and cost effective means of achieving it. Successful
projects balance the overall objectives of the programme with the
need to create a viable and deliverable plan – the masterplanning
of 100 acres in the centre of Hereford, is a good example of this (see
case study).

RECOMMENDATION
Local authorities must engage with local developers to test
emerging masterplans and ensure they attract maximum
market interest

A robust masterplan is an important step towards a deliverable
regeneration project, but there is more still local planning
authorities can do to regenerate. Obtaining permission for new
development can be a time consuming process and it is a risk that
firms weigh up when taking investment decisions. As well as
ensuring that they deal with applications quickly and efficiently,
local planning authorities can mitigate this risk using their own
powers to help tip the balance in favour of development.

In the right circumstances, Local Development Orders (LDOs), which
remove the need for planning permission for certain types of
development, also provide an opportunity for local authorities to
speed up building projects. This gives schemes more certainty
which helps attract investment, meaning they are likely to move
forward more quickly, building momentum for regeneration of a
clearly defined area.
Although the Heseltine Review commented that the application of
LDOs had been restricted to ‘relatively minor schemes’ there are
some encouraging signs of change.16 A number of authorities and
LEPs such as Greater Birmingham and Solihull (see case study
opposite) have made recent progress with setting up new LDOs,
particularly as a means for providing an additional incentives for
investment in Enterprise Zones.
There are now 35 LDOs in place across 13 Enterprise Zones, which
signals a dramatic increase in the last couple of years. Local
authorities must build on this momentum and promote their use by
making them key components of the Growth Deals that will be
agreed with LEPs by July 2014.

RECOMMENDATION
Government should make Local Development Orders key
components of the Growth Deals struck with LEPs to speed up
development at priority sites
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Case study:
Speeding up planning in the Greater Birmingham and Solihull LEP area
Greater Birmingham and Solihull LEP has moved quickly to
streamline planning rules for some of its key development sites.
So far, three LDOs have been adopted by two local authorities
within the LEP area – two covering the Birmingham City Centre
Enterprise Zone at Digbeth and Birmingham Science Park and
a third covering the whole of the proposed Enterprise Zone area
in South Kidderminster.
In each case, the presence of a strong strategic vision for the
development of the sites in question was a key factor in
initiating and adopting the LDO. Birmingham’s Big City Plan had
identified the Science Park as a key destination for investment
by companies in the technology sector and the simplified
planning arrangements are aimed at enabling the reuse and
conversion of buildings to make it easier for these companies to
use space flexibly. The South Kidderminster LDO is more wide
ranging, including the development of new buildings over a
large geographical area.
The adoption of the LDOs is creating a sense of positive
momentum behind the development zones and has prompted
Birmingham City Council to explore the creation of two further
LDOs in the near future.

A flexible approach is also needed
to deliver infrastructure…
At the same time as taking opportunities to streamline planning to
improve the prospects of development, it is essential that schemes
are not made undeliverable by overly stringent obligations on
developers to provide associated infrastructure.
Businesses recognise that new development creates a need for new
infrastructure – indeed regeneration projects themselves often rely
on roads, energy and power connections being in place first. They
are used to working with local authorities to negotiate the delivery
of this associated infrastructure. In particular, Section 106
agreements determine the financial commitment or amount of
infrastructure that must be provided to mitigate the impact of the
main development. While this system is not perfect, it is flexible
enough to accommodate projects which, by their nature, are on the
margins of viability and require the public and private sectors to
work together creatively.

However, the introduction of the Community Infrastructure Levy (CIL)
in England and Wales, which is set to replace the current funding
system of Section 106 agreements, risks reducing the flexibility with
which associated infrastructure is built. CIL imposes a flat rate tax
based on the size of the properties being built. The policy was
conceived before the financial crisis at a time when economic
circumstances were very different but it now risks holding up
projects, particularly in parts of the country where viability is
hardest to achieve.
Indeed, far from creating a simple and transparent system, CIL has
become complex, slow to introduce and onerous to apply. In
addition, there is little consistency in approach with neighbouring
authorities sometimes levying vastly different rates. For example,
a 100 unit residential development in the London Borough of
Wandsworth could attract a CIL payment of £4m, but in
neighbouring Battersea the charge would be just £1.75m.17
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So it is no surprise that firms are worried that CIL will have a
negative impact as it restricts cash flow, and reduces certainty
about the delivery of project-related infrastructure. To manage CIL
and boost regeneration the CBI believes that local authorities that
have not yet implemented it should have the option of delivering
site specific planning obligations through Section 106 agreements,
with the deadline for transition to CIL removed.

RECOMMENDATION
To ensure regeneration projects remain viable, the deadline
by which all local authorities in England must transition to the
Community Infrastructure Levy should be removed

…and enough homes in the right places

Finally, to support regeneration, the planning system must ensure
that enough homes are built to support the growth of the local
economy. This means local authorities must work together to ensure
sufficient housing is delivered in the right places to keep prices
affordable and attract new people to live and work in the area.
However, across the UK, house building is failing to keep pace with
household growth and in England less than half the required
number of homes are being built each year.18 This has made housing
increasingly unaffordable in many parts of the country and even
with the impact of the recession the average house price in the UK
almost doubled between 2001 and 2011.19 For individual towns and
cities the situation can be starker and fast growing towns such as
Brighton and Cambridge now have average house prices that are
over ten times the average annual salary.
To address this, councils must ensure enough land is set aside for
new homes. They have the opportunity to do this by designating
sites for house building in their local plans, which are crucial
strategic documents that indicate the type of development that can
take place in any given area.

However, recent studies have revealed a pattern of councils cutting
the number of homes they are planning compared with previous
regionally-set targets. Indeed, a recent report from BNP Paribas
estimates that the level of locally planned houses is 7% lower than
these targets.20
To reverse this trend councils must work together to ensure enough
homes are built over the functional economic area. Currently, by
law, councils have a ‘duty to cooperate’ on planning issues that
have impacts across borders. However, this provision is not proving
strong enough to get neighbouring local authorities working
together, as evidenced by the fact that failure to apply ‘the duty’ has
been frequently cited when draft local plans have been rejected by
the Planning Inspectorate.
To support better and more strategic cooperation, LEPs need to play
an active role, working with local authorities to plan for housing to
support the whole local economy (see case study opposite). One
way in which they can do this is by encouraging councils to pool the
money they receive through the New Homes Bonus, which is a grant
awarded to councils in England based on the amount of additional
council tax generated when new homes are built. By pooling the
money across the LEP area, councils are incentivised to work more
closely with one another to plan for sufficient housing and can
ensure the money is reinvested on shared priorities for the local
economy.

RECOMMENDATION
LEPs should challenge local authorities to pool the New Homes
Bonus to facilitate strategic planning for house building
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Case study:
West of England LEP moves to ensure sufficient housing is delivered to support
its growth ambition
The West of England has a history of prosperity and growth.
The LEP area has the fourth highest concentration of employment
in the knowledge economy and was one of only two across
England in which enterprises per capita grew between 2010 and
2011.21 With this performance in mind, the West of England LEP set
challenging targets for the area to create 95,000 new jobs by
2030 and for GVA to be growing by 3.4% a year by 2030.
However, at the same time as this target was being set, all four
local authorities in the area were drafting Local Plans in which
they significantly reduced the planned housing numbers in
comparison to those that had been established.
In total 35,000 fewer homes were planned in the draft plans than
had been allocated through South West Regional Spatial Strategy,
which formerly dictated required housing numbers.22
Recognising the disconnect between their targets for growth and
planned housing delivery the LEP is now working with its local
authorities to deliver a strategic housing market assessment,
that will independently assess the housing need for the area.
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4Targeted action is required to rejuvenate
town centres

Nowhere is strong leadership and proactive planning
more important than on the high street. A thriving town
centre is important from both a social and economic
perspective: businesses benefit from being located
close to their customers, suppliers and competitors
and local people benefit from a sense of community,
lower crime levels and access to amenities.
Looking ahead, the reality is that fewer shops will be needed than
before, so new uses must be found for properties that have
traditionally been used for retail. We need more active management
of high streets, which often suffer from a lack of direction and
coordination due to the disparate ownership of property. In
Business Improvement Districts (BIDs) there are ready made
structures with the potential to take greater control of the
regeneration of town centres. These need to be strengthened,
evolving into collective investment vehicles that can bring about the
more radical change that is necessary.
The business rates system also needs reform as it is accelerating
the decline of town centres at a time when they need to be
rejuvenated. Rises in rates should be capped in the short term with
wider reform of the system then explored. In addition, the coalition
must follow the lead of the devolved nations by cutting rates for
companies that choose to occupy empty properties on the high
street.

High streets must evolve to remain
the hubs of local economies

Businesses believe high streets are worth saving. They are the focal
point of local communities and provide a sense of identity for a
town. Vibrant town centres also provide the conditions for more
productive businesses. By locating close to each other, ideas and
best practice are more easily spread. Industry clusters can make the
production of goods or services even more time and cost efficient.
Likewise, a thriving town centre can make for an attractive working
location given the close proximity of retail and other amenities.
However, the UK’s presence at the leading edge of the ecommerce
revolution is having a profound effect on our high streets. In 2012
internet spending in the UK was higher than any other country23 and
online sales have almost trebled over the last five years (Exhibit 5).24
Some retail functions have already moved mostly online with 80%
of music and 52% of books already sold through this route. For
some retail types high streets are uncompetitive, with online
formats offering cheaper prices and more convenience. This has led
to an overall contraction in the amount of floorspace occupied by
retailers and the national shop vacancy rate has remained
stubbornly above 14% since 2010 (Exhibit 6).

Exhibit 6 The proportion of empty shops remains
stubbornly high
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Exhibit 5 Internet sales are on the rise
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Case study:
Trinity Leeds – creating jobs and growth in Leeds city centre
Trinity Leeds is an example of sustainable town centre regeneration offering a ‘full leisure experience’. This million square foot shopping
and leisure development opened in March 2013, redeveloping the three busiest high streets in Leeds. The site offers a choice of over 120
shops and cafes and includes a multiplex cinema under a single roof, this makes for a development that is attractive to customers in all
weathers.
As well as increasing the retail capacity of Leeds and supporting additional retail jobs, the construction of Trinity Leeds created 622
directly and 1144 in the construction supply chain during a severe downturn in the construction industry. The project is estimated to have
contributed £740m to the UK economy in the construction phase alone and will contribute a multiple of this amount once operational.
As well as these economic impacts, Trinity Leeds has made a social contribution to the city on many levels. Around 55% of construction
workers came from the Leeds and Yorkshire areas. 180 people were trained or given work experience, 30 schools and colleges took part
in educational visits and £40,000 was donated to local community and charity groups.
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This is not to say that retail can no longer drive regeneration, but a
broader offering – combining shopping with eating out and a leisure
activity like a cinema – increases the chance of success. Shops
must also complement retailers’ online offering, with stores more
frequently acting as showrooms with click and collect facilities.
Prime city centre, such as described in the Trinity Leeds case study,
and out of town locations tend to meet this need well.
Realistically, this cannot be achieved everywhere and in the future
many high streets will have fewer shops than before. But a smaller
high street can be consistent with a more vibrant and sustainable
town centre and local authorities must work with local businesses,
developers and other parts of the public sector, as is happening in
Gateshead (see case study below), to get development started.

For example, a small but effective change would be to remove the
need for planning permission for cafés and restaurants wanting to
provide outside seating in town centres. CBI surveys have revealed
that sales in consumer services are rising at their fastest pace since
2007 and they are likely to remain a key feature on future high
streets.25 Cafés and restaurants are increasingly looking to provide
external seating, enabling their customers to take longer breaks. In
out of town shopping centres the process for getting a licence to use
such space is relatively straightforward and the costs predictable.
However, on high streets it can be more burdensome, with planning
permission required, which can take as long as ten weeks to
determine and involve a planning fee.

Case study:
Strong partnership transforms Gateshead town centre
Trinity Square is a mixed use regeneration scheme in the heart of Gateshead, which is transforming the town centre, providing new space
for businesses to locate, students to live and local people to access public services.
The scheme provides 240,000ft2 new retail space centred on a new town square, anchored by a Tesco Extra supermarket and a multiscreen Vue cinema. A large student village for Northumbria University will open in 2014, providing high quality accommodation for almost
1,000 students and boosting footfall in the town. The project also includes a new 15,000ft2 NHS health centre, 27,000ft2 of offices and a
750-space town centre car park.
The success of the scheme has been built around strong collaboration between the private sector developer – Spenhill Regeneration –
Gateshead Council and Northumbria University. Working together they were able to secure the necessary pre-lets to anchor the
development, with the new student accommodation and Tesco Extra particularly important in ensuring its viability.
The scheme is already making an impact. Within the first three months of opening weekly spend in the town centre has risen from £1.3m
to £2m and footfall is also up by 50%. The new student accommodation will add to the diversity of the residential population and the
vibrancy of the centre throughout the day. In total it is expected that 1,000 jobs will have been created or protected as a direct result of
the scheme.
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Case study:
Rotherham reduces parking charges to increase town centre footfall
Rotherham has used parking policy as an effective strategy to
improve footfall. This has helped existing retailers and encouraged
new occupancy reducing the proportion of vacant commercial
properties.
Two innovative and successful initiatives have been used. In 2009,
Rotherham introduced ‘Free after 3’ allowing customers to park for
free on all public car parks after 3pm. Analysis showed this was
effective in increasing footfall after 3pm during a period when retail
failures were at their peak.

Similarly, by taking a far-sighted approach to setting car parking
charges, local authorities can encourage people into town centres.
However, some councils have chosen to increase parking charges at
publically owned car parks and adopt more aggressive traffic
enforcement policy in order to raise tax revenue. According to the
latest figures, English councils had a total current account surplus of
£565m from on and off street parking operations in 2011-12, up from
£511m in 2010-11.26
High parking prices in town centres make shopping there
unattractive relative to out-of-town and online. Such measures that
reduce footfall will lead to a less attractive high street, which in turn
leads to more empty shops and a financially significant drop in
revenue raised from business rates.
A better approach, such as that adopted by Rotherham (see case
study above), would recognise that lower public parking charges
as part of a wider strategy can create positive economic and social
impacts and ultimately raise tax revenue.

RECOMMENDATION
Government should remove the need for planning consent for
temporary outside seating on high streets and standardise
licensing arrangements across local authorities to encourage
customers to stay longer in cafes and restaurants

In 2011 and 2012 consumer spending, particularly in Northern
England, was weak. In response, Rotherham Metropolitan Borough
Council introduced free Saturday parking. Analysis suggests that
this was effective in increasing footfall by encouraging local
residents to shop on the high street rather than at out-of-town
shopping centres.

Planning changes are required to enable
retail units to be converted more easily

While local authorities have a number of tools at their disposal to
improve the prospects for existing companies in the heart of towns,
there is still a pressing need to find new uses for properties outside
of the core shopping areas that can no longer support retail.
Town centres need to reflect the reduced demand for shops,
while boosting housing numbers can meet the needs of a growing
population. Indeed, town centre living has become increasingly
popular, with people valuing good access to transport links and
local amenities provided by central locations. Higher footfall
generated by larger residential populations around high streets will
also improve the chances of success for the businesses that remain.
Enabling the conversion of shops in to homes is therefore a
double-win and is a key change that needs to take place. The
government has recognised this and has proposed removing legal
barriers to changing what purpose a building is allowed to be used
for. The CBI supports the government’s proposals to enable vacant
retail units to be converted into new homes and would urge
government to introduce these measures as soon as possible.27

RECOMMENDATION
Government should move forward quickly with its plans to
enable the conversion of retail property to provide new homes
and new uses for buildings that can no longer be used for shops
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Businesses must join up to lead high
streets’ regeneration

Making it easier to change the use of property will help to create
shorter and more focused high streets, but it is still crucial that they
are well managed, with strategies in place for their development.
The 2011 Portas Review into the future of the high street rightly
highlighted that disparate ownership of property on high streets is
a key barrier to this happening.28 Indeed, a more recent poll has
revealed that 90% of senior retail figures do not think high streets
can be transformed while this fragmentation remains.29
Having a number of different owners prevents the creation and
implementation of a strategy for development, making it difficult to
make decisions about what to do with vacant space or to balance
the different range of uses on the high street. In contrast, shopping
centres tend to have a single owner that can proactively target
businesses to fill units and adapt quickly to changing market
conditions.
If high streets are to be rejuvenated the problems associated with
disparate ownership must be tackled, and Business Improvement
Districts (BIDs) can help with this. In BIDs there are already
structures that bring together companies over a defined area in
order to fund improvement projects. There are now over 100
established across the UK funded by companies through additions
to their business rates bill. They have had a number of successes
since their introduction and are well supported by companies in
town centres – 99% of BIDs are renewed after their first term.
Building on this success, there is the potential for BIDs to do more,
particularly by setting out a business-led vision of how they want
town centres to change. In particular, BIDs now have the opportunity
to draw up Neighbourhood Plans to set out where development
should take place and how property should be used. In this way,
businesses can play a leading role in setting out a clear strategy for
high streets’ regeneration and a number of BIDs are exploring the
opportunities this presents.30

However, up until now, BIDs in the UK have tended to have limited
resources, preventing them from taking on more ambitious projects,
and this needs to change. If they are to play a more active role in
implementing regeneration strategies they will need to involve
property owners as well as occupiers and take on powers to raise
capital to fund development works. In the future this means BIDs
could evolve towards collective investment vehicles designed to
implement a clearly defined strategy for the development of the
high street.
Local authorities need to support these efforts and enter into area
wide improvement agreements with BIDs, in particular, making
better use of Compulsory Purchase Orders (CPOs). CPOs enable
them to buy assets that are preventing change on the high street in
line with the agreed strategy. The CPO process however, can be
complex and controversial, with the fear of legal challenge from
owners acting as a deterrent.
To encourage greater use of CPOs, it may be necessary to give
owners of property being compulsorily purchased the option of
receiving market price or the equivalent share in the investment
vehicle set up to carry out the regeneration of the high street. This
would help avoid disputes around compulsory purchase by giving
existing property owners a share in the value created by changing
property use.

RECOMMENDATION
To provide greater collective ownership of high streets’
regeneration, Business Improvement Districts should be
granted powers to raise capital and enter into improvement
agreements with local authorities based around
Neighbourhood Plans

RECOMMENDATION
To reduce the risk of legal challenge, owners of property bought
through Compulsory Purchase Order should have the option of
retaining a stake in the body responsible for regenerating the
high street
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Exhibit 8 While business rates have grown, rental
values have dropped substantially on the high street

Exhibit 7 Business rates have increased more than
other business taxes
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Government must reform business rates
to support firms on the high street

Even with greater business involvement and changes to the
planning regime, an unsupportive tax system will block
regeneration. Indeed, excessive business rates are currently an
unacceptable burden on companies and as a result are pushing
firms from the high street at a time when we should be encouraging
greater occupancy. In the last decade, business rates revenues
collected by the Treasury have shot up by 38.5% – more than any
other business taxes (Exhibit 7).
Business rates are one of the largest business taxes that are
unrelated to profit and for this reason they have a distortionary
effect. Given the complexity in the business rates system
government should look to introduce reform over the medium to
long-term, but more immediately it can curb the impact of high rates
by capping the annual increase at 2% (rather than matching RPI
inflation).

RECOMMENDATION
To ease the growing burden of business rates government must
cap annual increases at 2% and establish a full review of the
system
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Not only are the rates being paid by businesses disproportionately
high, they also do not accurately reflect the value of the properties
they occupy. Last year government took the puzzling decision to
postpone the revaluation of commercial property that was due to
take effect in 2015. This means that firms are still paying rates based
on pre-recession values, which fail to reflect the diminished
economic value of the high street as a result of the recession and
the migration of activity from the high street to out-of-town and
online. As analysis from GVA shows, properties on high streets
in secondary town centres are among the worst affected by this
change (Exhibit 8).31
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To address this, businesses have always been in favour of
revaluations taking place at regular intervals to ensure that the rates
they pay reflect the properties they occupy. Delaying the 2015
revaluation has undermined confidence in the system as companies
can no longer have certainty about the regularity of revaluations. It
is important that the government revaluates commercial property in
2017 and undertakes revaluations according to set timeframes
thereafter.

RECOMMENDATION
To provide business rates certainty, central government must
go ahead with the revaluation of commercial property in 2017
and commit to revaluations at set periods thereafter

But as well as ensuring business rates are fair, businesses believe
that incentives could be introduced to support the regeneration of
town centres. Empty shops create a cycle of decline, discouraging
people from visiting town centres, making existing businesses less
profitable and possibly leading to further failures and vacancies.
This cycle is compounded by the fact that businesses are put off
areas with a high proportion of empty shops.

Through targeted action it is possible to make it more attractive to
occupy vacant properties. Being a fixed cost, business rates are a
risk to businesses contemplating moving into a new location where
they will not have an established customer base. The perception of
risk may be particularly high if businesses see a high number of
vacant properties around their potential location. To counter this,
businesses in England could be given an incentive to occupy vacant
properties through a business rates discount (as is possible in
Scotland and Northern Ireland) or be given a one-year business
rates holiday.

RECOMMENDATION
To incentivise businesses to occupy empty properties,
businesses that do so should qualify for a one-year business
rates holiday

The next regeneration: Unlocking local growth
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5 Local and national infrastructure must be
delivered to unlock regeneration

Beyond high streets, new and improved infrastructure
must be delivered to unlock local economic growth.
Indeed, reliable infrastructure is often a critical
component in regeneration because it can be the
decisive factor in attracting private investment into an
area. Developers recognise that companies and the
people that work in them increasingly require
properties that are well connected and will not take the
risk of backing schemes without strong transport links.
As such, both national and local infrastructure must be
built to encourage wider investment.

The good news is that local transport schemes can be completed in
relatively short timeframes and generate a quick return. However,
failure to join up public funds at a local level makes them difficult to
get off the ground. In addition, while the creation of new Local
Transport Bodies in England promises to give greater control to local
leaders, it is important that the schemes they back are fully aligned
with the wider priorities for the area.
Likewise, larger, national projects may be planned and financed
centrally, but they also need to be integrated with local strategies
to ensure they are fully capitalised on. This will help in making the
case for investment in these schemes to local businesses and
communities.

Exhibit 9 Businesses believe local transport networks
have deteriorated
How do the following transport networks compare with five years ago?
Local roads

Motorways
Got worse
46%

Improved
4%

Improved
19%

Stayed the same
35%

Stayed the same
23%

Got worse
73%

Commuter rail

Intercity rail
Got worse
24%

Got worse
46%

Improved
20%

Improved
40%

Stayed the same
36%

Stayed the same
34%
Source: CBI/KPMG infrastructure survey 2013
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Case study:
Proposed Metro extension to provide a significant boost to growth and jobs
in the West Midlands
The Black Country Core Strategy has identified the role of transport infrastructure in supporting economic growth and regeneration of the
area, including the four strategic centres of Wolverhampton, Walsall, West Bromwich and Brierley Hill. The existing Midland Metro Line
One connects Wolverhampton to Birmingham via West Bromwich and Centro, the West Midlands Passenger Transport Executive, are
promoting an extension of this line from Wednesbury to Brierley Hill to unlock economic development and underpin land use changes
along the corridor.
It has been estimated that the scheme could generate a total of 8,000 jobs across the Black Country and add as much as £170m
additional GVA to the economy. It could also lead to an increase in commercial land values in its catchment area by 8%.
The Wednesbury to Brierley Hill scheme is forecast to cost £270m. Centro has secured the Transport & Works Act powers to build the
scheme, however the scheme currently remains unfunded which in turn means that the Black Country, the West Midlands and the
national economy are yet to realise the identified benefits.

Local transport improvements are a priority
for businesses
Large-scale, national infrastructure improvements understandably
dominate headlines but local network improvements can be just as
important and are more frequently a concern for firms. The 2013
CBI/KPMG infrastructure survey reveals that 73% of business
leaders believe that local roads have deteriorated in the last five
years, compared with 46% who feel the same about the motorway
network (Exhibit 9). Similarly, while 40% feel intercity rail services
have improved in recent years only 20% think the same to be true of
commuter services.

This view that local transport systems are deteriorating is worrying
because schemes like the Metro line extension described in the
case study above can boost local growth, and the costs of not
addressing weaknesses can be significant. Of 31 local transport
projects assessed by the National Audit Office, 26 were judged to
provide high value for money with estimated benefits at least
double the cost of the project.32 Without a concerted effort to
progress these projects, local networks will become substandard
and act as a drag on the local economy. Indeed, the Eddington
transport study calculated that congestion on UK roads could cost
the economy £22bn by 2025 if left unchecked.33
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Empowering local areas and joining up
funds will ensure schemes progress

Local infrastructure improvements must be taken forwards at the
same time as, and integrated with, regeneration plans. Too often
they are viewed in isolation meaning that the opportunities to
secure wider investment on the back of transport improvements are
missed. Businesses believe it is up to strong local leaders to bring
developers together with local transport providers at an early stage
to ensure this potential is realised.
To support wider integration, central government must devolve
powers for transport investment and join up central funding
streams. This means it should focus its attention on truly national
transport schemes and empower local bodies to take control of
sub-national schemes. Around 60% of businesses located across
the regions of the north and the Midlands said greater local control
of spending would benefit the delivery of smaller transport
schemes.34
In addition, as previously mentioned, government must join up a
wide range of central funding streams and make them available to
local areas through the Local Growth Fund. This will enable closer
coordination of transport investment with wider strategies for
growth as well as reduce the amount of time and resource local
bodies must commit to preparing bids.
Furthermore, transport priorities must be defined across LEP areas
and resources pooled to see them delivered. The establishment of
Local Transport Bodies (LTBs) which have been charged with
progressing schemes that previously had to be signed off by
Whitehall is a positive move. Given their similar remits and
objectives it is essential that the priorities established by LTBs
reflect those defined by LEPs, and businesses believe LEPs should
be formally represented in these groups.
To ensure the top local projects can be financed, local authorities
should pool resources to achieve greater scale and returns on
investment. Authorities in Greater Manchester have chosen to take
such an approach, pooling transport budgets to create a £1.2bn
fund that will be invested in schemes based on their potential
impact on gross value added.

Finally, to complete this integration, work to commission new
schemes must start now. As indicative funding levels have already
been established in the spending review, the preparation for
projects must begin as soon as possible. This will improve the
chances of construction work beginning immediately when the
money becomes available in 2015.

RECOMMENDATION
To improve the chances of financing priority transport schemes
government should join up a wide range of central transport
budgets through the Local Growth Fund

RECOMMENDATION
LEPs should be formally represented on Local Transport Bodies’
boards to ensure that their priorities are aligned

RECOMMENDATION
Local authorities should pool transport budgets across LEP
areas to support these schemes to help facilitate joint working
and increase the scale of schemes that can be financed

RECOMMENDATION
Local Transport Bodies must start commissioning projects now
to ensure projects can start immediately once funds become
available in 2015

National infrastructure projects must be
integrated with local regeneration plans

While local infrastructure projects can get local activity going
quickly, larger national and international schemes can have a
transformational effect over the long term. But simply building a
high-speed rail service or rolling out a national upgrade of
broadband infrastructure in isolation will not generate significant
returns either locally or nationally. In order to get maximum bang for
the considerable buck that is spent on these projects they need to
be aligned with local priorities so that the full benefits are realised.
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Case study:
Lyon incorporates national high-speed rail
strategy into its development plans
Connecting Lyon with high speed rail has positively helped to
regenerate the city. Key to this was incorporating the high speed
line into an existing redevelopment strategy, identifying where a
station could be placed to help reap the greatest benefits and
implementing effective regional and local transport connections.
Before the opening of the TGV high speed line in Lyon, all main line
services operated through Lyon Perrache station, at the south end
of historic Old Lyon. The physical constraints of this central area
had already led the city authorities to start development of a major
area of commercial activity to the east of the centre, named
Part-Dieu. This lay close to a north-south railway line. Design of the
TGV line brought it into the city on this line, and a major new
station was built adjacent to the emerging commercial area.
Following the opening of Part-Dieu and the start of TGV services,
further development around the commercial area came forward.
Office accommodation became more valuable in the area and
more businesses were attracted to it thanks to the easy access to
TGV travel.
The attraction of Part-Dieu for business has continued as TGV
services for Lyon have expanded over the years. The network has
developed with services now operating not only to Paris and down
the Rhone Valley, but also to other cities across France. The urban
public transport system has also been developed to make access
to the area, and the TGV station, easier from much of the
conurbation and beyond. Finally, the scale of business and
commercial activities relocating has created its own momentum in
attracting further such activities. An interesting feature has been
the extent to which hotels have been built in an area formerly
lacking them; this suggests that the TGV service has also
expanded tourist travel to what was already an important tourist
destination.

Lessons from areas that have successfully regenerated on the back
of major projects such as Lyon (see case study, left) demonstrate
the need for a strategy to be put in place from the outset, setting out
how existing local strengths and opportunities can be amplified
through the national scheme. This can help inform key decisions
relating to the infrastructure project itself, such as where stations
should be located along a new rail route. It also helps to make a
clear business case for the project, securing the buy-in from local
businesses and communities and helping to keep high-profile and
often controversial projects on track.
For example, a more joined up approach is required for prominent
national schemes such as High Speed 2. The project has been
touted as a catalyst for regeneration, linking a number of major
cities in England and eventually possibly Scotland. Growth is
forecast for the cities along its route, with 70% of the jobs being
created outside of London.35 These numbers sound impressive and
businesses in regions most directly impacted by the scheme
broadly recognise the benefits it could bring. But government needs
to continue to make the case for the project, in particular by working
with local authorities to provide more detail on how it will trigger
regeneration in the areas it serves.
This is exactly what the government’s HS2 growth taskforce should
be focused on. Set up to look at options for maximising the regional
growth opportunities of the project, the taskforce must work closely
with local authorities and LEPs to build a strong business case for
regeneration at the local level. The taskforce must also work with
local leaders from the private and public sectors to explore how HS2
can complement and enhance existing strategies for local
development and growth.
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Case study:
Quality broadband infrastructure complemented by high take-up rates in Northern Ireland
Digital connectivity is a strength for Northern Ireland, which boasts
the highest availability of fibre broadband in the UK, with 93% of
premises in postcodes served by BT Openreach’s network
compared with an average of 56%.37 In addition, it benefits from
Project Kelvin, a transatlantic submarine cable connecting
Northern Ireland directly to North America and Europe, which is
attracting a number of global companies in the technology,
software, digital and financial services sectors.

The potential benefits of building on this strong position are
significant. A recent study commissioned by BT estimated that
businesses in Northern Ireland could generate an additional
£750m of revenue for the economy by 2018.38

Capitalising on these strengths is an integral part of the strategy to
regenerate Northern Ireland and there has been a concerted effort
led by the Department of Enterprise Trade and Investment to raise
awareness of the benefits on offer to local communities and
businesses from making use of the infrastructure. These are
already paying dividends with take-up of superfast broadband
services way beyond the UK average.

Another example of joining up national priorities with local activity
is around digital infrastructure. Across the UK fibre broadband is
being rolled out both through commercially driven deployment and
joint public and private sector partnerships. This investment will
help position the UK as a global leader in terms of availability of
high speed services by 2016, with areas like Northern Ireland
leading the way (case study, above ). Having addressed availability,
however, the emphasis must now move toward exploitation of the
resource. According to the 2013 CBI/KPMG infrastructure survey,
only half of business leaders feel they are making best use of the
digital connectivity available to them.36

Companies sometimes take a ‘leap of faith’ in making the switch,
believing there to be benefits without a full understanding of how
the new infrastructure will help them transform working practices.
Therefore alongside new development there may need to be
systematic awareness raising activities at a local level to ensure
that companies locating in new property can take advantage of the
productivity gains made possible by digital infrastructure.

RECOMMENDATION
To ensure nationally significant projects are well supported and
generate maximum impact promoters of them must engage
with local leaders to set out how proposed schemes will
complement and enhance local growth strategies
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6 Financing regeneration requires creative
new approaches

As highlighted in earlier chapters, strong leadership,
a strategic vision and proactive planning are important
components of successful regeneration. But without
the right financial backing development projects will
not get started.
By its nature, regeneration is at the margins of viability, requiring
some kind of public intervention to tip the balance in its favour.
The recession and necessity of fiscal restraint to repair the public
finances has meant there is less public money available to bankroll
projects as it might have in the past. Instead, what funds are left
must be spent where they can generate long term returns and joined
up to lever in investment from the private sector.
But funding is not the only weapon in the public sector’s armoury,
and with creative and bold thinking it can secure private investment
in regeneration even with limited cash. By taking a strategic view of
the properties or land they occupy public bodies can free up surplus
assets to be used for regeneration. Furthermore, strong public
sector balance sheets can be put to good use to underwrite
investment from the private sector in key regeneration schemes to
make it easy to invest and so unlock local growth. This can be done
through innovative tax schemes, such as tax increment financing
or guarantees.

Urban Development Funds can help
leverage investment into local economies

The first chapter of this report stressed the importance of joining up
both central and local funding streams in support of clear and
credible regeneration strategies established over functional
economic areas. Rather than spreading limited money thinly
throughout these areas, funding streams such as the Local Growth
Fund can be channelled into projects where they can generate the
best returns.
Another way this can be done is by establishing funds specifically
aimed at development projects and based around co-investment
from the public and private sectors, as can be achieved through
Urban Development Funds (UDFs). There are currently nine UDFs
across the UK, but with four of the UK’s ten largest cities not utilising
this funding, there is considerable scope to expand their coverage.39
The existing UDFs are underpinned by European JESSICA40 monies
and are particularly attractive as they invest in projects according to
their ability to generate returns, rather than being grant-based.
Although they are initially capitalised by public money, and the
public sector will influence their investment strategies, UDFs are
match funded and managed at arm’s length by the private sector,
ensuring a strong commercial focus. They take a portfolio approach
which enables risks to be spread across a number of projects and
any returns that are made can be reinvested into new projects.
Increasing the coverage of UDFs would help generate investment in
further cities around the UK. One potential route to doing this would
be by creating a fund of funds – as has been suggested by the
Centre for Cities.41 This would increase the likelihood of attracting
investors – like pension funds – who are looking to make a larger
investment than most individual regeneration projects, and who are
attracted by the prospect of spreading risk across a range of
projects. Attracting private investment into a fund of funds and then
using this larger pot to capitalise UDFs would help secure more
private sector investment and enable finite public funds to go
further.
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RECOMMENDATION
The coverage of UDFs should be expanded to give all major UK
cities access to promote co-investment in regeneration from
public and private sectors

Surplus public sector assets must also
be put to good use…

While setting up the right funding structures can help get a bigger
bang for the public sector buck, spending money is not the only
option for local authorities looking to get regeneration projects
moving. In place of direct funding, many public bodies are
consolidating their assets and using surplus land to leverage
investment into regeneration schemes. With £2bn worth of surplus
assets already identified by local authorities, and much more
across the wider public sector, this route has considerable
untapped potential.

When considering their assets, local authorities need to weigh up
the temptation to dispose immediately to the highest bidder, versus
considering the long-term value of using them for regeneration.
Outright disposal may generate immediate cash but taking a
longer-term view may yield better returns. Indeed, using the assets
in a regeneration joint venture with the private sector can enable the
local authority to retain a stake in the asset and share in any value
created through its regeneration. There are good examples of local
authorities such as Bexley (see case study, below) using their assets
in this way, but evidence gathered from businesses for this report
suggests that the pace at which land is brought forward could be
increased.
Once land is made available it is essential that it is well publicised
to potential developers who can come forward with ideas for
developing these assets. Publishing the details of public land
available for development online would be a good start.

RECOMMENDATION
Local authorities should improve the transparency of their
surplus assets by publishing details of them online

Case study:
Unlocking regeneration in Bexleyheath through the more efficient use
of public sector property assets
When the London Borough of Bexley decided that its
civic centre no longer fulfilled its property requirements
they decided to undertake a review to make more
efficient use of their assets. Consolidating sites across
the borough into a single location has helped the
council work more effectively while saving £1m a year.

Earlier this year four contracts were signed which will
result in major regeneration in the centre of
Bexleyheath, including 8,000sq m of retail built on the
site of the old civic centre and 126 homes. This means
that the council managed to turn a profit from working
more efficiently and regenerating the town centre.
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The Local Asset Backed Vehicle (LABV) is a particular model that has
been used to deploy surplus public sector assets to support
regeneration. LABVs work through public sector bodies entering into
a medium to long term contractual relationship with a private sector
partner and using the public sector asset to lever private sector
funds and expertise for the development of shared priority
schemes.
The model enables risks and rewards to be shared between the
public and private sectors, incentivising integration and alignment
of objectives. In addition, partnership with the private sector
enables the local authority to benefit from its commercial expertise,
with both parties focused on generating returns on their investment.
But although the concept of asset backed vehicles has been around
for some time, the classic LABV model has encountered some
difficulties. Indeed, the financial crisis highlighted inflexibility in
some of the earliest LABVs, which tended to be too prescriptive
about land values and rates of return, and there was a lack of
flexibility as the assets had been transferred into a vehicle. This led
to a number of projects stalling during the downturn. These projects
may now be difficult to rehabilitate, but the principles of an asset
backed joint venture remain strong, and if lessons are learned from
early projects, confidence in these types of partnerships can be
restored.

Indeed, with the pressing need for a new wave of regeneration, new,
more flexible versions of the model are now starting to be agreed,
such as the one in Bournemouth (see case study opposite).
Crucial to the success of new investment partnerships will be the
close alignment of objectives between the public and private
sectors at the outset and a clear agreement on the schemes that will
be delivered. Our discussions with businesses indicate that the key
is to balance high-value and low-value sites in the same
development portfolio to ensure that areas in most need of
development are regenerated, while retaining overall viability.
In addition, local authorities can make use of their own tax revenue
streams, for example the business rates they retain, to improve the
case for investment.

RECOMMENDATION
More local authorities should consider using their assets
to partner with the private sector to secure private sector
investment in regeneration

…and public balance sheets employed
to underwrite private investment

Even without public funding or assets to leverage investment, the
public sector can still intervene to help get regeneration projects up
and running by using its balance sheet.
One way of doing this is through borrowing against the anticipated
tax take increase arising from regeneration – a model known as tax
increment financing (TIF). Innovative funding models like TIF will
prove particularly helpful in financing regeneration schemes where
there is well-established demand. Although it is not a panacea,
it should be an important tool for local authorities.
However, while TIF powers have been granted in both Scotland and
England, developments in Westminster have been slower and less
promising than in Holyrood. In fact, it is disappointing that so little
progress has been made to use TIF in England, despite deputy prime
minister Nick Clegg first announcing it in September 2010.
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Case study:
Bournemouth Development Company is financing regeneration with public sector assets
matched by private sector investment
In 2009 Bournemouth Borough Council decided to investigate how
it could make best use of its land assets and attract investment in
local regeneration priorities. In 2011 it signed a 20-year agreement
with Morgan Sindall Investments to regenerate 17 sites in line with
its Town Centre Master Vision. Their partnership created
Bournemouth Development Company which will deliver residential
and mixed use schemes over 16 hecacres.
Earlier this year the Company began work on three of the sites,
constructing 64 apartments, a 382 space multi-storey car park and
a 378 bedroom hall of residence which has already been pre-sold.
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The 2012 budget did provide a boost by setting out that from
2013/14 local authorities in England would be allowed to borrow
against the future growth in business rates over a 25-year period as
opposed to ten years through the business rate retention scheme.

Developments in Wales have made even less progress, with no TIF
powers yet granted. The Welsh government must accelerate plans to
grant these powers, so that Welsh local authorities have the same
tools at their disposal as English and Scottish authorities.

While this is a step in the right direction, the amount dedicated to
TIF over the longer time period was limited, and only £133m has so
far been approved. This means that TIF in England still lags a long
way behind developments north of the border where £300m of
borrowing for an area with gross value added slightly lower than the
East of England has kick started regeneration schemes like
Glasgow’s Buchanan Quarter (see case study opposite). If TIF is
to add to the arsenal available to local authorities to get schemes
financed it must be expanded so that further schemes can be
established in England.

Central government can also use the public sector balance sheet
to underwrite borrowing by the private sector for investment in
regeneration projects.

RECOMMENDATION
Government should extend TIF powers with longer retention
periods to more areas to provide a new tool to finance
regeneration to a wider range of local authorities

RECOMMENDATION
The Welsh government must accelerate plans to grant Welsh
local authorities TIF powers

One such initiative is the UK Guarantees Scheme, launched in July
2012 to boost critical infrastructure investment. Only two deals were
agreed in the first year of the scheme but with 25 schemes – worth
£13.5bn – now prequalified, it is starting to gain momentum.
While the UK Guarantees Scheme has been primarily marketed at
national infrastructure, it could also feasibly be used to guarantee
investment in large scale regeneration. This was highlighted earlier
in the year when the Treasury revealed that it was in discussion with
the Greater London Authority about £500m for the regeneration of
Tottenham in north London. More local authorities should be
encouraged to make similar bids to support regeneration projects.
In particular, central government could also explore underwriting
the risk for local transport schemes through the UK Guarantee
Scheme. Through the creation of Local Transport Bodies,
government has already committed to giving local areas greater
control of funds to invest in transport schemes of up to £50m.
However, conurbations across England will find schemes costing
£50m-£500m more challenging to fund. Light and heavy rail
schemes, new stations and bus system improvements are likely
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Case study:
Tax-increment financing is unlocking regeneration in Glasgow’s Buchanan Quarter
In Glasgow’s Buchanan Quarter the use of £80m of tax-increment
financing to build public infrastructure is leveraging a further
£310m of private sector investment. The project was given final
approval by the Scottish government in October 2012 and parts of it
have been completed already. This highlights the extent to which
tax-increment financing has been made available to Scottish local
authorities quicker than it has to local authorities south of the
border.
The regeneration of the Buchanan Quarter seeks to build on
Glasgow’s position as the largest retail sector outside of London by
redeveloping 55,000 sq. m of prime commercial, retail and leisure
property. Projects will also support the public transport network
with 1500 new replacement car parking spaces. As well as making
the area more attractive to tourists, it is forecast that almost 1500

to require further public intervention to go ahead. Central
government could expedite the delivery of such schemes by
underwriting the risk to provide an appropriate balance between
the public and private sectors, possibly utilising the UK Guarantee
Scheme.
Central government is also offering up to £3.5bn of guarantees for
large scale private rented sector residential property as part of the
UK Guarantee Scheme and this could be extended to commercial
property. In the same way that the guarantees are designed to
stimulate new-build residential property, they could also reduce the
costs of borrowing for new high-grade office space. With a number
of the UK’s largest cities facing the possibility of a shortage of
quality commercial property in the near future, starting to build now
is key to avoiding this becoming the next brake on growth.42
In light of this trend, similar guarantees should therefore be offered
to underwrite borrowing for this type of development.

jobs will be created once all of the projects have been completed.
The construction phase is expected to boost employment in the
city by the equivalent of 3,660 full-time employment years.
Demonstrating the early successes of the scheme, the
development on Buchanan Street has been completed already and
all retail units were pre-let more than a year in advance of
completion. Further improvements to George Square and Dundas
Street are due to be completed before the Commonwealth Games
in Glasgow in 2014.

RECOMMENDATION
Central government should explore the possibility of expanding
the UK Guarantee Scheme to regeneration projects, in
particular transport schemes valued at between £50m-£500m
and commercial property
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