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MEDIA RELEASE
FOR IMMEDIATE RELEASE

___________________________________________________________________
Changes to infrastructure funding would bring more money, jobs and homes to England’s major cities
DATE: 16th  July 2008
Improving life chances, housing and job prospects for people living in England’s major cities can rely on accessing the finance to pay for big infrastructure projects.  The Core Cities and PricewaterhouseCoopers (PwC) have today published a summary of an interim report, which proposes innovations to the way infrastructure is financed in England, to greatly increase the economic, employment and housing outputs that regeneration schemes can deliver.   The full report will be available from www.corecities.com from 28th July and will be officially launched in the Autumn at the Party Conferences.
The joint report, Unlocking City Growth, is based on the findings of a nine-month study undertaken by PwC in conjunction with the cross-party Core Cities Group (CCG), to review local authority financing tools for major urban regeneration projects, and how barriers to infrastructure funding impact on such schemes.  
Increasing local job opportunities and housing in cities often relies on bringing contaminated land back into use, providing new service or road access, climate change measures like flood defences or public transport infrastructure, but many schemes are failing to deliver fully because of a lack of up-front funding.  Based on the report’s case studies, bridging this gap could represent a potential increase in housing, employment and economic activity of between 50-80%.
The report examines the Government’s latest proposals for Business Rate Supplements and the Community Infrastructure Levy, demonstrating benefit, but noting that for some major schemes, further financing is needed to achieve full potential. 
The report proposes two new tools working together to improve performance.
· Accelerated Development Zones (ADZs): a mechanism based on the United States model of Tax Increment Financing that allows local authorities to borrow against future tax income to pay for infrastructure.  This captures future value, using it to forward-fund projects.  For example, if a project is predicted to generate more business for an area, by allowing the local authority to retain future uplifts in business rates (for a defined period), it can borrow against them to pay for the enabling infrastructure.  ADZs would be used in projects demonstrating major economic and growth potential. 
· Regional Infrastructure Funds (RIF): Mechanisms already under development in some Regional Development Agencies, to bring together and streamline existing funding for infrastructure that is currently separated into transport, health, education, etc. to provide up-front financing and encourage more private investment.
If implemented, the proposals would greatly increase the ability of major schemes to bring more money, jobs and homes into our cities.  Through ADZs, local authorities would have more responsibility and incentives for promoting and investing in developing the local economy. RIFs would join up funding streams and act in a “banker role” providing vital up-front funding that can be repaid by ADZs and other mechanisms such as the Community Infrastructure Levy. Taken together both would act to encourage additional private sector investment in our cities.

Councillor Paul Scriven, Leader of Sheffield City Council (the lead city for CCG on this issue) said:

““The Core Cities Group has been actively working for over ten years to promote and develop the role of cities in driving our economy.  We now see cities as a solution to unleash the country’s full economic potential, and these proposals are a critical next move in taking that work forward.   They represent a significant step in strengthening the country’s economic future by helping our cities and city regions to achieve more of their potential.  This report provides the platform to stimulate jobs and drive the country’s economy. The Core Cities intend to work with Government and others to increase economic growth, jobs and housing for people.  At a moment of economic downturn, we believe these proposals are even more important for the long term benefits for those who work, live, and invest in city regions.”

Sir Bob Kerslake, Chief Executive Designate of the Homes and Communities Agency (HCA) said: "Cities have been vitally important drivers of national economic growth over the last ten years.  But they haven’t been able to fund essential major new infrastructure projects to sustain this rate of growth in the long-term.  The report commissioned by the Core Cities contains some exciting proposals, such as Accelerated Development Zones and Infrastructure Funds, that could play a significant role in funding the major housing and regeneration schemes that the HCA will support.  When it comes into existence the HCA will work with local areas to achieve their growth and renewal ambitions within the context of national objectives.  Innovative ideas, such as those set out in the report, will play an important part in helping cities achieve these ambitions and we will work closely with the Core Cities to develop these proposals."
Ray Mills, Partner PricewaterhouseCoopers said:
 “Government recognises the importance of cities to the national economy and the benefits of locally led delivery. Recent policy offers cities new ways to deliver economic growth and our report highlights the potential to extend these powers further. The case studies included in our report highlight a latent potential for growth that could be unlocked if cities had access to additional up-front financing. From our work it is clear that allowing cities to share in the growth dividend could provide the much needed enabling investment.”
Chris Murray, Director of the Core Cities Group said: 
“The Core Cities and their city regions are responsible for producing 25.5% of England’s wealth; that’s more than London.  They drive regional economies with some delivering over 50% of their region’s entire economic output.  They are not just important to the economy, in fact without sustaining their performance we simply will not have a viable economy.  16 million people, a third of the population, live in these places and they have a highly skilled workforce.  Yet they also experience persistent deprivation and have a great deal more that they can and want to contribute to the local, regional and national economies.  The ADZ mechanism is designed to help them do exactly that, using the fruits of future success to create that success in the first place, ultimately increasing revenues back to Treasury so that all partners stand to gain.”
NOTES TO EDITORS

1) The Core Cities Group brings together the officers and members of the Core City local authorities—Birmingham, Bristol, Leeds, Liverpool, Manchester, Newcastle, Nottingham and Sheffield—to develop solutions to the challenges facing England in the delivery of economic development, regeneration and prosperity, not only to their own communities, but also to those of their city regions.  

2) The Core Cities drive regional economies and have been dubbed the powerhouses of the country’s economy by Government.  Some city region areas produce 50% and more of their entire region’s economic output, with the Core Cities providing the driving force.  Their performance is critical not only to regional competitiveness but to the wider national economy. 

3) The population of the Core Cities and their city-regions amounts to over 16 million people—over twice as much as the Greater London area and almost a third of total population of England.  This includes 31% of the country’s workforce and 25% of people qualified to degree level or above.

4) The Core Cities work in collaboration with Government and other partners to ensure that national and regional policy takes full account of ‘on the ground’ realities, providing workable, successful solutions to accelerate economic growth and to translate this into increased social cohesion.
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