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New routes to
better growth

entering No 10, Andy Burnham offered

a stark diagnosis of Britain’s economic
malaise: political centralisation,
deindustrialisation and Brexit were
among the “wrong turns” he blamed for
the country’s low growth.

His prescription is equally ambitious:
“good growth in every postcode”,
backed by a transfer of power from
Whitehall and a more interventionist
economic settlement. After years of
weak productivity, underinvestment and
stubborn regional disparities, the
promise is both one of more growth,
and of growth distributed differently.

That represents a formidable
economic challenge. Successive
governments have sought to close
Britain’s productivity and regional gaps,
yet economic activity remains heavily
concentrated, investment persistently
lags comparable economies and
improvements in national output have
too rarely translated into rising living
standards across the country.

But can different outcomes be
achieved with the same assumptions,
institutions and measures of success?

I n his first Commons address since
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The question is particularly pressing
when many of the orthodoxies that
shaped economic policy over recent
decades are themselves increasingly
contested. A serious attempt to break
with stagnation may require new
answers about where the state should
intervene and when it should step aside;
what constitutes worthwhile investment;
how prosperity should be gauged; and
how its benefits can reach places and
people previous models have passed by.

Here, we invite a range of
perspectives, from John McDonnell to
the director of economic policy at the
CBlI, to consider whether different
metrics are needed to judge the success
of place-based growth (page 8). Jim
O'Neill calls for a new framework to drive
public investment decisions (page 23).
And, while O'Neill cautions against new
wealth taxes, the New Economics
Foundation’s George Bangham argues
that billions more could be invested
through better collection of those
already in place.

We also examine whether a growth
agenda centred on CMAs and urban
renewal risks leaving rural and coastal
constituencies behind (page 14). And, on
page 20, Social Mobility Commission
chair Alun Francis argues that investing
in people, as well as places, must sit at the
heart of any growth strategy — not only
as a matter of fairness but as a condition
of a more productive economy. ®
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A view from opposition

Harriett Baldwin MP
Shadow Minister for Business
&9 and Trade

=

“Growth only
comes when
government
steps off
businesses’ feet”

on business and economic policy, irked by
the way politicians talk about how we grow
our economy.

The consensus across almost all parties in the
House of Commons seems to be that the
government and the government alone creates
growth by spending more.

The dissenting voice to that consensus, | am
glad to say, comes from the Conservative Party.
We know that it is not governments that create
growth but businesses. It’s the ambition and hard
work of the risk-takers of the private sector which
creates jobs and prosperity.

Of course, governments can create the
conditions for growth, but that is seldom done

I often sit on the front bench listening to debates
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through greater regulation and taxation for
which other parties and government ministers so
often clamour.

Labour’s most egregious anti-growth measure
was in train even before they got their hands on
the levers of the Treasury. Prior to the election,
Labour published the blueprint for what has now
become the Employment Rights Act.

When Labour came to power, this was
heralded by Angela Rayner as “central to
achieving our growth mission”. It has achieved the
exact opposite.

In fact, taken together with Labour’s decision
to increase employers’ national insurance
contributions at their first budget, as well as
their stealth rises in business rates, they have
stifled growth. That is why businesses
confidence is falling, and with it jobs,
opportunities and investment.

But it is not just higher taxes and regulation
that have British business in a stranglehold.

Our industrial electricity prices are the highest
in the developed world based on price per kWh.

These costs have been crippling for
manufacturing and other energy-intensive
industries with little to no help from the
government, who seem hellbent on driving costs
up further by increasing our dependence on
unreliable renewables.

It doesn’t have to be this way. The
Conservatives have been doing the hard yards in
opposition, not just holding the government to
account on its anti-business, anti-growth policies
but also setting out a sensible, pragmatic, fully
costed alternative.

Take, for example, energy costs. Not only have
we constantly been making the case to “Get
Britain Drilling” for our own oil and gas in the
North Sea but we have also put forward our
“Cheap Power Plan”, which will cut electricity bills
by 20 per cent for households and businesses
alike. That is the equivalent of £1,100 for the
average pub or £5,500 for the average restaurant.

On businesses rates, which have become an
increasing burden for businesses since Labour’s
changes to multipliers, we have set out a plan to
abolish business rates for thousands of high
street businesses.

We will cut red tape too by reversing the most
anti-growth measures in the Employment Rights
Act, and as we have set out recently, we will cut
the regulations that make it more difficult to
employ young people for seasonal and evening
work — giving more young people the chance of
their first job.

The current government seems blind to the
role that businesses play in economic growth, but
the Conservatives are not. We understand that
growth only comes when government steps off
businesses’ feet and lets them do what they do
best: grow. ®

Economic Growth | Spotlight

HOUSE OF COMMONS/ROGER HARRIS



HOUSE OF COMMONS/ROGER HARRIS

hides this particular weapon: Investor-State Dispute

H H Settlement (ISDS).
Aview frO m parl lament Written into trade deals, ISDS grants foreign
investors the power to sue governments in private —
tribunals outside national legal systems — over policies
they allege damage their interests. Dubbed “litigation
terrorism” by Nobel laureate Joseph Stiglitz,
companies can claim not just for sunk costs but all

Clive Lewis future profits they expected to make, meaning that
. awards often run into the billions. It’s the taxpayer
Labour MP for Norwich South that foots the bill. We've seen challenges to everything
‘pl from minimum wage rises to plain packaging on

cigarettes to fracking bans.
The template was drawn up in 1959 by Hartley

We m u S.I- .I-ac kI e Shawcross, a Shell executive, and Hermann Abs,

chairman of Deutsche Bank during the Nazi period.

&

° Abs wanted a “Magna Carta for capitalism”: to shield
a n 'I- I u a'l-e d European colonial assets in countries about to gain
independence. We now see a ‘boomerang effect’:
rules written to discipline post-colonial states now

[ ]
1- rad e r u I e S I f 1- h e dlsiﬂl:jf):li; of Thames Water shareholders are

° based in countries where the UK has signed a treaty
Ove r' n m e n 'I' I S granting ISDS rights. This gives them a potential
g avenue to challenge intervention that bypasses the
° ° British courts. Shares already written down to zero
-I- 'I- I u K make for a more tenuous claim, so a “Special
O rev I a I S e Administration Regime” is a harder target. But the
N creditors bidding to take over Thames Water include
d -I- ” US vulture funds with a record of using ISDS, and well
I n u S ry versed in routing their holdings through letterbox
companies to acquire relevant treaty rights.

This is far from an imagined threat: ISDS cases
against the UK are snowballing. Investors in the
quashed Cumbria coal mine are suing for £300m via a
Singaporean hedge fund. Billionaire Russian oligarch
Mikhail Fridman is challenging sanctions imposed on
him after the full-scale invasion of Ukraine.

In June, Chinese investor Jingye threatened a £1bn
ISDS claim over Keir Starmer’s steel takeover. This
should raise clear alarm bells around Burnham'’s
mission to “safeguard sovereign manufacturing”.

The solution cannot be to roll back ambition. We
must tackle trade rules in tandem with domestic
measures to revitalise British industry. As our utilities
flounder and climate destabilisation escalates, the

state must be able to protect our public services and
security without being held to ransom.

ndy Burnham wants to redesign and rebuild ISDS is written into trade deals but can be written
ABritain. But outdated trade rules could stand out. This is what countries like Australia and New

in the way of the economic transformation Zealand are doing: committing to no new ISDS and
he has promised. reviewing, renegotiating and terminating existing

Plans to bring Thames Water into public treaties. The Starmer government failed to follow that

ownership, for example, have stalled amid fears of lead. In May it concluded a trade deal with the Gulf
legal challenges. However, the stall exposes a wider states including ISDS. That text has not been signed:
constraint on his plans for change. If government is to we could still remove that chapter.
overhaul failing infrastructure, accelerate the green To safeguard his promised economic
transition and reshape strategically important transformation, Burnham must break with this
industries like water and energy, it needs the freedom approach: the moment demands that we remove the
to act without facing billion-pound claims from shackle on our sovereignty and step away from ISDS
foreign investors. A little-known area of trade policy for good. ®
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Fast track to growth
International rail can
unlock investment,
Jobs and productivity
— but it needs ambition
from Westminster

By Gwendoline Cazenave

In association with @ eurostar

urostar’s first departure from
ELondon to Paris more than 30 years

ago was far more than the
inauguration of a new rail service. It
opened a new chapter in the relationship
between Britain and its European
neighbours: France, Belgium and, from
2018, the Netherlands.

The Channel Tunnel was an
extraordinary feat of engineering. But
infrastructure matters ultimately because
of what it allows people to do. Eurostar
turned that infrastructure into something
even more powerful: human connection.

I have always believed that better
connections create opportunity. They
allow people to meet, businesses to grow,
ideas to travel and societies to
understand each other better.

Today, more than eight million people
travel between London and Paris every
year, making it the world’s largest
international city-to-city travel market,
while millions more travel across a
Eurostar network that now reaches
five countries.

Much has changed over those three
decades. Cheap aviation transformed
European travel. The pandemic brought
international rail almost to a standstill.
Yet demand is stronger than ever: more
than 20 million people travelled with
Eurostar in 2025 alone.

As a new UK government led by Andy
Burnham makes its first decisions about
how to generate growth in a new political
era, there is an opportunity to think
bigger about what international rail can
contribute, economically and socially.

International high-speed rail is already
an economic winner. The question is
whether the right choices and ambitious
thinking can be made to turn it into even
more of a powerhouse.

Britain is part of Europe — culturally,
geographically, economically and
through the millions of personal and
business relationships that cross its
borders every year. The question is not
whether those connections exist, but how
easy we make them, the economic and
social value derived, and how we create
the conditions for them to grow.

Business travellers fill the equivalent of
five Eurostar trains every day — around
4,800 seats. Tourists carry pounds and
euros across borders, supporting hotels,
restaurants, cultural institutions and
countless other businesses while
travelling sustainably.

For me, this begs a critical question:

Economic Growth | Spotlight
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what could the next chapter look like?
Eurostar’s recent report, Fast Track to
Growth: Boosting Britain through
international high-speed rail, gives us a
glimpse. It estimates Eurostar’s
contribution to UK growth could rise
from £2bn in 2025 to £2.8bn, supporting
40,000 British jobs through Eurostar and
its supply chain, up from 23,000 today,
and bringing half a million additional
visitors to Britain every year. We are ready
to invest to make that growth happen.

Eurostar has committed £1.7bn to a
new fleet of up to 50 Celestia double-
decker trains, arriving from 2031, and to
expand its network, including our
ambition to connect London directly
with Frankfurt and Geneva.

This investment is not simply about
more trains; it is about increasing Britain’s
connectivity with some of Europe’s most
important economic centres, making it
easier for businesses to reach customers,
talent and markets across borders.

Our analysis suggests the resulting
productivity gains could be worth £420m
ayear to businesses by 2033.

International high-speed rail can also
complement long-haul aviation through
creating a genuinely connected European
travel network. Americans are already the
third-largest nationality travelling on
Eurostar. Imagine arriving in London,
Paris, Amsterdam or Frankfurt and being
able to continue seamlessly by rail
between these great cities before flying

The capital and
ambition exist,
We now need
the framework

home. It could even free up capacity for
destinations where flight is the only
option from our constrained airports.

And there s a climate dividend.
Shifting more journeys between major
European cities to high-speed rail can
avoid hundreds of thousands of tonnes of
CO2 emissions. We already see both
leisure and business customers choosing
longer rail journeys — such as London to
Amsterdam - over flying for this reason.

So what does all this mean for the new
government? [t is an opportunity to turn
private investment into economic growth.
The capital, demand and ambition are
there. We now need a policy framework
that allows that investment to translate
into more capacity, more connectivity,
more visitors, greater productivity and
more jobs. Coordination is the key lever
held in Westminster.

Competition can be part of that
growth. It stimulates innovation, attracts
investment, gives choice to customers
and, above all, helps grow the overall
market. But competition and investment

Economic Growth | Spotlight

Eurostar plans to invest £1.7bn in new trains and expanding its European network

cannot be considered separately. A
successful market needs a framework that
gives all operators the confidence and the
capacity to invest for the long term.

and investment decisions are made

over decades. Companies investing at
this scale need confidence that Britain
offers a clear, stable and long-term
framework in which they can grow.

That means sufficient infrastructure
capacity; efficient borders; long-term
planning; and a level playing field that
allows current and future operators to
invest and thrive. Government has a
critical role here — not by providing the
capital itself, but by creating the
conditions that unlock it. By bringing
together government, regulators,
infrastructure providers and operators
around a shared ambition for growth,
Britain can turn private investment into
economic value at scale.

And that means creating capacity
rather than simply managing scarcity.

For a government focused on growth,
this is a significant opportunity. Better rail
connections mean more visitors spending
money in the British economy. They
connect British businesses more easily to
other European customers and markets.
They support high-quality jobs, develop
skills and strengthen British supply
chains. And they attract private capital to
infrastructure and transport while helping
Britain pursue its sustainability ambitions.

The prize is considerable: stronger
productivity; high-quality jobs and skills;
greater opportunities for businesses;
lower-carbon mobility; more sustainable
growth; and a better-connected Britain
within the rest of Europe.

For more than 30 years, the Channel
Tunnel and Eurostar have demonstrated
that infrastructure can change the
relationship between nations.

The ambition now should be to create
the conditions for the international
railway Britain will need for the next 30
years: more investment, more capacity,
more destinations and more growth.

Because better connections do more
than move people. They create
opportunity —and opportunity creates
growth and long-lasting value. Now is the
moment to work together and deliver on
this huge potential for the UK. ®

I nternational rail is capital-intensive

Gwendoline Cazenave is the CEO
of Eurostar



Symposium

How should we
measure the
success of place-
based growth?
Andy Burnham has
promised “growth

In every postcode”.
Delivering it might
require new ways of
gauging progress

ndy Burnham has put place at the
Aheart of his economic agenda.

Setting out “a new political model
and a new economic model”, he has
made rebalancing Britain’s economy
- and reviving places left behind by
deindustrialisation — a defining
ambition of his premiership. But what
would that actually look like, and how
will we know if it is working?

GDP can tell us whether the national
economy is expanding, but less about
how prosperity is distributed between
and within places. If Burnham wants to
rebalance Britain’s economy, different
measures may be needed.

Spotlight asked leading figures from
politics, policy and economics which
indicators we should use to judge
whether place-based growth is working.

John McDonnell

Labour MP for Hayes
and Harlington, former
shadow chancellor

asting political success is not
Lachieved by a checklist of economic

policies. The much-admired Attlee
government succeeded because every
policy aimed to create a society built
upon solidarity and collective action in
tune with the values of a community that
experienced the necessities of war.

The success of the Burnham government
will be determined by whether every
policy measure is seen to be clearly
based upon a new set of founding
principles that people see as their own.

Potentially, there is a progressive
majority whose experience of frozen
living standards and successive crises
has demonstrated that uncontrolled,
aggressive individualism is creating a
society of grotesque inequalities in the
distribution of wealth and power and a
planet going up in flames.

An opportunity has opened up of
securing support for a new set of
economic foundational principles: based
upon things like collective action, mutual
aid and community wealth building.

An economy in which basic universal
basic services — education, social care
and health treatment, a decent home set

Economic Growth | Spotlight
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Burnham and his Chancellor, John Healey, pledged to reindustrialise Britain to bring growth across the regions

in a secure environment — are provided
asaright.

An economy where investment is
funded by a redistribution of wealth. An
economy of true value, where the
distribution of rewards is based upon
the social value of the contribution a
person makes to society and not
solely the market value, rebalancing
economic power in the workplace and in
the community.

Visibly laying these foundations will

be the critical task of this coming period.

Mohammad Jamei

Director of economic
policy, CBI

Y ritain’s cities, towns and regions
have different strengths and
will play different roles in our
y national economy.

The defining measure of the new
Downing Street administration’s

Economic Growth | Spotlight

place-based growth agenda should
therefore be whether places are fulfilling
their economic potential, and whether
that translates into better living
standards and opportunities for the
people who live there.

If we want one metric, then growth in
real disposable income per head often
provides a useful test of whether
people are becoming better off. But
how places achieve that will differ in
different regions

For our strongest economic clusters,
that means removing barriers to
investment and enabling productive
businesses to scale.

Elsewhere, success may mean better
connectivity to centres of employment,
thriving high streets, affordable housing
and communities where people want to
live and work.

Devolution can help. Local leaders
should have greater freedom to
experiment, learn from success and
failure and develop approaches suited to
their economies.

But greater powers must be matched
by greater delivery capability. Businesses
already encounter too many slow
decisions, unclear responsibilities and

hand-offs when navigating government.
Further devolution cannot simply mean
more complexity and more touchpoints.
Government should invest in local
institutional capacity alongside
devolving power.

Success is not making every place
economically identical. It is giving every
place the foundations to succeed on its
own strengths — while ensuring
prosperity and opportunity are shared
more widely.

Mirte Boot

Principal research fellow
and head of regional
growth, IPPR North

rowth in every postcode is not
Gabout building a Silicon Valley

everywhere. It’s different in
Manchester, Cornwall or Dumfries —

that’s the point. It means drawing on the
strengths places already have: a >
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<« focused industrial strategy that
identifies each region’s competitive
advantage, and a state that backs them
long enough for it to pay off.

The measure of success isn't only
increasing investment, though this is
essential, but also changing where it goes.

Investment needs to move beyond
London and the south-east to address a
regional growth gap that costs the UK
economy £47bn a year. It needs to move
into the hands of local leaders
everywhere through giving them tax,
borrowing and spending powers, so they
can back projects they know will drive
long-term growth.

But this is slow. Closing gaps in
productivity, jobs, transport and health
takes decades, and when people can’t
afford the weekly shop and pass
decaying high streets on the way home,
they naturally run out of patience.

No government gets 20 years to be
proved right.

So we need to rebuild communities as
well as attract investment. When
everyday services improve — libraries
staying open, buses running on time and
parks are cared for — people can see that
decline is being reversed.

The everyday economy builds the
support needed for the big stuff, and we
need a plan for both.

Mark McVitie

Former director, Labour
Growth Group

he Prime Minister has brought a
| very welcome emphasis of the
politics of production back to the
heart of the UK’s political discourse,
where it has been absent for too long.

It is in his ambitious pledge for
“growth in every postcode” though that |
would urge going beyond it - the
measure of success for this agenda will
not be anything so bloodless as whether
every area in the UK is shown to produce
more gross value added (GVA).

I believe the hard metric is real wage
growth, something the average Brit has
seen precious little of for going on 20
years. This is the technical measure of
the central political question of whether

10

Should growth in real wages and disposable incomes be the key metric?

doing an honest day’s work once again
leads to the promise of a better life, a
core part of the bargain upon which our
system of democratic capitalism rests.

Ultimately then, success for the PM
here rests on whether people in every part
of the country can build a better life by
working hard, contributing and putting
down roots where they call home.

People must be able to look around
the place that they live — at its high street,
parks, schools, public spaces, local
institutions — and sense being bound
together by more than sharing a space,
but also by a sense of community, and
say, “this place has a future, and I want to
be a part of that”.

Julian Hartley

Chief executive officer,
Joseph Rowntree
Foundation

ver a century ago, chocolatier
O and philanthropist Joseph
Rowntree advocated addressing
the “underlying causes” of poverty, not
just the symptoms.
He instructed the trustees of his
charity not to give money to hospitals,
almshouses and institutions that directly

helped the poor, but instead to those
who could “master the question” of why
such poverty exists.

Today, Andy Burnham faces a similar
challenge. Living standards are flatlining
and, in many cases, falling. As a result,
households and communities feel
economically insecure — too busy
fighting fires and juggling bills to plan
for the future.

At the same time, economic growth
remains stubbornly weak. This is not a
coincidence. A country where millions
are unable to absorb a financial shock,
save, retrain, take a risk or move for a
better job is unlikely to achieve
sustained prosperity.

This is also why a place-based
growth agenda matters. JRF’s research
shows that many neighbourhoods are
doubly disadvantaged, facing both
higher levels of economic insecurity
and weaker social infrastructure - the
local institutions, networks and
support that help people weather
setbacks and seize opportunities.
Prosperity can’t trickle down if
communities lack the resources to
catch it.

Economic security is often seen as
the outcome of growth, but it is also a
necessary foundation for it. The real
test of Burnham’s success won't be
found in growth figures. It will be
whether communities and families can
look beyond next week’s bills and begin
to have confidence in their futures. ®

Economic Growth | Spotlight
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Opinion

The cost of
untaxed wealth
HMRC reforms
could unlock
billions to fund
the UK’s growth
ambitions

By George Bangham

12

ndy Burnham has promised
Ato transform the nation.

Conspicuously, he is not ruling
out raising taxes on wealth to do so. But
in the debate about wealth taxes, less
attention has been paid to a different
question: how well are we collecting that
money right now?

The answer is concerning. HMRC is
potentially leaving billions uncollected.
The tax authority is slowly improving
how it collects taxes from those it
defines as ‘wealthy’, meaning people
with assets of over £2m or an income
more than £200,000. Officially it
estimates that it fails to collect around
£2bn a year from this group.

But this doesn'’t tell the whole story.
The amount of revenue it collected from
the wealthy through compliance and
enforcement work has hugely increased
in recent years, from £2.2bn in 2019-20 to
£5.2bn in 2023-24. HMRC now recovers
more in these taxes than it estimates
was lost to non-compliance in the first
place. The better it gets at taxing the
wealthy, the more it learns about
further potential revenue that has so far
gone untapped.

Over half of that tax HMRC estimates
it fails to bring in comes from what it calls

Economic Growth | Spotlight



HMRC says it fails to collect £2bn a year from the wealthy through non-compliance

CHRISTOPHER FURLONG/GETT

“legal interpretation”: cases where a
taxpayer’s reading of the rules and
HMRC'’s don’t match. The remaining
amount is down to error and carelessness,
and deliberate evasion and avoidance.

HMRC'’s historically poor
performance in enforcing existing
wealth taxes is due to a combination of
low resourcing, poor data integration
and skewed incentives. Resourcing is a
major challenge: HMRC staff are
outgunned. Fewer than 1,000 tax
officers oversee 850,000 ‘wealthy’
taxpayers. Most of these staff are
generalists without deep expertise in the
technical aspects of wealth taxes.
Meanwhile, over 70 per cent of wealth
taxpayers communicate with the tax
authority via professional advisers
rather than directly like most of us. This
puts HMRC staff at a disadvantage.

Data is also a challenge for HMRC - a
common sticking point across modern
government. The fundamental problem
is that HMRC doesn't properly know
what assets anyone has, unlike incomes,
which it follows closely. Normally, assets
only become visible when they are sold
or passed between people. HMRC has
no single database of wealthy people.
And despite now swimming in data

Economic Growth | Spotlight

coming in from places like Companies
House and the Land Registry, it’s a
struggle to join this all together into a
usable form for charging people the
right taxes.

Finally, there are too few sanctions to
offer a credible deterrent against people
either making honest mistakes or
deliberately underpaying their taxes.
HMRC prosecuted only 25 wealthy
individuals in 2023-24, and in recent
years has never prosecuted more than
30. The total amount levied in penalties
on wealthy people fell from £16.2min
2018-19 to only £5.8m in 2023-24.

HMRC faces challenges — but also an
opportunity. Solving some of these
problems could mean this government
can collect billions more in tax revenue
- without the Chancellor needing to
change a single line in the tax code. So,
what should John Healey change at the
Budget, if these problems are to be fixed
over time? Recent research from the
New Economics Foundation (NEF) has
called for the Treasury to announce a
“High Wealth Compliance Programme”
with three aims.

First, the Chancellor should invest in
HMRC's capacity to tax wealthy people
by hiring more staff to the relevant

teams and bringing in more specialist
skills like data science, investigations
and litigation. The cost of extra staff
would be more than covered by the
generation of extra tax revenue: HMRC
compliance work with wealthy
individuals costs around £350m
annually but brought in £5.2bn in the
last year of data.

Second, the programme should build
a single wealth database, with the aim of
making Britons’ “invisible wealth” visible
to the government (where possible) for
the first time. This database would bring
together all the data on people’s wealth
held in various branches of government
and combine it with data from banks that
the government gained access to after
reforms at last year’s Budget.

Third, ministers need to rebuild a
credible deterrent against wealthy
people failing to properly disclose the
income or wealth they owe tax on —
either by mistake or by design. More
regular prosecutions, and more visible
investigations and sanctions, would
help reset the expectation that everyone
is responsible for ensuring they pay their
fair share.

ur new Prime Minister has
O shared his lofty ambition to

bring an end to 40 years of
neoliberalism, and the autumn Budget
will be the first indication of how likely
he is to achieve this. Compliance and
enforcement may not be the most
thrilling terms, but they matter hugely to
this project for two reasons. First, if
HMRC were to improve its performance
on taxing wealth — as it is gradually
trying to do - that would bring in
much-needed revenue to Treasury
coffers and take some pressure off John
Healey’s already intensely difficult fiscal
balancing act. Second, improving
HMRC'’s collection of existing taxes
would also improve its ability to match
future ministers’ ambitions if they
sought to introduce new or better ones,
especially on wealth.

Politicians of all parties should surely
agree that the UK is better off when
everyone plays by the rules our
democracy sets itself — and this includes
making sure that wealthy people pay
their legal fair share of tax. ®

George Bangham is head of social policy at
the New Economics Foundation and was
previously an economist at HM Treasury
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Feature

How will devolution
deliver for rural
and coastal
communities?

The powers may

be there, but vision
and leadership are
needed to complete
the UK’s vision for
growth

By Samir Jeraj

14

ix days into his premiership, Andy
Burnham pledged “growth in every

postcode” of the UK. Itis an
ambitious goal and was issued ahead of a
visit to SNP-governed Scotland, tacitly
acknowledging that this is not something
Labour can achieve on its own. If growth
is the goal, devolution is and has been
the means. That is true for this
government, but also previous ones — at
least as far back as the “Devo Manc” deal
that tempted Burnham out of parliament
and into regional government.

However, the subsequent series of
devolutions and “city deals” over the
decade-plus since have been criticised
for focusing primarily on big cities and
not enough on small cities, towns and
coastal and rural areas. When Labour
swept to power in 2024, the party gained
MPs in a number of these rural and
coastal areas, just as invested in
delivering prosperity to their

Economic Growth | Spotlight



Burnham visited Truro, Cornwall this August - the sort of place that can feel disconnected from national growth ambitions

constituents as their more metropolitan
colleagues. How should the government
navigate further waves of devolution to
bring that promised “growth in every
postcode” to areas of the country that
have too often felt left behind?

“I don’t think we know what county
shire devolution really looks like yet,” says
Maya Ellis, the Member of Parliament for
Ribble Valley in Lancashire and a
member of the Labour Rural Research
Group. The group comprises over 40
Labour MPs who represent seats such as
coastal Suffolk, rural Cumbria and
Norfolk. Ellis points out that many of the
devolution deals to come are in these
“shire” areas and that the legislation itself
provides for a lot of flexibility. Ultimately
much will depend on who is elected into
those mayoral roles and how they decide
to shape devolution. Ellis adds that there
is and should be a role for government in
creating “consistency” and the “optimum

Economic Growth | Spotlight

best practice” across devolved areas.
However, she adds, colleagues have
already raised concerns about how the
current devolution deals are currently
working for rural communities. For
example, in devolved areas where there is
a core city in the middle, policy and
strategy tend to be dominated by the
needs of that city rather than inclusive of
the needs of rural areas.

Central government also needs to
understand the limits to its knowledge,
Ellis adds. “How you improve
productivity in somewhere like
Lancashire is very, very different to how
you improve productivity in the centre of
Manchester or London, and so it’s
actually really hard, I think, to set
productivity policy and innovation policy
in London for a shire county,” she says.

For Ellis, leadership is crucial. “When
devolution works well — and should work
well - you need someone or people

leading it who can be strategic and
understand the variety [of the region],”
she says. That means being brave about
focus and managing relationships with a
huge number of economic partners and
stakeholders.

One of the people working on this
agenda in practice at the local
government level is Richard Wearmouth,
Conservative Party deputy leader of
Northumberland County Council and
the cabinet member with responsibility
for business, growth and regeneration.

“Whichever of the two parties have
been in charge at Westminster, there’s
been a general sort of push towards
devolution, which we welcome as a
county council, and we'd like to see more
of that,” says Wearmouth.

Northumberland was part of the
North of Tyne Combined Authority
created in 2018, and since 2024 has been
part of the larger North East Mayoral  »
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« Strategic Authority. Through these
devolution arrangements,
Northumberland has been able to draw
down capital funding to pursue
significant interventions in the local
economy, Wearmouth explains, which
spans small villages, coastal former
industrial towns such as Blyth and
market towns. “We’ve had, in one way,
shape or form, virtually every bit of
government programme happen here,
and we've been very happy for that, and
we've been a major beneficiary of
government funding, which can’t be said
for everywhere,” he adds.

These have included reopening
railway services between towns, road
improvements and school building
programmes. Northumberland has also
been able to play an important role in
shaping the local industries towards
changing economic requirements.

The coastal town of Blyth was
historically a shipbuilding port and has
now successfully positioned itself as a
significant base for the offshore wind
industry, Wearmouth says. That has led
to the establishment of The Offshore
Renewable Energy Catapult, a research
and development institution, in the
town. Northumberland was determined
that local people should have access to
those jobs and built a STEM centre to
enable both young people and adults to
develop the technical skills for
employment in the sector. “It’s done very
well. It’s getting people into
apprenticeships and jobs when they
leave at post-18. But we didn’t want to
stop there,” Wearmouth says.

Construction is under way on an
Energy Central Institute, with a focus on
degree- and Phd-level learning and which
will bring in universities from the region
to “create pathways to employment
alongside employers that are perhaps not
your traditional university courses”,
according to Wearmouth.

Northumberland is also “cautiously
welcoming” a data centre on the site of a
former coal power station and was able
to negotiate sale of the land for £110m, a
sum that has been ringfenced specifically
for creating employment. The scale of
the data centre operation also means
potential suppliers and support
industries are keen to engage with the
council and establish a presence that
Wearmouth hopes will enable them to
retain more of the economic value locally.

This use of local assets to build
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Blyth has used its shipbuilding past to establish a future in renewables

industries and a new sense of identity is
something that could be the key to
economic growth —in rural and coastal
areas, but in cities too.

“It’s not about cities versus small
towns, or urban versus rural areas, or
central versus coastal,” says Philip
McCann, professor of urban and regional
economics at the University of
Manchester. “That is a political narrative
that became particularly salient after the
global financial crisis, but particularly
after the Brexit vote.”

McCann has been a strong critic of
the “left behind” terminology adopted
across the political spectrum and media.
Prosperity, his research argues, is spread
across cities and towns, with some towns
doing much better than cities. “Liverpool,
for example, is less prosperous than all
the areas around it,” McCann explains,
which makes the UK an outlier is that
there is no relationship between the size
of a place and its prosperity.

Many areas in economic decline have
lost their purpose, whether that is former
industrial areas or Victorian seaside
resorts, McCann says, and they must
develop a new purpose, using the assets
they have in order to achieve this and
bring investors in. “These places need to
be given the powers and resources to
reconstruct those pathways to a new
model,” he adds. Another key element of
that it decentralising the financial system

to enable money to be raised in cities to
invest in new ventures in nearby towns,
rather than accruing to London.

McCann is broadly supportive of the
direction of devolution, but cautions
that these efforts will fail without a clear
evidence-based understanding of what
the problem is. “All parties have gone
down this [‘left behind’] rabbit hole, and
that makes it very difficult to think
about how you make policy which is
going to be effective, because you're
basing it on a framing which is a political
narrative,” he states.

That question of framing leads to a
more fundamental one: what kind of
economic and spatial settlement is
devolution actually intended to produce?
“I'm not sure we have a consensus of
what our political choice is right now,”
Ellis tells Spotlight. That could be
“agglomeration economics” — that rural
areas exist as the dormitories for the big
cities, and that’s where the productivity is
going to be. Ellis has a different vision:
“Fundamentally part of our Britishness is
that we have beautiful countryside, we
have different sized towns and cities. We
have diversity and variety of community,
and we want to maintain that.”

Whether there is room for that as
devolution proceeds would seem to be in
the hands of political leaders and
whether they truly want growth in
every postcode. ®

Economic Growth | Spotlight
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Advertorial

Britain has a hidden
advantage in the
global Al race
Financial and
professional services
should not be viewed
as separate from Al

By Lisa Quest
In association with MARSH

18

ational resilience has always
N depended on critical

infrastructure. In the 19th
century, it was coal and railways. In
today’s artificial intelligence (Al) world,
that will be determined by the
infrastructure that powers Al.

National resilience will look to the
power, connectivity and data centres
needed to support the development and
deployment of Al, which will underpin
the entire UK economy.

The UK possesses world-class
scientific talent, leading academic
research and the ambition to compete
on the global Al stage. However, our
long-term productivity, regional growth
and competitiveness will not be decided
by just ambition. Our ability to build,
power, finance and de-risk the digital
infrastructure underpinning Al’s rise will
shape our future.

In 2024, the digital economy and its
supporting infrastructure underpinned
more than 13 per cent of the UK
economy, contributing £286bn in GVA
(gross value added). Globally, data
centre compute capacity is projected to
nearly double from 75GW today to
140GW by 2030, driven in large part by
the rapid growth of Al Oliver Wyman
research shows scaling these digital
capabilities could add up to $20trn to
global GDP by 2030 and save 300 billion
work hours annually. Yet digital growth
for the UK cannot be created by strategy
papers or policy summits alone. It lies in
how we support global financing and
the risk transfer required for
infrastructure to be built globally.

Accelerating Al adoption requires far
greater computing power, which will
drive demand for data centres, high-
voltage grid connections and digital
connectivity. Yet delivery remains
constrained by long waits for grid
connections, planning barriers and
pressure on global supply chains.

The UK risks developing an
‘infrastructure execution gap: a
widening divide between its ambition
to lead in Al and its ability to build the
physical foundations needed to
deliver it.

Research by Oliver Wyman and UK
Finance revealed that while over go per
cent of UK financial services firms have
deployed predictive Al, nearly 70 per
cent remain trapped in the pilot stage
for generative Al

Factors such as workforce skills,

Economic Growth | Spotlight
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regulatory governance, data readiness
and organisational capability are critical
to scaling Al. However, without
sufficient data-centre and energy
capacity, these digital initiatives will
remain stuck in sandbox pilots rather
than driving productivity.

For the largest projects, delays to
power connections and operations on
the largest projects can create financial
exposure of billions, including risks that
may be difficult to insure. When there
are significant ongoing capital
requirements and complex risk profiles,
investors will become cautious,
increasing the likelihood that
infrastructure projects and pipelines
could slow or halt altogether.

If the UK struggles to make these
digital infrastructure assets attractive
for investors then global capital, new
digital projects and long-term investors
will simply look elsewhere. This will
weaken the UK’s productivity and erode
our global competitiveness. To
overcome this, we must leverage what
other global competitors and markets
lack: our world-leading financial and
professional services ecosystem.

rowing demand for resilience is

driving discussion around

domestic investments within the
Alindustry. In the UK, this plays to
strengths in finance, insurance and risk

expertise. As Oliver Wyman and CBI
research highlights, the UK is well
positioned in its Al assurance and
standards market. This is important.
The UK government has noted that the
UK'’s Al assurance market could grow to
£18.8bn by 2033.

Financial and professional services
should be integral to the UK’s
technology strategy. London’s capital
markets, insurance and reinsurance
sector and professional services
ecosystem can help turn complex
infrastructure projects into investable
propositions.

Better data, analytics and risk
modelling can give developers, lenders
and investors greater visibility over the
operational, construction and energy-
related challenges these projects face.
Greater transparency reduces
uncertainty, helping organisations
make investment decisions with
more confidence. Insurance,
reinsurance and specialist capital
providers can help distribute risk,
making projects more resilient and
easier to finance.

This in turn helps unlock capital.
Pension funds and other institutional
investors are often attracted to long-
term infrastructure opportunities but
can be deterred by uncertainty around
construction, operational and revenue
risks. By improving how those risks are

Nearly 70 per cent of UK financial services firms are still in the pilot stage of genAl

Economic Growth | Spotlight

measured and managed, the UK can
create the confidence needed to attract
greater levels of private investment into
critical digital infrastructure.

Britain’s financial strength is not
separate from its technology strategy;
it can be one of the mechanisms
through which that strategy is financed
and delivered.

Unlocking private capital at scale
requires active collaboration between
government, industry and financial
specialists. The government should
structure its policy approach around
three priorities — building faster,
creating certainty and mobilising capital
— while ensuring that digital expansion
remains sustainable and aligned with
the energy needs of local communities,
households and industries.

Building faster requires fast-track
planning pathways for digital projects
and prioritising grid connections for
data centres. To do this, we need an
accountable, cross-sector government
delivery unit tasked with clearing
practical bottlenecks and tracking
against hard deadlines to ensure
that policy vision translates into
physical delivery.

Creating certainty requires delivering
proportionate, predictable and
internationally aligned regulation. Clear,
consistent regulation will eliminate
market ambiguity and provide domestic
and international investors with the
long-term confidence needed to make
multi-million capital commitments.

Finally, to mobilise capital, the
government should work with the
private sector to create standard ways to
share risk and investment partnership
with government.

By removing barriers to private
capital, we can reduce uncertainty
around digital infrastructure projects,
making them more attractive to
long-term investors. Countries that
establish the best ecosystem — where
power, compute and connectivity can be
harnessed — will become home to the
most data centres globally.

If we treat our financial and
professional services ecosystem as part
of our Al infrastructure strategy, rather
than as a separate sector of the
economy, the UK has an opportunity to
turn one of its historic strengths into a
competitive advantage for the Al age. ®

Lisa Quest is the UK CEO at Marsh
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Ideas

Who gets to

get ahead?
Devolution offers a
chance to put social
mobility at the heart
of UK growth efforts

By Alun Francis

20

ayors have a track record of
M leadership at times of national

crisis. Richard Cobden in 1840s
Manchester, Joseph Chamberlain in
late 19th-century Birmingham and
Fiorello La Guardia, who ran New York
from 1934 to 1943, focused on local
problems but developed solutions that
went on to shape national policy,
demonstrating how innovation at a
local level can provide answers to much
bigger national questions. Could we be
at a similar turning point today?

Drawing on his experience in Greater

Manchester, Andy Burnham is setting
out plans to rewire and reset the
country. His focus on regional
disparities is surely the right one. The
Social Mobility Commission argues
that the defining contemporary
challenges of the UK relate to
geographical disparities. Every
indicator and measure of opportunity

Economic Growth | Spotlight
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Even for many people geographically close to the UK’s centres of growth, opportunity can still feel some distance away

is better understood from the vantage
point of place. Where people grow up,
live and work matters profoundly to the
opportunities available to them.

These geographical differences
require a different theory and
understanding of social mobility from
conventional approaches. The usual
model is an EDI one, confining analysis
to the distribution of opportunity
across socio-economic groups. It then
reduces social mobility to a problem of
elite composition. This is why so much
attention is focused on access to top
universities and employers, and why the
social mobility superhighway runs
overwhelmingly to London.

But social mobility is part of
economic and social production and
reproduction. Viewed from this
perspective, there is a clear link
between social mobility, growth and
innovation, and between churn at the

Economic Growth | Spotlight

top and the wider benefits this should
bring for everyone. Social mobility is
not simply about who reaches the top;
itis also about the kind of economy
that creates opportunities, how widely
they are distributed and whether
benefits extend beyond those who
secure the most prestigious positions.

You can trace the origins of this view
to Adam Smith, Richard Cobden and
Joseph Schumpeter. You can also see
shared preoccupations with more
recent Nobel prize winners in

“Social mobility,
growth and
Innovation are
clearly linked”

economics. Joel Mokyr’s work on
19th-century Britain and Philippe
Aghion’s analysis of post-industrial
innovation and ‘creative destruction’
provide reference points. Open elites,
where competition drives innovation,
bring benefits that spread widely.
Closed elites become rent-extracting,
self-serving and divorced from the
wider social good. The distinction
matters because the openness of
institutions and economies affects not
only who succeeds within them but also
their capacity to innovate and generate
wider prosperity.

Arguably, the UK corresponds more
closely to elite closure. Productivity is
low, competition compromised,
innovation slow, wealth concentrated
and investment directed towards
assets. London continues to do well,
but the Dick Whittington path to
finance and professional servicesis  »
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< becoming harder for those without
family help. They pay heavily in tax and
student loan repayments, yet cannot
afford a house or family. For almost
everyone else, outside of London, itis a
struggle to keep up, never mind catch
up. Many have become the people and
places ‘left behind’, dependent on
central government largesse and
watching a doom loop of local decline.

The UK has not had a social mobility
strategy since 2011, when the coalition
government published Opening Doors,
Breaking Barriers. It represented
conventional thinking: improving early
years, closing the disadvantage gap in
schools and widening access to higher
education. These factors matter, but
without the wider framework we
advocate, they will be insufficient. Our
work shows there is a case for a new,
place-based strategy focused on
innovation and growth, measured by
openness at the top and the tangible
benefits delivered to all. Such an
approach would put the economic
circumstances of places alongside the
characteristics of individuals when
thinking about opportunity.

ndy Burnham’s arrival presents a
Achallenge and an opportunity.
Our focus had been on

developing the case for a place-based
approach, working with a government
whose progress on devolution was
cautious and whose engagement with
social mobility was strangely detached.

Starmer’s Labour showed an appetite
for EDl initiatives, such as restricting the
civil service internship programme to
those who had a working-class parent at
14. Beyond that, social mobility was
never an explicit policy ambition and
there was no plan.

The argument for place-based
policy is now turbo-charged. Rewiring
the State has set out a radical framework
for devolution, bringing decision-
making out of Whitehall and closer to
communities. It has provoked debate
about pace and capacity and concerns
about services in early years, education
and skills, where the balance between
national and devolved responsibility
needs careful management. Welfare is
not yet part of the debate. But the case
for place-based solutions has been
won. The government has made it more
robustly than the Social Mobility
Commission ever could.

22

But if social mobility needs
devolution, is the opposite also true?
Does devolution need social mobility?
Should the Burnham government make
it more central to its thinking than it
was under the previous leadership?

Much depends on whether the
government can eschew the EDI model
and help shape a different one. When
we visit partners and stakeholders
across the private, public and voluntary
sectors, there is instinctive support for
our approach. Our evidence also
suggests it is more closely aligned with
public perceptions of social mobility
and what matters to the general public.
That matters if social mobility is to
become something understood as
relevant to communities across the
country, rather than principally to
those competing for a relatively small
number of elite opportunities.

But does social mobility add
anything to the developing model for a
reset UK? Devolution is not an end in
itself but a means of addressing growth
and reform, reversing decline and
helping places reclaim a sustainable
future. Social mobility has much to
offer in this regard. It provides a
framework for measuring and
evaluating ‘inclusive’ or ‘good’ growth,
giving local leaders a way of balancing
priorities. It captures what is needed
for an open economy: porous elites,
minimal barriers to entry and wealth

£19BN

Potential boost fo annual GDP
through improving social
mobility in our workplaces

39%

Proportion of UK workforce
that comes from a lower
socioeconomic background

£6,287

Professionals from working
class backgrounds earn an
average of 12 per cent less than
more privileged counterparts

created through competitive business,
start-ups, enterprise and high-skilled
occupations, with a choice of routes to
success. These are all parts of the social
mobility story and, importantly, they
can be measured.

Equally, social mobility can provide
the targets and measures places need to
ensure that the benefits of growth are
widely shared. Our evidence suggests
that while most people move into a
different socio-economic group from
their parents, there is a ‘sticky bottom’
of people who appear stuck. This group,
which we call the ‘truly disadvantaged’,
frequently has poor outcomes across
education, health, employment,
housing, family life and early years, but
there is limited evidence of policies
targeted towards them that are
genuinely effective. One strength of
devolution could be to measure its
impact on the wellbeing and outcomes
of the most disadvantaged, rather than
relying only on aggregate measures of
economic success. Social mobility
provides the framework for doing this
across education, employment, income,
occupation, housing, wealth and health.

forward for social mobility, but

there is also a strong case for
making social mobility central to the
devolution revolution. It provides a
unique vantage point for seeing growth
through the lens of real people,
enabling places to judge how to
balance economic disruption and
community wellbeing.

It does mean seeing social mobility
differently and taking it out of the EDI
straightjacket. If we can do that, we can
make it centrally relevant to the
challenges of our time.

In that respect, it might help our new
Prime Minister follow Cobden,
Chamberlain and La Guardia in
showing that local innovators can drive
national solutions.

Their examples remind us that ideas
developed to solve the problems of
particular places can ultimately have
consequences far beyond them. At
another moment of economic and
social change, devolution gives
Britain an opportunity to do the
same again. ®

Place-based policy may be the way

Alun Francis is chair of the Social Mobility
Commission
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The view from an economist

Jim O’Neill
Co-president, Northern

Powerhouse Partnership

“We need a
better way of
deciding what
constitutes
worthwhile
Investment”

hatever their weaknesses — and they
Winevitably all have some - it is only right

for a country to establish and follow a set
of rules for fiscal policy.

The Burnham administration’s decision to
adopt the exact framework of its predecessor
makes sense, especially when it comes to the
stability rule: day-to-day spending being met
by revenues.

For a nation that has, for various reasons,
managed to increase government spending
rapidly over the past decade and more, it is
important that current spending is now subject to
self-imposed constraints.

If the government decides to increase it
further, it is only right that taxes are used to fund
such an increase — and that voters are granted the

Economic Growth | Spotlight

opportunity to choose whether this is something
they support.

Personally, [ would prefer the government to
be tougher on some aspects of current spending,
as | have articulated publicly in recent months,
particularly in the areas of pension provision
and welfare. But, if the government decides
differently, and also wants to boost spending
elsewhere, then it will have to raise taxes. | would
not favour further increases in taxes on business,
nor equalising capital gains tax, as both measures
would be harmful to the government’s ambition
on boosting growth.

Where | would be more ambitious is on the
second fiscal rule surrounding investment. To her
underappreciated credit, the previous chancellor,
Rachel Reeves, admirably introduced a
framework that not only protected public
investment spending but allowed somewhat
greater scope for it.

In order to build the physical, and very
possibly human, infrastructure the UK needs for
the future, there are many areas of investment
where government is highly likely to be the only
potential source of funding.

Indeed, there are many where it should be.
That will inevitably mean an increase in the
issuance of gilts in the near to medium term.

merely maintaining but boosting credibility

with the public and financial markets, we
need a better way of deciding what constitutes
worthwhile investment.

I have been recommending that the National
Infrastructure and Service Transformation
Authority (NISTA) should be taken out of the
Treasury and turned into an independent,
transparent body — an infrastructure equivalent
of the OBR, so to speak.

Governments cannot simply say, “trust me, |
know best”, to both sceptical voters and equally
sceptical financial markets. Not least because
governments typically don’t know best.

Instead, what we need is a body that has real
expertise, that regularly assesses a significant
pipeline of infrastructure projects, presenting
each in a way that its long-term benefits of
investment — or lack thereof — are clear.

Economists would describe this as identifying
and supporting the projects with “positive
multipliers”. The larger the multiplier, the
stronger the case for government borrowing to
fund the investment. Such an approach will
increase the trend rate of growth of the economy
and reduce medium- to long-term debt, rather
than increasing it.

Getting that distinction right is, in my view,
central to the country escaping the low-growth,
rising-debt trap we have been caught in ever since
the 2008 financial crisis. ®

But here’s the crucial point: to do so while not
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