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1. Executive summary
Who are the FGCs?

Dolterra

The Fast Growth Cities (FGC) group consists of the cities of Oxford, Cambridge, Norwich,
Peterborough and Milton Keynes. These cities are intrinsically linked through geography. This
geographical link is further reinforced through their shared direct political interest in strengthening the
Oxford to Cambridge pan-regional Partnership (PRP), as well as delivering East-West Rail, particularly

if calls for this new line to be extended to Norwich are met.
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The strengths of the FGCs

Growth in the FGCs over the last
decade (12.5%) almost double the
national average (6.6%)

2 percentage points higher in the

FGCs

The FGCs (21%) have exceeded
national productivity growth (15%)

£3,000-£4,000 greater in the FGCs

Cities play an important role in the economies of all developed countries. In Europe, cities account for
just 3% of total land area but produce 42% of all gross value added (GVA - the measure of the value
of goods and services produced in an area, industry or sector of an economy). While many of the
other largest cities in the UK currently lag behind European counterparts on a wide range of economic
indicators, such as productivity, innovation and business investment, the FGCs are, at least on some
indicators, some of the most productive cities in the UK outside of London.

All FGCs, in their own ways, make a significant contribution to the national economy in terms of jobs,
tax, innovation, trade and FDI. Oxford is a leader in attracting international investment to the UK, with
the ITL2 region containing Oxfordshire® experiencing the highest levels of growth in net inward FDI of

anywhere in the UK in recent years. Cambridged r i v e s

1 The ITL2 region Berkshire, Buckinghamshire and Oxfordshire.
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international stage, with the highest patent rates of any UK city at a rate of 308 patents per 100,000
residents (double any other city).

Norwich has experienced growth in productivity (GVA per hour worked) of 43% over the last decade,
far in excess of the UK growth of 24%.Mi | t on Keynes is also heavily <con
productivity, with a GVA per hour worked in 2020 of £45.95 substantially abovethe UK6s A3 7. 7 3.

Peterboroughd specialist cluster in machine manufacturing is creating the supply chain foundation

needed to drive forward many oThaed hempbkdestdensitysit i nno
this industry is 5 times higher than the national average, and high-tech manufacturing generates 20%

of Pet er lbhuwinessuugnovers

The FGCs have a number of unique strengths, and together they contribute disproportionately high
levels of tax to the UK exchequer i the FGCs collectively contribute approximately £11,900-£15,900
percapita, i n compar i spencaftaoavetagegof £8,800-614,900.

The FGCs are collectively calling for greater government engagement in their cities. Investment i
whether that be through the public or private sector i is needed to unlock the economic potential of
these cities.

The opportunity

The FGC group is collectively made up of cities with the fundamental clout to deliver the economic
growth needed to level up the UK. The FGCs can contribute significantlyt o 6 U Kby Bdodlirdy the
performance of local economies through knowledge-led growth and competing on a global stage at a
time where trade openness and economic growth are declining.

In attracting substantial Foreign Direct Investment (FDI) into their economies, the FGCs are helping
the UK Government to maximise the benefits of international investment and trade, through assisting

them in achieving three key policy goals:

0 Global Britain in a Competitive Age, by helping the country to become a science and technology

superpower;
0 The Ten Point Plan for a Green Industrial Revolution, with ambitions across all FGCs to support
green jobs and accelerate the countryés path to n

0 Export Strategy: Made in the UK, Sold to the World, by accommodating leading innovative
exporting businesses that are able to respond to emerging export opportunities around the world.

Al'l FGCs possess knowledge O6anchor institutionsd w
of world-leading universities or successful and knowledge intensive businesses, or both. These anchor
institutions underpin and provide the foundation for successful economic clusters to thrive, driving the

UKOs competitiveness and future prosperity.

There is an opportunity to exploit new markets and supply chains in emerging new technologies and
sectors within the FGCs. These cities already have access to highly skilled workforces, produce world-
leading research and are supported by private investment.

The cities are national leaders on sustainability and the transition to net zero, with the cities facilitating
clusters in green industries and residents within some cities leading the way on usage of sustainable
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modes of transport. Growing their green energy sectors is a key means by which the FGCs can further
contribute to-zerbanbittoosuntryds net

What is required to achieve this opportunity?

It is vital for the FGCs to obtain support and investment that allows them to build on the current
infrastructure in their urban areas, budding talent pools and variety of existing innovation companies
and knowledge-based institutions present in these cities.

Despite their strengths, the cities all face constraints and challenges which threaten to hold back their
growth potential. The FGCs approach to attracting investment into their area is to target the underlying
6conditionsdé6 that help to underpin and create stro

Constraints on growth include factors such as mismatches of labour supply, housing unaffordability,
overreliance on retail, socio-economic inequality, and physical infrastructure (water, power and
transport) deficiencies must be addressed.

Key priorities for the FGCs, discussed in more detail in Chapter 4, fall under five broad themes:

0 Devolved powers i The role of local government is critical to improving the prosperity of areas.
The FGCs and their partners are seeking a range of devolved powers, both regulatory and fiscal.
In two tier areas where devolution deals are being considered, it is important that devolution
follows the subsidiarity principle and includes devolution to the FGCs themselves to ensure the
particular needs, challenges and opportunities of the urban centres are addressed. Enhancing the
role of local government through devolved powers would enable them to retain more of their local
revenue, as well as allow them to act as pilot locations for innovative interventions across their
priority investment areas. Regulatory devolution, for example allowing the FGCs to implement a
tourism tax, will enable them to raise funds through a variety of means. Fiscal devolution will
enable the FGCs to fast-track strategically important projects (across the below investment
themes), facilitating the FGCs in their continued growth and international competitiveness.

0 Physical infrastructure i There are substantial physical infrastructure constraints that are
hindering growth across the FGCs. The FGCs are seeking a collective discussion with a range of
government departments, their agencies and regulatory bodies, and the UK Infrastructure Bank.
Agreement is required on which proposals to improve transport, power supply, water, and sewage
infrastructure must be fast-tracked for approval, to ensure the FGCséband r egi ons & econo
grow to their full potential. For example, East West Rail, including its proposed extension to
Norwich, is a priority to connect the FGCs and turbocharge growth across their economies.

0 Inclusive growth and social mobility i The FGCs require the devolved powers necessary to
address their own respective inequalities. Engagement is sought with relevant government
departments to discuss the feasibility of devolving skills funding and co-commissioning
employment support. Investment into skills, education and jobs initiatives within the FGCs will
provide the councils with more power to work in their local communities and ensure inclusive
growth. Early years education, new universities, skills partnerships, and skills development
programmes are key priorities focused on maximising social mobility for all ages.

0 Housing and planning T Housing markets that are limited in supply and often unaffordable to
residents are holding back the FGC economies. The FGCs are seeking greater autonomy over
local policies to tackle issues within their housing markets and test innovative approaches to
planning. Meanwhile, investment to regenerate city centres should be prioritised to better suit the
needs of the future economic environment, such as creating urban innovation districts and placing
a focus on placemaking. This will make the FGCs an attractive place for people to live and work.

0 Sustainabilityi The FGCs are already at the forefmgnt of
with further investment and flexibility needed to drive a sustainable and green transition. Longer-
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term, secure funding is sought for sustainable infrastructure in all FGCs. This includes key
priorities such as electric vehicle charging, active travel improvements and increases in green
space. Support and cooperation on regional skills strategies is also required, to help the FGCs
understand the important role green skills will play in the future. The drive for sustainability traverses
many sectors of the economy and thus efficient intra-departmental thinking is integral both within
national and local government.

This call for investment and further collective conversations with Government is not about internal
competition for funding with other places in the UK, as the FGCs can help to unlock the UK
6productivity puzzled and enhance economic potenti

But what does this mean?

As of 2021, the FGCs were home to 666,000 jobs (2.1% of the national UK workforce). This could rise

to almost 900,000 by 2050 if they are to achieve their economic growth potential, which would see the

FGCs accounting for a larger proportion of the national workforce. Given their track record in

successful economic clusters, it is expected that much of this employment growth will be achieved in

the UK6és future growth sectors, helping it to not
but also achieve a sustainable and successful transition to a greener economy.

The FGCs contributed £42bn in GVA to the national economy in 2020. The scenarios described in this
report build up to the potential for an overall economic contribution of around £102bn-£150bn per year
in the range of investment scenarios. Utilising this forecast, it is estimated that the UK Government
would receive at least £300m per annum in additional tax revenue by 2028 by increasing their support
for the FGCs. This would rise to £1bn additional annual tax revenue to the UK exchequer by 2043.
This additional tax revenue created by the Go v e r n mrgtial indestment can help fund substantial
investment in the FGCs and across the rest of the UK.

If investment and support is not obtained to overcome existing constraints in these globally
competitive cities, a large portion of this potential economic growth and associated increase in
government revenue would likely be lost to international competitors. Bold and decisive government
interventions in support of FGC economies would ensure those city regions can maximise their
contribution to a thriving UK economy driven by long-term, sustainable, and knowledge-based growth.

Next steps

The FGCs recognise that central government funding is currently constrained and that in fact
partnerships are often the key to future economic successes. Therefore, the FGCs are seeking a
collaborative approach with government, focused on obtaining political support for further partnerships
to be developed and, where appropriate, investment to be provided. This report demonstrates the
unique opportunity for additional economic growth at the UK level to occur within the FGCs. The report
must be followed by a call to action, prioritising collective discussion between the Government, city
and regional leaders, and the private and research sectors to ensure this opportunity is capitalised on.

The potential for devolution of powers to enable greater local investment and the piloting of innovative
policy interventions will be a key topic in such conversations. Similarly, enhancement of local
partnerships with the private sector, as well as central government, is another way in which the FGCs
are seeking to improve prosperity and enable inclusive economic growth within their cities.
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Study aims and methods

Purpose and aims of the study

This study, commissioned by the Fast Growth Cities (FGC) group, highlights the positive role that the FGCs
play (or have historically been playing) in delivering additional economic benefits to the UK economy, and
why these important cities require future investment to ensure they maintain their positive
contribution to the UK. The FGC group currently consists of the cities of Oxford, Cambridge, Norwich,
Peterborough, Milton Keynes.

The study builds on previous work undertaken by the Centre for Cities (CfC),? which outlined the
opportunities and challenges for future economic growth in these cities. It updates this previous assessment
to account for recent changes in the evolving economic landscape and government6 policy position, whilst
also making additional arguments around the case for investment in the FGCs.

Methodology and geography of study

This study draws on desk-based data analysis, existing economic literature, a range of unique case studies
and the findings of stakeholder engagement to present its arguments. It concludes with scenario forecasting
that sets out what the economic outcomes of the FGCs could be in the future.

The geographical boundaries of citiesbeconomies are difficult to define due to their wider economic
zones of influence beyond their immediate urban extent. Therefore, this study presents analysis for both
the FGCs Primary Urban Areas (PUAs), and wider economic zones of influence such as their respective
Local Enterprise Partnership (LEP) areas, county and unitary authorities, and ceremonial counties. Figure
2.1 displays the variety of study areas used in this assessment.

Figure 2.1 Statistical definitions of the FGCs and their wider economic zones of influence

2 CfC, 2021. Fast Growth Cities i 2021 and beyond
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3. The national economic context
and the FGCs place within it

Factors shaping the UKs evolving landscape

3.1 Several factors are currently shaping the U K &egolving economic and political landscape:

0 The cost of living crisis i Since the most recent analysis on the FGCs, the economic position of the
country has changed significantly. The twelve month rate of Inflation (Consumer Price Index) reached a
recent peak of 10.7% in November 2022, up from 5.1% in November 2021. Although inflation has
reduced to 8.7% in April 2023, it remains high.* For many households, this level of inflation outstrips
rises in wages, which were estimated to rise by only 6.5%, leading to real term cuts in income.®

0 Declining international trade i The U K @rade openness i the size of its trade flows relative to its
GDP i has been falling significantly in recent years.® In the quarter signifying the end of the transition
period for exiting the EU (Q1 of 2021),t h e Wad@&apenness fell by 8.6%, whereas the rest of the
G706s tr ad erenaiped relativedy stagnant over the same period. Despite some recovery, overall
the UK has experienced a substantial decrease in trade openness since the start of Q1 of 2018.

0 Net-zero and sustainability priorities i The UK Government is currently committed to the target of
reaching net-zero greenhouse gas emissions by 2050.” Whilst the Climate Change Committee (CCC)
believes the UK Government now has a solid net-zero strategy in place, the latest monitoring report
indicates that tangible progress is lagging behind the stated policy ambition.®

0 TheUK Go v er n meamwth and levelling up agenda i The levelling up agenda aims to end the
geographical inequality within the UK, improving economic dynamism to drive inclusive growth across
the whole country.® To date, Peterborough is the only FGC to directly benefit fromthe Gover nment 0s
levelling up fund. For the first round of funding, the various bids within the FGCs had a 14% success
rate, lower than the overall success rate of any UK region.*®

0 Challenges for national retail T The structure and composition of the national retail industry has been
transforming over the past decade, with evolving trends in retail towards online shopping, prompting
concerns about the future viability of physical retail centres within cities.**

0 The emergence of urban innovation districts T A new urban model, called innovation districts, is now
emerging. Innovation districts are urban areas with networks of knowledge-producing organisations
such as universities, research bodies, teaching hospitals, cultural institutions, and knowledge-intensive
businesses. The Government is targeting investment in high-potential clusters with the aim of boosting
national growth; many of these clusters exi't in the UKo&s t

8 Centre for Cities, 2021. Fast Growth Cities i 2021 and beyond
4 ONS, 2023. Consumer price inflation, UK: April 2023.

5 ONS, 2023. Average weekly earnings: Whole Economy Year on Year Three Month Average Growth (%). The 6.5%
growth in earnings is based on a year-on-year three-month average to April 2023.

6 ONS, 2022. Recent trends in the international trade flows of G7 economies

" As of September 2022, the BEIS Secretary of State has commissioned an independent review ofthe Gover nment 6 s
approach to delivering its net zero target, to ensure that it is pro-business and pro-growth.

8 CCC, 2022. Progress in reducing emissions i 2022 report to Parliament.
9 HM Government, 2022. Levelling Up the United Kingdom White Paper

10 Details of unsuccessful round two bids are yet to be published. It is noted that success rates could vary once round two
data is published.

11 ONS, 2022. Retail Sales Index time series
22 | evelling Up one year on: a former insider's view - Bennett Institute for Public Policy (cam.ac.uk)
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The position of the FGC group within this context

The FGC group is collectively made up of some of the most innovative urban economies in the UK. These

cities all have unique economic strengths that help to support the UK economy and allow it to

flourish. They all, in their own ways, make a significant contribution to the national economy in terms of

jobs, tax, innovation, trade and FDI. Much of this contribution to national economic growth is delivered

through the FGCsbéknowledge-based economies. All FGCs possess knowledge-based anchor institutions

within them, whether that be through the presence of world-leading universities or successful and

knowledge intensive businesses, or both. These anchor institutions underpin and provide the foundation for
successful economic cl ust er s tiviereessbrhtheiglobal stagd at a time whggret h e
trade openness and economic growth are declining. The FGCs are clearly places that have very high growth
potential in the UK, as demonstrated by their above average collective historic growth.

The cities that comprise the group are intrinsically linked through geography. This geographical link is
formalised through their shared direct political interest in strengthening the former Arc, now known as the
Oxford to Cambridge Pan Regional Partnership (PRP).13 These cities will become even more closely
linked through the delivery of East-West Rail, particularly if calls for this line to be extended to Norwich are
met. Giventhatthes e ci t i es e th@angnmof ecenbmiagroath within the PRP,thegr oup 6 s
focus is on ensuring investment is attracted into these cities, rather than losing out on private sector
investment to international competitors.

The FGCs share a range of other policy priorities. The cities are national leaders on sustainability and
the transition to net zero, with the cities facilitating clusters in green industries and residents within some
cities leading the way on usage of sustainable modes of transport.}* Meanwhile, the cities are also actively
seeking how to strengthen and regenerate their city centres, tackling the challenges of national retail and
building on the emerging trend of urban innovation districts.

This group of citteshaven ot benefi tted fr om t hasmudiKas ethef aeeaseatrdss ng up

the UK. The levelling up white paper'® primarily focuses on ensuring investment goes into other areas in the
UK, with the FGCs most commonly mentioned in the context of ensuring investment into knowledge and

U

research is distributedt o ar eas outside of t he ,Cakbrisige,GuodlLahéon). Tr i angl

There is a shared belief amongst the FGCs that their importance to the UK economy should not be taken for
granted. Thei r economies have the potential to enhance t
and in the future. Yet the FGCs are all now facing similar challenges that are hindering economic

growth in their cities. These constraints on growth include factors such as mismatches of labour supply,
housing unaffordability, overreliance on retail in some centres, rising socio-economic inequality, and

physical infrastructure (water, power and transport) deficiencies.

As a result, the FGCs are collectively calling for greater government engagement in their cities.
Investment 1 whether that be through the public or private sector 1 is needed in the fundamentals
underpinning the FGCs productive and successful clusters. There is a shared desire amongst the FGCs to
work with government to ensure that greater levels of investment are achieved across a range of thematic
asks. The methods through which this could investment occur are not yet defined, but could potentially
involve a blend of direct government investment, the devolution of powers to the FGCs to enable higher
locally secured investment, and greater partnerships or contributions from the private sector.

13 Government backs new Oxford to Cambridge Pan Regional Partnership | Oxford City Council

14 As a collective, 22% of FGC commuting trips are active travel, significantly higher than the England levels of 14%;
ONS, 2022. 2021 Census i Table TS061 1 Method used to travel to work.

15 HM Government, 2022. Levelling Up the United Kingdom
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4. What is required to achieve
growth in the FGCs?

Figure 4.1 This figure summarises the FGCs five thematic investment asks
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