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PREFACE

LOOKING FORWARD TO THE FUTURE: THE GLASGOW CITY-REGION
ECONOMY

Right Place, Wrong Time?

The Economic Commission for the Glasgow City Region was established, in 2016, to help
review the progress on the Glasgow City Deal and in 2017 additionally embraced the role of
providing more general economic advice to the Cabinet of the city-region. The Commission
decided, in February 2019, to undertake a review of the future economic challenges and
opportunities facing the City-Region and identify potential policy responses.

The drafting of this report took place in the late autumn of 2019 as the Coronavirus outbreak
began in Wuhan, China. It was accepted as completed by the Commission at its meeting of
20" January 2020. At that time the UK Foreign Office still regarded the Wuhan outbreak as
unlikely to be a major pandemic. As the Commission were anxious not to complicate the
concluding processes of the Gateway Review of the Glasgow City Region Deal, it was
decided to delay wider circulation of the report until the Gateway results were announced.
The favourable results of that Review were intimated to Commissioners on the 20" of May
2020. The long and short versions of this report are now being more widely circulated just as
the May peak of Coronavirus infections and deaths in the GCR begins to subside and the
economy rapidly slides into a historically deep recession following in the wake of the
pandemic.

Through the short ‘purdah’ period between the completion and circulation of this report, in
less than an economic commentary ‘quarter’, the world economy and its short and medium
term prospects have deteriorated rapidly as the public health measures required to counter
the spread and consequences of coronavirus-19 (CV-19) have near-‘stopped’ both the
demand and supply sides of economies. Trade, travel, labour mobility, daily commuting and
patterns of shopping, working and living have altered dramatically. OECD (OECD Outlook,
June, 2020) have projected that the UK economy will suffer the greatest loss in GDP in
2020 for any major economy, by 11.5 percent, rising to more than 14 percent if there is a
second, autumn pandemic peak, although growth of 9 percent in 2021 is also forecast. UK
recovery to 2019 income and employment levels may take until 2025 with fiscal effects
running further into the future. Reviews and forecast for the Scottish Economy by the Fraser
of Allander Institute (FAI) make it clear that impacts in Scotland and GCR will be no less
severe than for the UK as a whole. Andrew Wilson has suggested that it is probably going to
be a bit worse in Scotland because of the nature of our sectors and how the virus has
behaved north and south of the border.

Uncertain Times, and Ideas

This report, as submitted in January, stressed that the start of the 2020’s was already a
period of high and rising uncertainty about both near and distant futures. The potential
effects of Brexit, the increasingly difficult trading relations between the USA and China and
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heightened awareness of the challenges of reducing greenhouse gases were raised
frequently in interviews undertaken for the review (and none considered pandemic
possibilities; clearly an omission that should be remedied in future regional economic
strategy thinking).

There was also an apparent, and growing, uncertainty about how to talk about city-region
economic issues. In interviews with officials and others multiple narratives were used,
sometimes in the same conversation. A progressively widening and lengthening framing of
the socio-economic changes, technological challenges and policy dilemmas confronting both
city-regions and nations has been reflected in calls for policies to be seen through the lenses
of wellbeing, sustainability, inclusion and productivity. This broadening of economic policy
perspectives is regarded by many, including the Commission, as different, potentially better
ways of regional economic policy thinking. However, embracing broader goals has not, yet,
led governments to a new clarity in making, describing and delivering economic policy
choices. The terminologies of these overlapping policy narratives are often undefined and
imprecise and left to more local, delivery-oriented, levels of government to clarify and
implement. There is much uncertainty about what policies mean now let alone about what
they might mean in the future we now face.

The review maintains a focus on core economic concerns. How the metropolitan economy
creates jobs and incomes, distributes wages and profits and offers choices for public and
private consumption, and how we augment or deplete natural capital, will still fundamentally
shape patterns and changes in wellbeing.

Policy, Planning and Positive Roles of Metropolitan Governance

Our approach, unfortunately and dramatically affirmed by the post-January spread of the
Covid-19 health crisis and the emergence of its significant, negative economic impacts for
the city-region and the nation, was sceptical of hard forecasting for the future. We
emphasised that city-regions are complex, evolving economic systems. They need to be
understood in an evolutionary, complex way rather than through simpler, sectoral, linear
modelling of the past and past relationships. They need to be managed as complex systems
with the interactions of different orders of government recognised and aligned. Locally,
change through flexibility and creativity in metropolitan areas requires effective markets,
collaborative institutions, open governance and capable leadership.

The roles of metropolitan, and other, levels of government need to be seen not as a
‘distortion’, frustrating the private sector, or as only an essential ‘service provider’ holding up
an increasingly fraying welfare state. Our perspective regards the roles of local, metropolitan
government as an essential integrator, leader and creator for major investment strategies
that would lie beyond the coordinating capacities of the most efficient of private businesses.
Similarly, the vertical, often still sectorally-siloed, structures and connections between
different levels of government seem to serve a past conception of municipal welfare state
roles funded within the fiscal primacy of regional and national governments rather than
present needs. Scottish to City-region fiscal imbalances cannot be ignored in the potentially
bleak fiscal landscape of the next decade.

We were much influenced by Mariana Mazzucatto’s notions of governments and their
institutions as creative leaders of complex missions to deliver grand challenges. Much
change, despite recent re-localising experiences, will flow from global scales, especially
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trade, innovation and migration, and indeed pandemics, which will be manifested and
‘absorbed’ at local scales, whether metropolitan areas or rural regions. National frameworks
must be supportive, but it is primarily within Scotland’s city-regions that firms and citizens
and institutions will both adapt to and create Scotland’s place in the new world.

Changing Perspectives, Policies and Practice.

Within that broad framework of ideas, we explored the content and governance of key
dimensions of wellbeing, growth and prosperity, and indeed disadvantage, in the GCR. We
commented robustly, and hopefully not unfairly, on aspects of policy and practice for skills,
innovation and infrastructure in the city-region and on the framework of policies given to the
city by the Scottish and UK governments.

Since the report was drafted, Covid-19 has shrunk and frozen the metropolitan economy.
There can be no doubt from past experience of the unduly deep cyclical recessions that the
city region incurred from the 1930’s until very recent decades, that the city region economy
will not only incur deep negative demand shocks, but there will also be sustained, negative
supply side effects, such as the corrosive effect of unemployment on human capital, that will
last into the long term. The public finance estimates of the ranges of resources available for
the city-region, that flowed from the delayed UK budget of March 11™, 2020, were shaped to
partially cope with pre-January 2020 challenges. We have used them here. They are now
hopelessly inaccurate estimates of future fiscal resources and the funding demands that
Covid-19 will impose on public budgets for income support, services and investment.
Recession for two years and resource struggles for a decade are likely, even optimistic,
estimates of how long the effects of the current pandemic will dominate our economic
experiences and evolution.

Delete and Move on or Build on What we Learned?

Given these economic and fiscal changes since the report was completed this raises the
guestion of whether this report should be quietly and quickly deleted? We believe not. It is
primarily concerned with better economic governance for the city-region. Although the
economic challenges have heightened, and some have changed in character, many of the
improvements and institutional changes suggested below are now even more important to
implement. The city-region will never go back to pre-2020 ‘business as usual’ and this report
suggests some initial pathways or routes to change things for the better. And we still look
forward to change, working through this strangest of times, as we did through the different,
deep declines in city-region employment from 1965 to 1995. There are signs that the
Glasgow city-region has the resilience and capabilities that can restore prosperity and
wellbeing for the long term. In the report that follows the original texts are supplemented by
brief comments in italics that indicate what we believe remains relevant and what does not.

We believe that our review is no more than a start to thinking differently for the future of the
city region. It is not the last word, nor hardly the first. | was asked to lead this review. | would
like to acknowledge that the analysis set out below was developed jointly with Professor Alan
McGregor and Dr David Waite. A group of colleagues, including Dr Julie Miao (now at the
University of Melbourne), Professor John McLaren and Alison Muckersie (University of
Edinburgh) have contributed substantially to the review as have individual Commissioners.
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Des McNulty contributed both as a university colleague and Vice-Chair of the Commission. |
am grateful to them all and no less so to the hundred, and more, hard-worked, busy officials
who took time to make positive contributions to the work of the review.

Professor Duncan Maclennan.

University of Glasgow,

June 2020.
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CHAPTER 1

FOCUSING FOR THE FUTURE

1.1 Origins and Aims

The Glasgow City Region Commission for Economic Growth, hereafter the Commission,
exists to advise the Cabinet of the Glasgow City-Region (CGCR) on the progress of the City
Deal (GCRCD) and on wider, relevant economic changes. At the start of 2019 the Commission
established this review to provide evidence and analysis as the foundation on which the
Commission could provide better economic advice to the City-Region Cabinet and, more
immediately, contribute to development of the regional economic strategy due in the first half
of 2020. The review is not an alternative economic strategy for the city-region but an
exploration, for Commissioners, of the major, emerging economic challenges and
opportunities likely to face the city-region and indicate how the CGCR, and others, might set
out to adapt policies and practices to likely future circumstances. lItisintended that the Review
will be presented to and discussed with the Cabinet of GCR and other bodies involved in
making policy, strategy and investment decisions that will have a direct impact on the City-
Region economy.

The review does not embrace all the main changes facing all sectors, localities and interests
within GCR nor does is it examine in detail all the major possible drivers of metropolitan
economic change. Much important work, by others, is already ongoing and it did not review in
detail the areas of interest specifically covered by the Business Leadership Board created to
support the CGCR by considering such matters as enterprising attitudes, business starts,
growth and deaths, business investment in capital and skills, and foreign trade and foreign
direct investment and their sectoral implications. The review focusses on the core concerns of
the Commission in relation to skills and employment, innovation, infrastructure (including
housing), economic governance and finance for policy. These activities are likely to be
amongst the key economic growth drivers within the GCR

These topics don’'t encompass a complete agenda of what will matter for the city-region in the
decades ahead. Our view is that a conventional economic policy perspective on growth and
productivity would not capture all that is becoming more important. In framing this report and
the policy directions signalled we stress the need for a better-connected economic narrative
for the city-region that goes well beyond a traditional focus on GDP per capita and productivity.
We need to consider how more widely defined measures of wellbeing now, and aspired to for
the future, can be delivered through inclusive and sustainable choices and processes that
deliver the best (most productive) set of outcomes given the resources (financial, physical,
human and natural capitals) that are available to the city-region. The reduction of poverty,
augmented fairness and more environmentally sustainable outcomes are partly economic
outcomes with future economic effects, and there is a challenge of integrating these into
economic understandings of the city-region.
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Conceptions of growth other than GCR GDP per capita have already emerged and will further
evolve as key ideas of wellbeing, inclusion and sustainable development blend and harden
into firmer ‘measures for progress’. The review reveals that multiple competing, partly over-
lapping, partly contradictory inclusive growth policy narratives currently prevail across different
sectors of activity and levels of government. That diversity is positive but the competition of
policy rhetorics can lead to confusion where it proves impossible to achieve key goals
simultaneously. We envisage a longer-term process to recombine these different, and often
competing, perspectives and narratives for policy into a badly-needed more coherent
synthesis of economic, environmental and social perspectives that connects ideas and
evidence rather than underpins multiple, conflicting policy narratives. The review is one part
of a synthesis of ideas and actions for shaping how the GCR will take opportunities and
address challenges as it moves towards an unprecedently uncertain future.

Mariana Mazzucato (2018), whose approach to policy and innovation is widely used in this
review, notes that now ‘The debate about growth should be more about its direction - and the
underlying organisational capacity needed to welcome risk-taking and experimentation
needed by all organisations involved’ and, inter alia, to shape ‘a more dynamic conversation
within civil society on which missions might be the best to bet on together’. A dynamic
conversation is, of course, also required in the politics and the bureaucracy of the city-region
and, in some respects this review considers at the more grounded metropolitan (city-region)
scale many of the challenges addressed in the Wilson report of 2018 (Wilson, 2018).

The review aims to be an informed contribution to that wider conversation and stronger policy
narrative by both commenting on issues faced in the currently emerging city-region economic
strategy and by indicating likely major challenges for the period towards the middle of this
century and how the city-region might address and assess possible futures. The concluding
chapters highlight recommendations that the Commission might take forward with some
urgency. These would include further dialogue to reconcile and integrate the synthesis of ideas
in this review with the insights of the Just Transitions Commission, the Connectivity
Commission and others, tasked with realigning economic and other policies to respond to and
reduce the climate emergency as well as the Scottish Government’s work on Inclusive Growth,
Audit Scotland’s report on City Deals and the ‘futures’ review work of the new Scottish
Infrastructure Commission.

The discussions and minutes of the high-level Glasgow Economic Recovery Group formed to
shape responses to the Covid-19 emergency highlights the continuing validity of the range of
issues considered in the report, with its focus on strategic perspectives, diverse policy
narratives and the importance of an energetic, collaborative commitment to a re-flourishing
Glasgow city-region.

1.2 Placing Limits

Geographies

Economies cohere and connect at different geographic scales. City-regions (or metropolitan
areas) are a ‘meso’ level of action and governance, and they are much influenced by the
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‘downward impacts’ of macroeconomic and sectoral policies of devolved and national
governments. Equally, they are much involved in, and impacted by, the actions of
municipalities and communities and neighbourhood entities within their boundaries. The city-
region constitutes a scale of governance, or government, at which the global and national can
cogently interact with the community and the local.

A further raison d’etre of an emerging emphasis, throughout much of the OECD (OECD,
2013), on the role of metropolitan governments and institutions has been concerned with their
actual or potential capacity for delivering better local economic governance. It is widely
understood that key economic, and environmental systems, such as labour markets, housing
systems, transport arrangements and environmental flows, function and cohere most at the
metropolitan scale and are effectively governed in an integrated fashion at that scale.

As city-regions have come to lead productivity growth in the OECD since the mid 1990’s,
metropolitan economic governance has become a key concern (Ahrend, 2017). The growing
role of metropolitan institutions in shaping and delivering economic change, in what OECD
has called the ‘metropolitan century’, has become apparent at a time when national levels of
government have inclined towards devolving policy obligations downwards. Devolution of
policy roles has not always been accompanied by equivalent devolution of fiscal and
regulatory powers. Metropolitan devolution, now spreading in England, and metropolitan
federalism, now widely debated in the USA, Canada and Australia, is raising important
guestions about rebalancing the roles of national and city-region levels of government. These
guestions arise too in the functioning of sub-national government within Scotland, not least for
the two largest city-regions, that will have to flourish in a continually, internationally,
competitive, economic environment in which the quality of local government decisions will
matter more and more. Local government finances will be relentlessly squeezed as a result of
growing NHS and care resource demands unless locally available fiscal resources increase
markedly.

The focus of this review, the spatial ‘range’ of the Commission, is the Glasgow city-region as
currently administratively defined (encompassing eight local authority areas). The review also
uses two wider lenses. It recognises that by 2050 boundaries may change as geographies of
economies and politics alter. It is also important to look beyond the city-region and be aware
of, and alert to, changes in its diverse geography of external connections. The city-region has
an extensive and complex rural hinterland, reaching from Dumfries to, arguably, Stornoway
and the future trajectory of these places will remain strongly linked to success and change in
the GCR. The pattern of connections to the rest of the UK and to other metropolitan areas in
the EU and the wider, changing world matter as global flows of people, capital and ideas, into
and out of the metropolitan region, will be key in future developments. The balance of forces
of localisation and globalisation have changed in the last quarter century, with rising cross-
national flows of people, firms, finance and trade, but such globalisation is neither inevitable
nor irreversible. Political economic decisions (most notably Brexit) have already reduced likely
future flows of trade and people over the next five years (and perhaps beyond) and many of
the adjustments regarded as essential to dealing with the climate emergency are likely to place
an enhanced value to proximity and locality in where we travel and trade. Fixing the climate
emergency will mean more than sorting out our, literal, garbage.
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The city-region is not an economic ‘island’, nor is it unchanging in its geography, scale,
structure and connections. It is crucial to ‘look outwards’ and understand how GCR is, literally,
‘best-placed’ to drive and adapt to change. If we better know our ‘place’, what about our
‘future’?

These observations hold true post-Covid-19 but it is arguable that the next few years will see
a significant rebalancing of local-global emphases. A defining phase of integrative
globalisation with relentlessly growing trade, migration and capital flows may be ending, with
a different spatial balance emerging as global information flows continue apace, but nations
and regions will look more to local demands and resources in the unfolding of their
economies. That rebalancing will not invalidate the improvements in growth system drivers
highlighted in the chapters that follow.

Futures, and Histories

The review has temporal as well as spatial limits. The city-region has a well-documented, and
spectacular, history of economic growth, decline, stabilisation and, until early 2020, gentle
recovery. There are critical path dependencies in economic growth where past outcomes
shape future change, for instance in the way in which poor health outcomes fashioned into the
1970’s still impact effective labour supply and productivity, or poorly located housing and
transport infrastructure constrain labour market functioning, or the legacy of the toxic residuals
of growth sectors of a century ago raise the costs of land re-development, or the structures
and sectors of enterprise no longer match emerging global demands. The review recognises
these influences from the past but commences analysis from the recent performance of the
city-region economy. That performance is well described, given current data availability, in the
current draft Regional Strategic Assessment from the GCR (2019 reference).

The Commission has suggested time horizons to 2025, to broadly coincide with the forward
look period for the currently emerging regional economic strategy, and 2045 an upper bound
to anything that can be substantively known as the staging posts for our discussion. The future
is what is yet to come. What is yet to come is, in any precise form, impossible to know with
certainty, or sometimes to know at all. In strategic forward looks, inherently peering into
uncertainty we deal with probabilities and possibilities. In looking ahead, there is much that
can be extrapolated, or otherwise modelled, to set some upper and lower limits and middle
estimates for the probable outcomes (given current policy settings) for the GCR. The
demography of the city-region, the state of the housing stock, the size and location of poverty
concentrations and the overall spatial and sectoral structures of the economy are quite
predictable for 2025, although the effects of some policy changes may be quite imprecise.
Some important contextual variables can shift in the short term, such as interest rates and
migration to and from the EU. There is often a presumption that key economic variables for
the city-region economy can be robustly predicted over 5 years and beyond. This could
include, for example, unemployment rates, the demand for housing, car-ownership, the broad
structure of demand and greenhouse gas production per capita that are all significant issues
in metropolitan economic and physical planning. Such work has mostly been missing in
economic thinking for the metropolitan area but academic literature and practical experience
from elsewhere suggests that such key variables are generally difficult to predict, and
estimates will always be imprecise. For instance, it is difficult to model future unemployment
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levels as they would reflect changing demands for labour, potentially radical changes in the
nature of employment and shifting migration patterns. Addressing such issues would require
new forms of research and knowledge co-production between policymakers in the GCR, and
the Scottish Government.

Models can be built, and scenarios played out with some prospect of better understandings
of what future challenges and opportunities might look like over 5 to 10 years ahead. However,
in peering further forward to 2050, both simple extrapolation of current trends and the most
sophisticated econometric modelling are likely to be of little use in providing us with likely
probabilities. Although making the best possible assessment of economic change and
strategic policy intervention for the period to 2025 must be the key role of GCR officials they
cannot defer looking beyond the end of the next planning period. They cannot avoid the
guestions of what lies 10, 20 or 50 years ahead. In the early 1970s, for example, few predicted
or even considered the success that central city housing renewal and rebuilding programmes
would have, or, conversely, how quickly some areas of public housing would decline. Or
indeed that universities and the new technology sector would come to comprise such a
significant share in the metropolitan economic base. And that private rental housing would be
the fastest growth sector of post millennium provision. But, on reflection these were not
unpredictable outcomes.

Governments, therefore, especially at metropolitan levels, cannot fail to look forward beyond
5 years. And this need to be able to forecast and imagine becomes even more imperative if
the role of government, as is proposed below, is to be more than fixing market failures and
involve strong, entrepreneurial roles. Governments spend not only on consumption and
service provision for the present (municipal life is not ‘bread and circuses’), the services they
provide have long-term effects (on health, housing and social care for instance). Councils,
and agencies in the GCR, invest and enable investment for the future. Where the investments
they make are universal and flexible, say for instance improving everybody’s health or
providing them with a laptop computer or raising transferable skills, then mistaken
assumptions about future sectors or locations for economic growth might matter little,
assuming human, or other forms of, capital is readily redeployed or relocated. However, much
of GCR Cabinet expenditure, and indeed many of the activities influenced by regulation,
involve capital investments that are geographically or spatially fixed. Once cables, pipes,
bricks and cement are laid in the ground the investment is fixed and future flexibilities will be
limited. It is precisely in making geographically fixed capital investment, for housing and
infrastructure, that there is the greatest challenge and need to align investment now with
prospects for the future, and to understand how the location of investment changes the
prospects for places. The place dimensions of the economy, and how the GCR understands
them is a key theme in this Review and they are discussed below.

Some fixed capital investments will inevitably turn out to be misplaced and others
unanticipated successes. Uncertainty and randomness in economic change are not, however,
an excuse for policy makers to ignore the future and invest with simply a hope and a prayer
for the best. It requires, in making metropolitan economic policies, as much understanding
about the past and the present as is possible. Could GCR, feasibly, know more? CGR cannot,
and does not wish to, wait 5 years to start thinking for the longer term. The public and private
investment made in the GCR this month, let alone over the next 5 years, will be tested and
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used in the circumstance that prevail decades ahead. GCR should recognise, particularly in
relation to carbon reduction and preparing for a larger, older elderly population, that the
investments put in place now already must embed some sense of long-term direction and
purpose unless they are to be quickly scrapped or prove to be sub-standard by 2030. Shaping
a longer view of how to move forward in the GCR is already in progress but it should be better
resourced.

Futures thinking is not some academic luxury for leisurely pursuit but an urgent priority for
action and delivery. The truth of this observation lies in the reality that expert opinion and
government reports in Scotland have been predicting a significantly rising share of elderly
population and growing difficulties with greenhouse gases since the 1980’s. The interviews
with officials in the GCR undertaken in the Review suggest that the UK and Scottish
Governments would claim too much if they were of the view that policies had evolved
adequately to deal with ageing and environment issues that have been emerging for decades.

These paragraphs capture the strengths and weaknesses of this report in the context of the
pandemic shock. Some of the economic projections for the period to 2025 have been
overtaken but the commentary on the geographic and structural challenges facing the
metropolitan economy remains valid, with Covid-19 likely to reveal and reinforce the gaps in
wellbeing across generations and the socio-economic geographies that already exist. The
challenges of exclusion, environmental sustainability and ageing will not substantively change
though the public and private resources to deal with them may be severely constrained well
beyond 2025. GCR has the same mountains to climb - the earthquake of Covid-19 has made
the gradients steeper.

A considered view of the important possibilities is required. What are they?

1.3 The Coming Challenges and their Unfolding Uncertainties

There is wide agreement amongst popular opinion, the press, academics, bureaucrats and
politicians that the advanced economies are currently faced with especially uncertain futures.
In the UK, indicators of business confidence and voter trust are at historically low levels. This
sense of uncertainty about the future, and how to understand it, applies globally but has
particular, and severe, aspects in the UK and Scotland.

These uncertainties apply to current conditions and short-term changes. The IMF have
sounded warnings of global recession for the period to 2024, and of much more severe
potential downturns for metropolitan areas, with badly over-heated housing markets (a
difficulty the GCR, importantly, has avoided), and as a consequences of the continuing
tensions in US-China trade relations (though it is the WTO recent rulings on EU-US tariff
disputes that may most immediately damage Scotland’s export base). Even with UK exit from
the EU now confirmed, the largely still unresolved trading relations with the EU and the wider
world, along with little clarity over how the UK government will replace key areas of EU policy
expenditure that benefitted the GCR, adds to uncertainty for the short and longer term. Leaving
the EU offers a future of reduced growth for the GCR to at least 2025 with no clarity on
probable impacts into the longer term.
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In the GCR, as for the rest of Scotland, the decision to leave the EU is likely to reinforce a
renewed push for independence and that will also mean higher short-term uncertainties and
different possibilities for the future. More than at any time in the past, Scotland and the GCR
will not calculate their way into the future but will require the decision capabilities to make the
intelligent choices of where and how to steer the economy. We discuss below how that might
be done. The period to 2025 is atypically problematic and uncertain.

And these paragraphs were penned pre-Covid 19 impacts! It is important that these critical
issues are not neglected albeit they are presently dwarfed by the UK’s likely poor public health
and economic performance relative to other OECD economies through 2020.

The Mega Challenges

Placing infrastructure and development, a fundamental role for metropolitan governance, is
most difficult in a context of major change. The longer time horizon for this review involves
widely recognised mega-challenges, and as commentators have been noting since the 1980’s,
the only certainty is change (Harari, 2018). The UK Government Office for Science (UKGOS,
2018) identifies a series of ‘powerful, highly complex, interconnected forces for change, that
will each impact across multiple, if not all, levels and sectors of governments activities. The
‘mega’ challenges identified by the GOS are summarised in Figure 1.1 below.

Figure 1.1 - Mega challenges

Diverging demographics “the global populations are growing rapidly ... Life expectancy at birth has
reach unprecedented levels ... Developing countries populations will grow
7 time faster ...urbanisation rates are increasing ... all regions have ageing
populations, but certain countries are experiencing youth bulges”.

Climate and resource pressure “the combined pressures of population growth, economic growth and
climate change ... increased stress on essential natural resources ...
natural impacts of climate change”

Global economic shifts “globalisation is catalysing a “multi-polar” world ... BRICS are now
established engines of growth” and “there is a declining dominance of
advanced economies”

datAlfication Artificial intelligence and machine learning in gathering, processing and
analysing data” is of growing importance.

Redefining norms and “Shifting attitudes to governance ... business ... and individuals ... are
institutions challenging traditional social contracts”

Reproduced from: [UKGOS, 2018

Different authors present variants of this typology and they differ in their relative significance
across nations and city-regions in the UK, but they are important in all. A key feature of all the
challenges is the complexity of both the causal, recursive systems bringing change and the
multi-level, multisector policy actions required to address them.
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In retrospect, the potential for disastrous pandemics required more attention in this framing of
key challenges. HIN1, ZIKA and EBOLA were all pandemics of this millennium but the
potential for such events rarely impacts metropolitan planning and economic policy
discussions. We know now.

It is now widely recognised by metropolitan governments that the places they manage are
complex socio-economic-techno-physical systems. Recognising the grand challenges and
system complexity is not enough. What is required at the city-region scale is hard evidence of
the ways in which the city-region system, in this case the economy, is challenged and
changing. With this we can then frame the most effective ways to develop strategy and govern
the system better (Eppel and Rhodes, 2018). Does economic governance in GCR need to
change to meet the new policy rhetoric about meeting the grand challenges for the economy
and the environment?

The recognition of the imperative to begin to meet the ‘grand challenges’ is a game-changing
perspective for most city-region bureaucracies in the UK and the GCR. Some city-regions
have, as discussed below, begun to create new approaches and networks and institutions to
deal with complex system change. But many are currently stuck with vertical divisions and
sectoral silos in government responsibilities. These older structures are well described by
Eppel and Rhodes (2018). In past ages of policy, good governments were viewed as if they
were ‘an expert clockmaker, capable of designing, building, dis-assembling, modifying and
reassembling well understood parts into a well-designed overall system’. However, the
emerging challenges in the cities of today and tomorrow are not of that ‘mechanical’ nature.
Rather, cities are swept by rising, repeated torrents of change, often driven from outside the
metropolitan area. Each set of outcomes drives the next change experience. In more technical
terms, change involves complex challenges impacting upon complex systems. Eppel and
Rhodes (2018, 950) conclude ‘that the future is a contingent, emergent, systemic and
potentially path-dependent product of reflexive, non-linear interactions between existing
patterns and events. Its variety, diversity, variation and fluctuations can give rise to resilience
and adaptability; it is path dependent, contingent on local context and on the sequence of what
happens; subject to episodic changes that can tip into new regimes; has more than one future;
can self-organise, self-regulate; and have new features emerge’.

These challenging observations from complexity theory on how cities are changing leaves
politicians, decision takers, and analysts too, sitting ‘sandwiched between a view that the world
works like a machine and a view that the world is chaotic, unpredictable and without structure’
(Boulton, Allen and Bown, 2015, 29). There is little doubt that to govern better, governments
have to recognise complexity explanations and develop network, collaborative governance
solutions to deal with them (Klijn and Koppenjan, 2014).

Given that the city-region cannot afford to be immobilised by the scale and complexity of the
emerging challenges, how can it practically move forward to recognise and embed ways to
think about the future in times of complexity?

This observation remains pertinent. As governments begin to move from considerations of
emergency actions to deal with Covid-19 consequences to stimulus and then recovery
packages, the pressures to act quickly have to be balanced with an imperative, given future
scarcities of public resources, to act wisely. For instance, ‘shovel-ready’ infrastructure projects
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are important for employment and incomes in the next year or two, but they also have to be
designed and placed to serve needs and demands decades ahead.

1.4 From Impossible Complexity to Mission Possible

An ‘Understanding’ City-region.

The broad contours of the meta challenges that GCR will face to 2050 are now widely accepted
(if often only vaguely understood). What is the right thing to do when confronting a completely
unprecedented situation with few probabilities and changing possibilities?

Meeting the meta challenges is a task not just for governments but for all of us. The historian
Yuval Noah Harari (2018) notes that when ‘politics or science looks too complicated it is
tempting to switch to funny cat videos, celebrity gossip or p**n’. However, he suggests, that in
a world of enormous amounts of information, ‘people need the ability to make sense of
information, to tell the difference between what is important and unimportant, and above all to
combine many bits of information into a broad picture of the world’. Of course, ‘people’ includes
not only every individual citizen but community groups, non-profits, firms and institutions
(including, indeed especially, universities and colleges) and every department and level of
government. That is, GCR needs to be an ‘understanding’ as well as a ‘caring’ metropolis.
This applies, of course, to how we think about the future of the city-region economy.

An ‘understanding’ GCR Cabinet - to move forward into a future of continuing disruption and
discontinuity with new technologies, new trading relationships, new skill requirements -
requires capacities (as Harari (2018) suggests are required universally) for critical thinking,
communication, collaboration and creativity. Throughout this report there is reference to where
such competences may be missing and the need to reflect upon how the GCR can develop a
culture that encourages innovation and embraces change? Are we making the intelligent
decisions? Do we have the capabilities and institutions, let alone the financial resources, to
make the right decisions to move forward effectively? These are key questions that go well
beyond the scope of most strategic reviews of economic performance in the GCR.

Covid-19 reinforces the importance of these observations.

Current Gaps and Futile Forecasts.

Dealing with uncertainty in economic decision taking for the GCR is not always about the
future. There is much uncertainty about many of the links between pulling policy spending and
regulatory levers and the expected outcomes. For instance, much time and effort has been
spent in the GCR, since 2015, in shaping indicators to track the outcomes of measures to
promote inclusive growth. Aligning action to outcomes is at the core of good policymaking but
there are often key evidence gaps in the chain of connections between policy actions and
expected outcomes in making sub-national economic policies (Miao and Maclennan, 2017).
How such gaps might be reconciled is discussed in Chapter 7. We note them simply to stress
the complexity and uncertainty that surrounds so much decision taking about the present, let
alone the future, in the GCR. If we add the uncertainties about future economic connections,
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trends and shocks that create a ‘veil of ignorance’ then there are major choices to be made
as to how the GCR thinks and plans forward. Inaction is not a choice.

In implementing this review, it was important to find a framework of ideas for organising ideas

and developing policies for the future. The review was not resourced to design and model
future scenarios for city-region change. Scenario planning and modelling have much to
contribute to better understanding of city-region decision taking but it appears to have been
little used within the region in the past.

A great deal of the past ‘futures’ strategy work within the GCR and its predecessors has been
historically dominated by statutory spatial planning requirements. That has often involved a
‘rational’ planning approach, with relatively limited time horizons (5 to 10 years), leading to
relatively fixed forward plans. Demographic extrapolations have been GCR’s handrail into the
future. Forecasting the future has usually been based upon on extrapolation and (often linear)
modelling of single, separate, sectors of interest such as housing or transport. The work to
meet strategic planning requirements has focussed on the production of key, sectorally-
relevant, statutorily required numbers. Forward thinking methodologies differ across these
major sectors, most obviously housing and transportation, but also differ across different
infrastructure sectors. There may well be good reasons for such diversity, given data
differences and different sectoral conceptual framings. If sectoral investments are to be linked
to create better places and better services, then a coherent cross-sectoral approach to thinking
about the future is required.

Often, the key economic drivers of such changes and the likely economic consequences of
the housing, transport and land-use decisions involved were not included in the analysis.
Views on future change have the challenge of marrying plausible projections with the key
drivers of economic change. Additionally, concerted effort needs to be made to consider the
spatial expression of key thematic areas such as innovation and business development. These
past approaches to ‘planning’ reflect the intended role of sub-national governments as the
‘efficient clockmaker’, but in delivering services rather than changing the economy. Now, the
GCR not only has to lead change to meet the grand challenges, but it must do so in ways that
link thinking and decisions for services, infrastructure and the economy. This clearly requires
new ways of understanding, modelling and integrating changes in the GCR and its diverse
places, connecting thinking, analysis and decision taking about services, infrastructure and
economy. The governance implications of the requirement are addressed in the concluding
chapter. At this juncture the focus is on how we can move forward in dealing with complexity
in a strategic fashion?

There needs to be a systemic rethinking and realignment of the economic content of
processes and methods for how ‘futures’ thinking is undertaken across GCR. The UK
Foresight Exercise largely left Scotland untouched and was very London focused. But it did
usefully highlight the array of approaches, from modelling to scenario planning that city-region
governments and others might use to reflect on choices for the future. In undertaking this
review the team was impressed by how the City of Newcastle and The City Futures Group at
the University of Newcastle had gone about providing some shape and rigour to their thinking
about how the city might develop and we were equally impressed by joint working between
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CMHC and the City of Vancouver to make a step change in investment requirement
forecasting for that city.

These are choices that GCR might make in the future. The techniques referred to will improve
understanding of the choices to be made but they will never remove fundamental
uncertainties. Faced with real uncertainties, organisations have choices about the kinds of
strategies they deploy to move forward. One approach is to disregard them (the uncertainties)
and extrapolate from today to the future (in a largely linear fashion) and produce plans partially
driven by these estimates. This approximates to some areas of strategy formation in the GCR.
Staff are primarily deployed to produce numbers, extrapolating on the assumption of
continuity, that may gain totemic significance, rather than really think about the future and
confront the likelihood of change. Much time in planning, housing and skills development, for
example, is spent in deriving numbers instead of exploring future scenarios.

Strategic management thinking for business, and indeed much of the public sector, has long
abandoned the notion of strategy as being about firm projections and fixed targets over
decades, or even five-year periods, ahead. In areas of extreme uncertainty some
organisations resort to a set of clear principles that are used to assess actions and outcomes
as the need arises. Indeed, regardless of what other approaches might develop, a clear set of
high-level principles for economic action, and other policy areas, in the GCR would help shape
decisions for the future (there are, arguably, implicit principles in GCR thinking and strategies).
In this context, however, we need to move toward greater clarity about the overlaps between
productivity, inclusion, wellbeing and sustainability, which all appear as priorities in the
economic policy narratives of not just GCR but the Scottish Government.

Clearly, the long-time horizons involved in making programme commitments and decisions (in
infrastructure, for instance) that will impact half a century ahead mean that administrations
might use both the ‘rational’ and ‘in principle’ approaches. This requires acute attention to
which approach applies to what time periods and for different sectors. It also requires
institutional frameworks that can work creatively at the boundary of the ‘rational’ and ‘in
principle’, or mission driven, approaches to policy. It requires a need to recognise the limits to
extrapolation and modelling/forecasting and to develop capacities and institutions that will
monitor how the economy is unfolding.

Thinking Ahead

The review team have sought an approach to discussing the longer future that recognises the
complexity, and importance, of major challenges facing the GCR, that envisions the
importance of multi-sectoral actions, that seeks to look ahead but emphasises the importance
of tracking change and adapting actions in innovative ways as change buffets and reinforces
challenges or creates new opportunities. Mariana Mazzucato’s ‘mission’ framework has been
used internationally to explore the development of institutions and innovations and has gained
some acceptance within Scottish Government thinking.

Having made a preliminary selection of that approach the research team then, to reaffirm its
relevance, assessed futures approaches undertaken in the different institutional and economic
contexts of three other UK cities, namely Bristol, Cardiff and Manchester. The material in this
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section is drawn from documentary sources - such as strategy notes and devolution deal
documents - plus interviews with senior policymakers and analysts in each of the three cities
(5), plus interviews with those who have a wider view of UK public policy (2). Interviewees
held senior strategic positions or had proximity to the development and application of the
particular local futures approach.

Interviewees noted a growing desire to embed futures thinking more prominently in sub-
national policymaking but suggested that this can be constrained by reduced local government
capacities and by the lack of capabilities and incentives to adopt a long-term view in decision
taking. One official noted that the UK industrial strategy sought to encourage a longer
perspective and move localities away from a bid-by-bid approach to policymaking. A further
interviewee, referring to civic university roles (as discussed below), noted that for futures
thinking to present a “bullish” perspective on “the direction of a place”, universities need to be
more than “warm bodies” on various boards. This points to the beyond-municipal approach to
futures thinking emphasised in this review. The same respondent also noted that futures
thinking could act as a “bulwark” against “empty performative work” such as “vanity projects”.
This relates to the commitments and buy-in that stem from a long-term view of development
and change.

The institutions involved, their focus, the core logics they have adopted, and other key features
of the approaches adopted in Bristol, Cardiff and Manchester, are indicated in Figure 2 below.

Figure 1.2 - Key Features of Futures Approaches in Bristol, Cardiff and Manchester

Bristol Cardiff Manchester
Institutional Mayor’s office for Bristol, Welsh government, new Mayoral combined authority
arrangements West of England Combined | city-region body, future
Authority generations office, public
service boards
Focus Sustainable Development Future Generations Independent prosperity
Goals (SDGs) in the One following the “Wales we review
City plan want” approach
Core logic Rethinking public services in | Responding to wellbeing- Potentially can be seen as
response to austerity; local focused legislation at local an update/refresh of MIER
responses to globally level
recognised challenges (via
SDGs)
Legislation to | No Yes No
support and
explicit futures
approach
Community Extensive “Involvement” is one of the Expert group established
participation five ways of working.
Monitoring and | Targets to be set out within Metrics to accompany the Set out at project and
evaluation a dashboard wellbeing focus programme level within the
LIS
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Reporting Annual report due for March | Wales Audit Office plus the Multiple, from various CA
Future Generations responsibilities
office/commissioner
amongst others

Wider/allied Engagements with the West | “Our Valleys, Our Future” Local Industrial Strategy
strategy positions | of England CA emerging Spatial Framework

Underpinning Logics and Evaluation of Actions

The futures thinking across the three cities appears to hinge on different logics and motivations
for policy design.

In the Greater Manchester case, the prosperity review provides an implicit update of the
Manchester Independent Economic Review (MIER) but adopts a mission focus aligned to the
“clean growth” grand challenge. This has been translated, for delivery, into the local industrial
strategy that has recently been agreed. The local industrial strategy was one of the first
released in the UK, as GM was designated as a “trailblazer” area. Questions did emerge from
interviewees, however, about the alignment of different futures approaches evidenced in the
prosperity review outputs vis-a-vis other city-region plans and strategies. One interviewee
noted, for example, that GM’s spatial framework is more narrowly focused on housing and
population projections rather than wider prosperity mechanisms and outcomes.

Bristol’s approach differs in that one respondent suggested the One City plan to 2050 offered
a “creative response to austerity and the limited powers of local government” and appears to
sit to the side of claims for further/greater central government resource. One interviewee
suggested that the Bristol 2050 approach followed on from the city’s designation as the
European Green Capital in 2015. Additionally, the deployment of Sustainable Development
Goals (SDGs) provides a way of framing local issues in the context of commonly regarded
global challenges, and, according to one interviewee, “provides a language and discourse” for
plan development. The Bristol approach boasts a strong participatory component, with a wide
number of citizens consulted in the early stages of plan development, whilst collaboration
between council officials and academics at Bristol University - through an “embedded
advocacy” approach - was also of central importance.

Cardiff's engagement with the wellbeing for future generations approach stems from
legislation enacted by the Welsh Government, which, in turn, may be seen to link back to a
long-running Welsh concern for sustainability (this can be evidenced in documents such as
One Wales, One Planet). The Act’s futures orientation is established in that it sets out the
need for public bodies to “think and take action in the long-term interests of Wales”.
Additionally, new institutional arrangements — to carry forward the five ways of working in order
to achieve the seven wellbeing goals — have been formed. This can be evidenced in the roles
played by the Future Generations office, Public Service Boards (established for local authority
areas) and the Wales Audit Office. Futures generations thinking appears to have had a role to
play in recent decisions concerning proposed investments for the M4 in and around Newport
(in south-east Wales).

Evaluation
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As well as reflecting a critical feature of the mission-oriented approach, it is clear there is an
eagerness, across the three cities, to instil robust and proportionate monitoring and evaluation.
For example, in Bristol, to support the One City plan, one interviewee noted that a dashboard
is being developed that will map up to 140 metrics to allow progress to be assessed.

A further respondent, commenting from a UK-wide perspective on futures approaches, noted
that existing evaluation guidance - such as that given in the Magenta book - is more geared
for project and programme evaluations, rather than the assessment of long-term missions.
The respondent went on to note the merits of both qualitative and quantitative approaches,
where, in the case of the former, views from stakeholders attached to a mission will be
important.

Applying mission-oriented approaches

There was a general sense, from the interviewees, that whilst the mission approach was
useful, much relies on the quality of local application. One interview noted that missions reflect
a strong “PR” sell from proponents, and mission approaches remain somewhat light in
determining (or guiding) what evidence is required to develop public policy.

Another respondent remarked that the mission approach has to be considered relative to the
local context, and that adaptability in application (from different localities) was welcomed. The
interviewee remarked that “strong markers on how to do grand challenges” have not been
given by the UK government. The same respondent went on to question how localities chose
grand challenges to focus on, and whether addressing all grand challenges would be
plausible. Indeed, mission-oriented approaches do not escape the thorny challenges of
prioritisation and understanding the trade-offs within and across policies and investments.

In the wide range of interviews with officials, and others, in the GCR reported on below, there
was also a similar clear appetite for a longer, better understood and better monitored approach
to strategy and policymaking. Equally, concerns about resources, missing knowledge
partnerships and the absence of coherence in the understandings of how to define and tackle
the grand challenges both across major cities and between them and the Scottish government
were apparent. Appraised of the limits as well as the virtues of the ‘mission’ approach, and
because it has much merit in thinking about the future strategic development of places, a
‘Metropolitan Missions’ framework shapes this review.

Assessing the Metropolitan Mission

The ‘mission framework’ has been applied, globally, to ideas about innovation strategies and
policies. In Scotland it has been used to shape the formation of a national investment bank.
This review proposes that, suitably nuanced for local settings, it is an important and fruitful
route for coherent thinking in contexts marked by complexity and uncertainty. It is an approach
that does not become rooted to the spot by imminent change but encourages forward
movement and innovative thinking as ideas and uncertainties unfold over time and promotes
creative adaptations to achieving aims. Mazzucato’s approach, most clearly set out in
Mazzucato (2018) has antecedents in the economics of investment planning and strategic
behaviour in uncertainty. Half a century ago Richardson (1968) argued that perfectly
competitive and fully informed markets would not deliver the best outcomes for an economy.
Such a system, he argued, could never produce the right information to foster desirable
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technologies and sectors. Governments, in that view, had key strategic roles to play in shaping
the settings in which markets could prevail. Similarly, from the 1960’s onwards behavioural
economists such as Herbert Simon argued that, in settings of uncertainty and limited
information, firms should seek to make the best possible first move and develop capacities
not so much to forecast but to scan, evaluate and adapt to change in line with core goals and
principles. Arguably governments, and especially local governments, have been forced to
increasingly residual roles in service provision as the ‘stripped-down’ role for government was
embraced in much of the OECD. The Commission and the GCR recognise that ideas on
government roles are changing. Arguably the Scottish Government has been at the forefront
of more progressive views on the roles and narratives for economic policies. That shifting
perception needs to be embraced quickly at metropolitan scales to accelerate progress in
dealing with the Grand Challenges (Mazzucato’s label for the major societal changes and
challenges we face).

Mazzucato has made convincing cases about the role of governments as entrepreneurial
leaders and risk takers in settings of challenges and complexity. She stresses the importance
of the ‘mission’ as a long-term route to delivering change in relation to the ‘grand challenges’.
It requires integrated cross sectoral actions, a strong ability to track outcomes, scan for change
and a reflective approach to policy choices. It also requires governments driven by principles
rather than ‘pork-barrels’. This approach interweaves delivery, reflection and strategy. It
makes no pretence to understand an unknowable future. The Mazzucato approach offers a
convincing framework and a fruitful way of thinking about the future for the city region. It does
not diminish a priori the potential leadership roles of government and, whilst seeking a rational
use of resources and recognising the constancy of uncertainty and change, it is not based on
unreliable extrapolation.

Missions in Place

Mazzucato’s framework is particularly relevant to the ‘mission’ of strategic spatial planning of
economic change, infrastructure investments and the creation of places consistent with the
goals of the ‘grand challenges’. In this review - and we believe this is an innovative approach
in spatial, economic strategy development and planning - the ‘mission’ perspective is used to
guide our research and the development of concluding questions.

The city-region scale of economic governance involves not just new geographies but new (or
at least renewed) emphases on the economy, development, investment and infrastructure
rather than services. Core challenges for a metropolitan government include deciding, with
others, what and how and where to develop. In contrast to national governments, a core
function of metropolitan economic management is creating places. Placemaking is vital, not
just in the sense of how to renew rundown neighbourhoods, but how to create new places.
This requires a sense of purpose of what places are for, for whom and with what place
standards they should be developed. It is these places that will be the homes to creativity and
adaptability, where grand challenges will be grounded, and responses made. It is places, and
people, that will respond. Policy and the mission are about ‘people and places’, and not
housing, health, transport: the latter are the inputs, but thinking and planning in a metropolitan
area has to have places, with purpose, for the future as a major step to mission fulfilment.
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Placemaking also applies in a wider metropolitan sense, in that well-functioning
neighbourhoods, zones and precincts must connect and cohere within the metropolitan
economy, and policy must aim to ensure that the ‘system’ is more than the sum of its parts.

This inherently spatial view of how to deliver the metropolitan ‘mission’ requires a coherent
connection of action to strategy and delivery across the region. It needs to: see public and
private imagination linked to entrepreneurship in all sectors, the collaboration of business and
non-profits, and bring diverse communities together. This will not be achieved by a
metropolitan government that is merely a stripped-down local authority with falling finances;
nor will it be achieved by Councils whose ambition is conditioned by the reflex attitudes of
inward-looking public monopolies. Delivering metropolitan change will require GCR to be
adaptive, creative, intelligent and entrepreneurial. The current policy priorities that GCR
officials discussed in interviews include:

o Reducing rising inequalities in, particularly, wealth and income and raising
inclusion

¢ Reversing rising global heating

¢ Remaking health, care and housing arrangements for an ageing population

o Raising the ability to use resources more effectively, or productively, to meet
societal goals

e Responding effectively to emerging technological changes, including the advent of
artificial intelligence, to ensure that employment and productivity goals are met

A ‘mission’ approach will help us to understand how to progress, and we discuss this in terms
of how skills, innovation, infrastructure and intelligent city capacities (the focus of the theme
chapters below) may support mission development. This will help identify the areas where the
GCR is well informed to pursue a ‘mission’ approach to longer term action, where significant
gaps are apparent and how they might be addressed.

The appropriateness of a Missions approach to economic policymaking in the GCR is,
arguably, reinforced by the consequences of the Covid-19 epidemic.

1.5 Developing the Narrative

This is not a time for endless debate on small differences but of for decisive action around an
agreed core narrative and strategy that captures the spirit, talents and capabilities of the city-
region.

Chapter 2 sets our framework for identifying drivers of economic growth and change in the
GCR and provides a summary review of the current main features of the regional economy.
The key drivers of change that we have identified as central to this review, namely skills and
labour markets, innovation and infrastructure investment (including housing as essential
economic infrastructure) are then assessed, linkages to the ‘grand challenges’ considered,
and significant policy questions identified in Chapters 3 to 5. Chapter 6 and 7 deal with the
governance capabilities of the city region to address future challenges, considering first likely
scales and sources of fiscal financial resources and, then, the potential to deliver smart or
intelligent governance and government for the GCR into the long term. The key questions that
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our review has raised, some of which are framed as recommendations to the Commission and
hence to the Glasgow City Region, are set out in Chapter 7.
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CHAPTER 2

GLASGOW CITY REGION ECONOMY: THE BASELINE

The economic consequences of Covid-19 have had multiple, deep and rapid impacts
on the economic base of the city. Aspects of this chapter has been overtaken by
events, but it still serves as a useful indication of the core economic structures that
will influence the evolution of the GCR economy and that policies will have to
address.

2.1 The Approach

Before moving towards a detailed analysis of the four key themes the report addresses —
infrastructure, innovation, the labour market and governance — this short section creates a
platform setting out some of the key features of Glasgow City Region (GCR). It is constructed
around a range of indicators which go well beyond the conventional economic descriptors of
a local economy as the focus of the report is in providing guidance on how best the city region
can drive towards achieving the mission of both sustainable economic growth AND also
spread the benefits of the growth much more effectively than in the past.

Given that a major investment of time and resource has gone into the preparation of the GCR
City Deal Regional Strategic Assessment 2019, the chapter builds in very large measure on
the data collection and analysis carried out for the that report. One of the benefits of this brief
review is that relatively few of the indicators relate to the priority themes for the work, which
are covered in much more detail in the later chapters. This wider set of indicators then provides
a more rounded context within which to locate the more focused analysis.

The commentary in this chapter is based largely on the indicators laid out in the table which is
an Annex to this chapter. This table is based on an update of Appendix 2 in the August 2019
Draft Regional Economic Assessment. For the purposes of this chapter, the content has
simply been displayed in a different way, and indicators have been grouped under headings
related to the economy, the business base, employment, skills, people and place. The
grouping of indicators provides a link through to distinctive areas of intervention. Additionally,
through the good offices of the Glasgow City Region Intelligence Hub, the table is now based
on more up to date data (2008-2018) and comparisons with UK core city regions.

2.2 The Economy
Scale

In terms of the conventional measure of the size of the economy — Gross Value Added (GVA)
per head of population —although GCR is the UK’s 4" largest city region economy it remains
an area of comparative weakness in terms of GVA per capita. Additionally, there is no sign
of relative improvement in this key indicator.

Productivity
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The GCR economy has historically performed poorly in terms of the productivity (GVA per
hour worked) relative to other city regions, but over recent years the gap has been closing.

Innovation

Innovation is a key driver of productivity growth, but it is difficult to measure the volume and
quality of innovation activity. However, the often-used measure of business investment in
R&D, is not available for the core UK city regions. Innovation is analysed in significant detail
in a later chapter.

Job Density

A healthy economy can benefit individuals, families and communities by generating and
sustaining a buoyant employment base. This can help promote greater inclusivity, but the
changing nature of job quality is a critical variable in this. The volume side of this is captured
by job density which is the ratio of jobs to working age population. The Annex shows that
GCR’s job density is a current strength but has been declining in relative terms on the basis
of recent performance.

2.3 The Business Base

Although the business base is not examined in detail later in the report, Table 1 below draws
together some key statistics on GCR’s businesses, and the sectors within which they are
located, to provide a wider context for the later chapters.

Businesses
There are 48,000 businesses in the city region:

e Nearly 87% have less than 10 employees.
e Only 245 businesses have 250 or more employees.

This broad pattern is replicated across most of the UK, and beyond. It reflects largely the
decline or disappearance of the major manufacturing enterprises where economies of scale
formerly played a major role in maintaining competitiveness.

One knock-on consequence of the dominance of the small employers is downward pressure
on investment in workforce training due to the heavy opportunity costs of releasing employees
from the ‘shop floor’. Additionally, engaging small employers in recruiting from among the more
disadvantaged groups of the population can be viewed a risky proposition, as most small
businesses do not have HR departments to manage any issues which arise.
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Table 2.1 - Glasgow City Region Business Base

Business Base Glasgow City Region
Business size (2018)
- Micro (0-9 employees) e 86.8% (of the business stock)/42,020 (no. of businesses)
- Small (10-49) e 10.8%/5,225
- Medium-sized (50-249) e 1.9%/900
- Large (250+) e 0.5%/245
Business churn (2017)
- Births e 7,215 (no. of businesses)
- Birth rate (per 10K 16+ pop’n) o 47.4%
- Deaths e 6,665
- Death rate (per 10K 16+ pop’n) e 44.0%
- 5-yrsurvival rate o 43.4%
Sectoral share
- 3largest sectors — employment 1. human health & social work activities (135,000/16%);
(number/share) 2. wholesale, retail trade; repair motor vehicles/motorcycles
(118,000/14%)
3. administrative & support service activities (93,000/11%).
- 3largest sectors — businesses 1. professional, scientific & technical activities (8,255/17%);
(number/share) 2. wholesale, retail trade; repair motor vehicles/motorcycles
(7,725/16%);
3. construction (6,190/13%).
Representation in above average Over-represented (including) —
employment growth industries (GB Construction; Human Health and Social Work; Electricity, Gas, Steam
level)/ LQ calculations of Glasgow CR and Air Conditioning Supply; Financial and Insurance Services; Arts,
share entertainment and recreation; Water supply, sewerage, waste
management and remediation activities; Public administration and
defence, compulsory social security; and Administrative and support
service activities.
Under-represented (including) —
Education; Manufacturing; Information and Communication;
Professional, scientific and technical activities.
Foreign owned companies share of
private jobs
- Foreign Jobs - 18.4%
- EU Foreign Jobs - 7.4%

Business Birth and Death Rates

A key long-term driver of a competitive local economy is the growth of the business base. The
requirements here are a relatively healthy birth rate, coupled with good survival rates. In
addition to this, it is important to generate a relatively high proportion of high growth
businesses that can achieve scale. it is these businesses which are more likely to invest in the
skills of their workforces, in innovation and in finding and exploiting new marketplaces through
exporting. However, the evidence base tends to be stronger in relation to business starts and
deaths.

e Business birth rates have traditionally been an area of weakness for GCR, and the
Annex table shows that this weakness persists,
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e However, business survival rates over a 5-year period are showing relative
improvement.

¢ Finally, although the Annex shows business death rates are relatively and consistently
low, death rates are correlated with low birth rates across the UK regions.

Sectors

Table 1 shows clearly those sectors where GCR is over and under-represented relative to
the UK as a whole.

e ltis good to see the city region well represented in high value and good paying sectors
such as finance and insurance. These sectors are also early adopters in terms of
digital technologies and data skills. Going beyond the indicators, the major new
development involving Barclays Bank shows great private sector confidence in GCR
as a place to invest.

¢ On the other hand, there is an over-representation in major publicly funded sectors
such as human health and social work, and public administration and defence.
This offers some degree of security in uncertain times, where city regions with a larger
commitment to manufacturing are more at risk if trade is seriously dislocated, for
example as a likely consequence of BREXIT. However, politics and the general state
of the public finances constitute different kinds of risk for the public sector.

2.4 People and Employment
Employment

A central and persistent weakness of the GCR is in relation to comparative employment
rates and economic activity rates. These are the numbers employed and economically
active (which includes people not in employment but looking for work) as percentages of the
working (16-64) population. This is despite the Annex evidence that job density rates are an
area of strength, although weakening in relative terms in recent years. Dealing with the
weakness around employment and economic inactivity is one of the key challenges for the
city region in pursuit of the mission of economic growth that is more inclusive. This requires
a determined and sustained effort to grow the city region’s jobs base.

Pay

GCR has comparative strength and resilience in terms of average earnings, and in relation
to the gap between low and high incomes. The two measures encapsulate the dual
aspects of inclusive growth.

Quiality of Work

Given the growing concerns over the last 20 years about job quality, it is good to note that
GCR is in the top quartile of the core UK city regions as measured by 3 indicators of quality of
work — not in low pay and with the desired number of working hours and type of
employment contract. These figures are available only for 2018, so the resilience of GCR in
this territory is yet to be tested.
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Labour Supply

A key area of current and growing strength relative to other UK city regions is in terms of labour
supply, where GCR is doing well in relation to the numbers of 16-64s, the dependency ratio
measuring the working age population as percentage of total population) and net migration.
These three trends are, of course, strongly related, with migration for work driving the
demographic change.

2.5 People and Skills

Relatively few skills indicators feature in the strengths and weaknesses analysis in the
Regional Strategic Assessment, but the messages they send are largely negative.

e The positive comparative strength in graduate level qualifications has been declining
in recent years.

e The percentage of the working age population with no qualifications remains an area
of current and persistent weakness.

The concern — and opportunity — is that skills is an area of investment where GCR either has
direct control of the levers or is well placed to influence the national agencies that currently
have these in their hands.

2.6 People and Disadvantage
There is a mixed picture here.

e Although the proportion of children in poverty is unacceptably high at around 30%,
GCR’s statistics are good in relation to other city regions. However, the comparative
advantage has been diminishing in recent years.

e There have been recent relative improvements in some current areas of weakness,
including the percentage of 16-24s claiming DWP benefits.

e There remain current and persistent weaknesses in relation to the high economic
inactivity rate in the working age population.

2.7 Place

There are relatively few place-based indicators in the analysis of strengths and weaknesses
in the Regional Strategic Assessment. Additionally, there is very little on housing and
infrastructure despite their key roles and potential in relation to delivering inclusive economic
growth. In relation to the housing sector, GCR has a significant stock of relatively affordable
housing and Glasgow has both relatively high-quality social housing stock and affordable
home-ownership opportunities. Some of the indicators that do exist appear to be limited in
their explanatory value and there is a dearth of key economic information on infrastructure
more generally.
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e GCR is preforming relatively strongly in relation to ultra-fast broadband coverage,
and has been retaining this advantage in recent years, and has been improving its
comparative ranking in relation to access to 10 Mbs download speeds.

e On house building and housing stock measures, although these remain a
comparative strength the gap to other city regions has been narrowing.

2.8 Overview

In this final section, an attempt is made to look across the full set of indicators displayed in the
Regional Strategic Assessment Appendix 2. However, there is a more general observation
which is worth making. The work done during the preparation of the Regional Strategic
Assessment to identify comparative strengths and weaknesses, and whether things are
improving or deteriorating, has value beyond a simple benchmarking exercise.

e The surfacing of persistent weaknesses, where no recent improvements are evident,
isolates areas where a comparative increase in investment is required and/or radical
new approaches to prioritisation or implementation are called for.

o Where recent improvements or declines in comparative performance have been
identified, it is important to understand what is driving these changes. This can help to
focus the research effort that is needed to identify the types of policies, prioritisation,
investment and implementation required to accelerate the drive towards economic
growth which is more inclusive.

Below, we attempt to draw some very broad-brush conclusions from this brief review of the
very detailed work summarised in the strengths and weaknesses Appendix of the Regional
Strategic Assessment.

GCR is gaining purchase on the economy and business base

Although there has been some recent weakening in its position, GCR has now developed
comparative strength in the key economy - the job density rate. City regions which have a
relatively large number of jobs relative to the resident working age population are in a stronger
position to work proactively to increase the employment rates for those groups of the
population generally more disadvantaged and poorer. Additionally, GCR has shown relative
improvement in relation to two key economy and business base indicators — the 5-year survival
rate of new enterprises and productivity.

Progress on jobs not reflected in employment and economic inactivity rates

Although the economic and jobs base has been performing positively in comparative terms,
this is not showing up in increased employment rates and reduced economic inactivity
rates. These remain areas of persistent weakness.

Quality of jobs base appears to be improving

GCR is now comparatively strong, and resilient, in relation to gross weekly earnings and the
gap in weekly income between the poor and the better off. Relative to other city regions,
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there have also been recent improvements in the percentage of employees working in the
highest occupational classifications, and in the percentage of part-time employment.

Additionally, on the specific job quality indicators — levels of pay, desirability of employment
contracts and preferred hours of work — GCR scores highly relative to other core UK city
regions on 2018 statistics.

Not as effective at skills as we might imagine
Focusing on educational outcomes in terms of qualifications, the picture is mixed.

e As Scotland has the highest percentage of higher education graduates in its working
age population across all the OECD economies, it is not surprising that the city region
has comparative strength on this indicator (McGregor et al, 2016). However, this Is
one of the areas where performance has been declining in recent years relative to
other UK city regions.

o For many years, GCR has had an undistinguished record in relation to the percentage
of the working age population with no qualifications at all. This remains the case with
no evidence of recent relative improvement.

Gaining some labour supply competitive advantage in difficult demographic climate

At a time when the political narrative in Scotland around demography is extremely gloomy
(Roy, 2019), the analysis of relevant indicators suggests that GCR is now showing
comparative and resilient strengths in relation to net migration and the size of the ‘working
age’ population.

Final thoughts

The overarching conclusion is that although comparative progress has been made in the city
region in terms of economic growth indicators such as productivity, a lot more work is required
to turn this into sustainable inclusive growth. The analysis of the indicators can point to where
better approaches need to be developed, but unfortunately it does not provide guidance on
how to develop these. Subsequent chapters explore this more demanding territory in relation
to infrastructure, innovation and skills.
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ANNEX — CHAPTER 2: GLASGOW CITY REGION’S COMPARATIVE STRENGTHS + WEAKNESSES BASED ON 2008-2018 DATA

Current and persisting weakness

Current weakness — but recent
relative performance improvement

Current strengths — but recent
relative performance decline

Current and resilient strengths

Economy and
business base

Business bhirths per 10,000
16+ population

GVA per head

Enterprises per 10,000 WA
population

5-year survival rate for new
enterprises*
GVA per hour worked*

e Job density

Business deaths per 10,000
16+ population.

People and
employment

Economic activity rate WA
population (%)
Employment rate (%)
Unemployment rate (%)

% Employed in top
occupational category
% employment part time

e Gender employment gap
¢ Median income

Population 16-64
Dependency ratio

Net migration*

Total median gross weekly
wage

Weekly income gap (10th-
80th percentile)

Quiality of work
measurements”

People and skills

16-24s with job-related
training in last 3 months
WA population with no
qualifications

e NVQ Level 4+ qualifications

People and
disadvantage

Economically inactive rate
WA population (%)
Incapacity Benefit claims per
10,000 WA population.

DWP claimants as % WA
residents

Long term sick economically
Inactive (%)

% 16-24s claiming DWP
benefits*

e  Children not in poverty (%) *

Place

% premises access to 10Mbs
download speed*

e New build house
completions*
e Housing stock*

% premises with ultra-fast
broad band access*

Notes: ~ 2018 data only; *Comparison with North Tyne City Region not available.
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CHAPTER 3

LABOUR MARKET AND SKILLS

Research on the immediate and short-term impacts of Covid-19 has emphasised
that there has been a sharp upward shift in unemployment rates and that
unemployment in the GCR is likely to increase substantially into 2021. Job losses
are anticipated to be particularly in the service sectors of the economy and that
younger, female and unskilled workers are likely to have the highest unemployment
rates. Sector that closed down early are also likely to be amongst the last to recover.
These patterns will intensify demands for skills training - training for data and digital
skills in particular are likely to be a significant priority. Again, Covid-19 has
emphasised the patterns that existed prior to 2020 and heightened the need for
improved governance arrangements identified below.

3.1 Purpose of Report

The principal function of this report is to indicate the extent and nature of the distance to be
travelled if the Glasgow City Region (GCR) is to put itself in a globally competitive position by
2045 in relation to its employment, skills and labour market systems — and to identify the broad
areas where action is required to bring this about.

In relation to skills development, the focus is on post-school education and training. This is not
to deny the critical importance of early learning through to secondary school provision in
forming soft skills, as well as creating the base on which to build the hard skills which
employers and the economy need for competitiveness and from which individual leaners can
benefit in terms of rewarding labour market careers.

The emphasis is also on the city region as a whole. There are of course major variations
across the 8 local authority areas in a number of respects:

e Some are relatively prosperous commuter areas with limited local employment, but a
low incidence of labour market problems such as low economic activity rates and high
unemployment rates.

e Others have jobs bases of varying scales and diversity, but their working age
populations are prone in lesser or greater degrees to exposure to serious labour
market problems of one kind or another.

However, to manage the scope of this chapter, variations across the city region are not
analysed.

To begin the discussion, a simple conceptual framework is articulated within which to consider
the relationship between labour markets, skills investment and the more effective pursuit of
the mission of more inclusive economic growth at the city region level.

3.2 Labour Markets, Skills and Inclusive Economic Growth
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Conceptual Framework

The approach articulated here considers the links between the labour market and inclusive
economic growth. Through the lens of inclusive economic growth, labour markets, skills,
growth and inclusivity are directly connected.

Beginning with the economic growth aspect, to achieve a higher rate of per capita Gross
Value Added (GVA), there are two basic requirements:

e Greater participation in employment — if more people work, the economy grows.
e Higher productivity — if each worker on average becomes more productive, the
economy grows.
To the extent that both are delivered simultaneously — and this may be difficult as there are
potential short run trade-offs — a significant growth spurt can be achieved (Scottish
Government, 2015).

Now consider each of these two components of economic growth:

¢ Enhancing productivity. There are many influences on productivity. Although the
focus of this chapter is on skills investment, other key drivers include investment in
capital and infrastructure, technological changes and innovation. However, inequality
is increasingly considered to exert not only significant human and social costs, but also
constitutes a dampening effect on productivity, economic growth and the prosperity of
society as a whole (Ostry et al., 2014, Stiglitz, 2012).

¢ Increasing labour market participation. Education and skills investments can
contribute significantly to reducing unemployment, and particularly the scourge of long-
term unemployment. However, there are many factors involved that lie beyond the
post-school education and skills domains, including health, early years to secondary
school education, the design of effective welfare regimes and employer recruitment
behaviours.

To make economic growth more inclusive, progress is required in relation to the following
aspects, among others, of the employment and skills system:

e Creating greater equality of access to employment generally, and more specifically
for disabled people, members of minority ethnic groups, and other groups
disadvantaged in terms of access to opportunity. There is evidence (OECD, 2015)
demonstrating that inequality within skills systems impacts upon earnings inequality.
In Scotland, young people from households in higher socio-economic groups are much
more likely to enter higher education than those from lower groups. Additionally,
graduates’ subsequent earnings are strongly correlated with parental socio-economic
group.

¢ Realising a significant reduction in inequality of earnings in general terms, and also
in relation to the earnings of specific underpaid groups such as women and ethnic
minorities.

e Tackling persistent inequalities across regions. Many regions of the UK are now
characterised by a low skills equilibrium where the demand for and supply of skills
settles at a relatively low level — and this feeds through into the UK’s lagging
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productivity performance. A shift in employment structure is required towards high
skilled/high productivity jobs. A defining characteristic of the UK (which it shares with
the US) is great inequality in labour market opportunities and outcomes. Additionally,
inequality in labour market outcomes across regions and sub-regions of the UK has
persisted over many decades (Amior and Manning, 2015).

o Re-balancing employment to bring about a significant decline in the proportion of
jobs which are of poor quality - defined in terms of low rates of pay, precarity of
employment, inadequate hours of work, stressful and unhealthy working conditions,
and limited employee ‘voice’ at the workplace. Felstead, Gallie and Green (2015)
demonstrate convincingly that inequality in job quality, more broadly defined, is now
a central feature of the UK labour market. Apart from effective legislation on employee
rights, this requires impactful and sustained action on the demand side of the labour
market, an area where governments and their agencies have more limited leverage.

Again, to the extent that these beneficial outcomes can be achieved simultaneously, the faster
and more deep-seated are the potential gains in terms of inclusive growth.

Chart 1 seeks to capture some of the influences of employment, skills and labour markets on
inclusive economic growth in a simple schematic form. Achieving more inclusive economic
growth is the central mission. In order to drive towards the mission, progress must be made
in relation to both economic growth, and the inclusivity of the growth which is achieved.
These are effectively strategic goals which will help organise thinking, actions and resources
in pursuit of the central mission.

Figure 3.1 - Employment, Productivity and Inclusive Growth

Productivity

ECONOMIC
GROWTH

Employment Rate

INCLUSIVE
GROWTH:

The Mission Employment Rate

INCLUSION Job Quality

Job Access
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The final element in the diagram Is a listing of the primary drivers Impacting on each of
economic growth and inclusivity.

e The employment rate (the percentage of the working age population in a job) can
potentially drive both increases in GVA and greater inclusivity. In the latter case, a
tightening labour market, leading to higher participation in employment, has long been
associated (Berthoud, 2007 ) with a relative increase in the employment rates of those
more disadvantaged in terms of labour market opportunity — including people with
disabilities and long-term health conditions, people from minority ethnic groups, and
younger and older people.

e Job quality and jobs access are built explicitly into the determinants of greater
inclusivity, as both are rightly increasingly viewed as central to pursuing the Scottish
Government policy agenda around Fair Work (Scottish Government, 2019a). There is
ample evidence that, in periods of recession, not only does the volume of job
opportunities decline and the numbers unemployed rise, but there are also significant
negative impacts on real earnings and job quality with a growth in zero hours, and part-
time and temporary employment, as well as ‘bogus’ self-employment. Economic
growth can help drive increases in job quality, which in turn can enhance inclusivity.

e There is growing evidence, summarised by Rogers and Richmond (2016), that good
quality and fair work can generate bottom-line benefits for businesses through
increased employee performance leading to higher productivity and profitability, but
also simpler outcomes such as lower labour turnover and reduced absence rates. This
can in turn generate productivity gains across the economy. The UK’s low productivity,
particularly pronounced since the onset of the recession, is a significant drag on
international competitiveness, economic growth and earnings increases within the
labour market.

Having set out a broad framework which highlights the potential role of the labour market and
connecting key drivers underlying the mission of achieving maore inclusive economic growth,
the next section looks at more specific aspects of labour market processes which need to be
understood if effective skills investment and implementation is to take place.

33 Labour Markets as a Problematic Area

Labour markets have been increasingly seen is one of the central processes through which
inequality is created and perpetuated, with the most recent focus placed on non-standard
forms of work such as zero hours contracts. However, even if there are many features of the
labour market which create situations where economic growth does not convert into
opportunities of equal value for all, this does not necessarily mean that the solutions lie in
labour market reforms.

Labour Market Problems — But Causes and Solutions Elsewhere?
There are a number of examples where the key causal factors impact upon, but have their
origins beyond, the labour market.
e Thereis awider debate around the interaction between low wages and poor job quality
on the one hand, and the tax and welfare systems on the other. This includes the
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potential role of working tax credits in subsidising the labour supply to employers
offering predominantly low wage opportunities (Schmitt, 2012).

e Attention has been directed to the role of the UK tax system in incentivising employers
to offer certain types of low-quality job — for example, treating as self-employed workers
who are for all intents employees to avoid paying national insurance contributions, but
also holiday and sick pay. This is sometimes termed ‘bogus self-employment’. This
practice is, however, not restricted to employment in the lower regions of the labour
market (Boheim and Muehlberger, 2006).

e The factors involved in persistent inequalities in earnings associated with gender and
ethnicity involve a range of discriminatory practices operating in the labour market, but
the highly gendered nature of some sectors and occupations also reflects notions of
female and male jobs which are formed very early in the schooling process or before
(Hutchinson et al., 2013).

A key point to note in relation to the first two points made above is that the design and
administration of tax and welfare systems is almost invariably carried out at the level of
national governments, and rarely devolved to regions or city regions.

Education and Skills investment Sometimes Not Enough

The supply of potential workers into the labour market is a key area of policy and public
concern. The issues are sometimes about the overall volumes of people available to meet the
needs of production and service delivery, but a key feature is the alignment of the supply of
labour with the requisite skills. In line with many other countries, in Scotland a significant
contribution to the creation of skills comes through the public purse. School, college and
university students are predominantly publicly funded. In addition, the Scottish Government
makes budget available to support financially the apprenticeship system. The point of this
preamble is that governments perceive correctly that they can exert much more control over
the supply of labour than the demand for labour, particularly within the private sector.
Justifications for increased education and skills investment often extend to improving global
competitiveness through enhanced productivity (Scottish Government, 2015).

A study carried out 15 years ago (TERU, 2004) found that Scotland, in comparison with
member countries of OECD divided into four league tables, was:

o Towards the bottom of League 2 for Gross Domestic Product (GDP) per capita and
productivity.

o Well established in Division 1 on a range of skills indicators, mainly qualifications
based.

On the most recent data available (McLaren, 2019), Scotland is:

« Third bottom of League 2 for GDP per capita, and close to the bottom on productivity
indicators, as well as a new earnings inequality indicator.
« Well up League 1 on skills (proxied by qualifications) indicators, and top of the league
in terms of percentages with tertiary sector qualifications.
This suggests that investment in education, at least in higher education sector, does not feed
through into increased productivity, competitiveness and economic growth in a straightforward
way - or else this works only with a very lengthy time lag.
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While these comparisons cannot be extended in a simple fashion to city regions, a programme
of aggressive investment in post-school education and skills in a specific region, where the
growth in the volume and quality of employment opportunities fails to keep pace, runs the risk
of increasingly exporting surpluses of higher qualified young people to more prosperous
localities. An alternative scenario is that a high proportion of these young people securing
higher level skills remain in the host city region but drop down the hierarchy of occupations. It
is estimated that anywhere between 28% and 52% of recent Scottish higher education
graduates enter non-graduate roles (McGregor, 2018).

The long-term picture across the developed economies shows a substantial rise in
qualification volumes. The literature on the economics of credentialism challenges the direct
links been education, skills and productivity.

« The more people that join the labour market with qualifications, the more qualification
levels set by employers for specific jobs tend to inflate.

o Associated with the above, there is no necessary corresponding increase in
productivity. It may have the reverse effects, with higher qualified people expecting
better quality and more financially rewarding jobs but suffering a degree of
demotivation when they fail to achieve these.

Focusing on international reviews carried out by OECD into the role of skills in relation to
regional growth and inequality:

« Policies to increase the skills of the low skilled are important for promoting regional
growth and appear to have greater impact than expanding higher education (OECD,
2012). This featured as one of the top 10 findings in the report, which has been highly
influential in regional economic development terms. It raises the question - how much
is invested in upskilling the low skilled in the GCR?

« OECD (2015) suggest that skills inequality impacts upon earnings inequality. This
raises a potentially big set of issues, largely unexplored in Scotland and the UK. For
example, how well distributed are our publicly funded skills investments across
different income segments of the population? This would require an exercise looking
across the publicly funded elements of apprenticeship, college and university
provision.

Getting Purchase on Demand Side of the Labour Market Right is Challenging

Constraining all the above is the influence of the demand side on the volume and type of jobs
generated in the economy. During the severe recession that began in 2008, for example, there
was a significant drop in the number of job opportunities (although this situation has been
reversed to a significant extent), but also a significant shift in the type of job opportunities with
the growth of zero hours and part-time employment, as well as temporary employment and
self-employment. These trends can counteract the contribution of improved education and
skills to inclusive growth.

Two further points need to be made.

e In the long run, increased education and skill levels may influence labour demand
trends. For example, a highly skilled workforce may help attract and retain more
effectively foreign direct investment.
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« Inthe short run, however, there is a danger of the supply of higher-level skills running
ahead of skilled employment opportunities. At the regional level, when migration to
other regions is relatively straightforward, this will tend to generate out-migration.

However, higher education in particular can make a major contribution to driving productivity
and economic growth to the extent that the research and development activity carried out in
the sector stimulates innovation. This may involve the development of new products and
processes which can be embedded within the existing economic structure of businesses and
industries, but it can also help develop new businesses and industries. The contribution here
is principally on the demand side of the labour market by influencing the volume and character
of jobs on offer — and in turn this creates a demand for, in the main, higher levels of skill and
different types of skill to support the human resource needs of enhanced and new businesses
and industries.

But We Can Learn Skills Lessons from Other Economies

A review of skills systems in 10 small, relatively successful economies (McGregor et al., 2016)
highlighted a number of key lessons.

e There seemed to be few good examples of effective systems for assessing current and
anticipating future skill needs. However, Canada has a strong reputation in this area
(OECD 2016). Key elements of the Canadian system include:

- A strong focus on the current skill needs, as well as medium term forecasts.

- Applying labour market and skills intelligence to range of policy goals and
services (skills, careers information, advice and guidance, educational
curricula, employment policy, meeting employer needs).

- Securing stakeholder buy-in to the design, implementation, interpretation and
dissemination of key messages to help inform the education and skills systems.

e For vocational education and training in particular, there is a significant value in clear
pathways for learners which lead to higher levels of skills and qualifications — but this
also needs more effective careers information, advice and guidance to help learners
select the pathways appropriate for them (OECD 2014b).

e For post-school vocational education and training, engaging with employers is key to
designing appropriate and delivering effective skills (OECD 2014b).

3.4 Glasgow City Region. The Labour Market Baseline
Introduction

This section sets out in concise terms a description of the GCR labour market to serve as a
baseline from which to drive forward. It considers both the relevant indicators of labour market
performance — very broadly defined — at the city region level, but also the basic ‘infrastructure’
that exists to support employment and skills development. The data used in the section are
drawn principally from the GCR Skills Investment Plan (Glasgow City Region, 2019). In some
instances, more recent data from the GCR Regional Skills Assessment (Skills Development
Scotland, 2019) are used.
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Glasgow City Region — A Well-Defined Labour Market
The city region is a relatively self-contained labour market in travel to work terms.

e 93% of jobs located within the city region are filled by people who are residents of the
city region.
e 94% of city region residents work within the city region.

There are some nuances, however:

e Some local authorities, principally Inverclyde, are more self-contained with relatively
high percentages of residents working within the local authority boundary.

¢ People working part-time and on low wages tend to have very restricted travel to work
patterns, as travel to work costs will otherwise eat significantly into their weekly
earnings.

The needs of this latter group in particular have to be given careful consideration when it
comes to assessing the importance of local employment opportunities for promoting
employability and improving earnings opportunities. Better access to effective skills provision
will raise earnings potential and make it pay for more people to travel further to work.

City Region Performance on Key Indicators

The headlines on key labour market indicators are captured below. Unless otherwise stated,
the figures are for 2017.

Job Density. Job density measures the size of the jobs base relative to the scale of the
working age population. The key finding is that the city region’s job density rose significantly
between 2012 and 2017, and the gap with Scotland and other city regions narrowed. Access
to a larger job base clearly increases the chances of people finding work.

Average Earnings. On several measures, earnings in the city region were above the Scottish
averages having increased faster than the national averages since 2012, possibly reflecting
the strengthening of the jobs base.

Employment Rate. Measured as the percentage of working age (16-64) people in
employment, the employment rate was 71.4%, 2.9 percentage points below the Scottish
figure. However, the gap with Scotland narrowed from 3.5 percentage points in 2012 — again
consistent with the growing jobs base

Unemployment Rate. The unemployment rate for the city region fell from 10.1% to 4.8% over
the 5 years to 2017 as the UK and Scottish economies began to recover from the 2008
recession. Over the same period, the gap between the city region and Scotland more than
halved — although the unemployment rate in the city region is 0.7 percentage points higher
than the Scottish average.

Youth (16-24) Unemployment Rate. In the 5 years to 2017, the city region’s youth
unemployment rate fell from 24.3% to 11.0%. At the same time, the city region saw a
significant fall in its youth unemployment rate relative to the Scottish average — down from 4
percentage points to 1.7.
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Participation Rate for 16-19s. The participation rate is a hew measure of the number of
young people in education, employment or training. The participation rate for the period most
closely aligned with 2017 was 91.4%. This includes young people in school, college,
apprenticeships, university, and other employment and training schemes, and work. The fact
that nearly 10% of the city region’s young people are not engaged in any of this diverse range
of options is a cause for concern, although the city region’s participation rate is only 0.5
percentage points below the Scottish average.

Economic Inactivity Rate (Long Term Sick and Disabled). Over the period from 2012 to
2017:

o The percentage of the city region’s economically inactive population long-term sick or
disabled fell from 31.2 to 30.7% — a modest change despite a strengthening economy
and labour market.

e Over the same period, the gap on this indicator between the city region and the
Scottish economy rose from 2.8 to 3.2 percentage points.

This confirms the earlier findings on employment, unemployment and youth participation rates,
and shows that the city region still has a lot to do to get up to par with Scotland as a whole,
and then go beyond this to outperform Scotland on these indicators of participation. Traction
on these indicators is essential to drive towards the mission of more inclusive
economic growth.

Working Age Population with No Qualifications. GCR has lagged other city regions and
Scotland in this regard. In the 5 years to 2017, the percentage of the working age population
with no qualifications fell from 13.3% to 11.2%. However, Scotland improved to a greater
degree and the gap between the city region and Scotland rose from 4.1 to 4.7 percentage
points.

Working Age population Qualified to NVQ 4 and Above. Over the 5 years to 2017, the
percentage of the working age population qualified at graduate equivalent level or better rose
significantly from 37.3% to 42.8%. However, Scotland performed better than this, leading to a
marginal increase in the city region’s deficit relative to Scotland from 0.9 percentage points to
1.1 percentage points.

Broad Messages from Indicators

The review of the set of indicators capturing various dimensions of employment, skills and the
labour market points to a number of broad conclusions.

e The evidence on job density and average earnings points clearly to an improvement
in the position of GCR relative to Scotland on economy-wide indicators.

o Onanumber of other supply-side indicators, however, particularly those relating to the
high level of economic inactivity due to disability and long term health conditions and
the large proportion of working age people with no or low qualifications, there is a
great deal still to be done with a deteriorating position in relative terms on a number
of these indicators. With 34% of Scotland’s population, GCR has 43% of
Scotland’s economically inactive due to long term sickness and disability, and
44% of the working age population with no qualifications.
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Feedback from Employers
Skill Shortage Vacancies

Skill shortage vacancies arise where employers are unable to fill vacancies because of no or
insufficient applicants with the required skill sets. This imposes a cost on employers as they
are unable to deliver required production or service levels, and so lose out on profit and,
potentially more damaging, on buyer and consumer goodwill which can reduce the demand
for their products and services. Looked at from a wider perspective, skill shortages represent
a lost opportunity for unemployed people seeking work, or graduates from college and
university with qualifications that do not match the employer skills need. Survey evidence
suggests that the percentage reporting skill shortage vacancies is higher across the city region
relative to Scotland as a whole.

These figures are disappointing given that, on labour supply indicators, GCR has relatively
more surplus labour than the Scottish economy. It suggests that there is significant scope
to realign skills provision to more effectively meet employer needs and, at the same
time, provide greater employment opportunities for jobseekers.

Skills Gaps and Underutilisation

Skills gaps arise where employers report some of their employees are operating below
required competence levels for particular jobs. Underutilisation involves situations where
workers are in roles or carrying out tasks which do not take full advantage of the skill sets and
qualifications possessed by them. In broad terms, GCR employers are reporting similar levels
of skills gaps and underutilisation relative to those across Scotland as a whole.

The Skills Planning and Investment Process
Skills Investment

Although many issues have been identified where skills have a part to play in their solution, it
is important to record the substantial publicly funded skills effort mounted annually within the
city region. Funding for 2018/19, excluding capital funding, was:

e £232 million for the colleges.

e £338 million for the universities, excluding UWS which has a major campus beyond
the city region.

e £61 million for apprenticeships

This excludes the investment in training and skills development made by employers to
promote workforce development. This is very difficult to estimate, not least because a key cost
to employers is the time their employees spend off the job while undergoing training. The
Scottish Government’s contribution to supporting the skills investment of their employer
community is limited — and with around 2.5 million employees across Scotland, it is hard to
see how it could be otherwise. However:

e The money invested in apprenticeships is regarded as co-funding with employers
where public money simply subsidises the cost of training.

policyscotland.gla.ac.uk 41



https://policyscotland.gla.ac.uk/

e A modest sum of money is available through the colleges to support employer
workforce development.

Thumbnail Sketch of the Process

Decisions about publicly funded skills investment in GCR are made by national agencies,
albeit in discussion with local colleges, universities and training providers. Broadly the process
works in the following way.

e The sums of money allocated to post school education and training provision are
decided at the Scottish Government level. As the figures above for GCR Indicate, the
universities received the largest share of funding with the lowest allocation going to
work-based learning through the apprenticeship model.

e Skills Development Scotland (SDS) is responsible for managing the delivery of
apprenticeships which are now available at 3 levels - Foundation Apprenticeships,
Modern Apprenticeships and Graduate Apprenticeships. On an annual basis, SDS is
advised by the Scottish Government on the number of apprenticeships starts it is
required to achieve, where this sits within an overall plan to raise apprenticeships starts
across Scotland to 30,000 per annum by 2021.

e Scottish Funding Council (SFC) funds the colleges and universities. On an annual
basis, but within a 3-year planning cycle, SFC negotiates and agrees outcome
agreements with each institution. At this stage, SFC is looking for evidence the
institutions have by some means taken on board the recruitment requirements of
employers. In terms of the monitoring of outcome agreements, the key metric is
whether or not institutions are filling places for which they have been given funding -
although there are other concerns such as recruitment of students from Scotland’s
poorer communities.

e Although public funding going into post-school education and skills is an investment
process - where we spend today to secure private and social returns hopefully well into
the future - essentially the planning of this investment is done on a very short-term
basis. In the world of skills, there is a rationale for this to some degree as historical
efforts at ‘manpower’ planning in developed and underdeveloped economies were
characterised by both serious under and over-supply of skilled labour. Arguably as the
pace of technological change in terms of impacts on employment accelerates,
forecasting future skills needs becomes even more perilous.

In the more specific area of employability, where the focus is on helping unemployed people
into work, skills interventions are only one weapon in the package of potential supports. The
barriers to finding sustainable employment are more likely to include disability and health
issues — including mental ill health, low levels of literacy and numeracy, addictions of various
kinds, and profound loss of self-confidence.

o DWP’s UK JobCentre Plus network is responsible for delivering working age benefits,
but also providing services to unemployed people, with work coaches offering a
personalised service to help unemployed people move towards and into employment.

e Fair Start Scotland is Scotland’s first national employment programme. Launched in
April 2018, it is targeted at unemployed people who are further from the labour market
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due to a range of issues, including health conditions and disabilities. However, at
£16million for 2019/20 for the whole of Scotland, the budget is quite modest. By
September 2019, nearly 7,000 GCR residents has joined the programme — but around
a third are logged as early leavers.

e There are a number of other employability initiatives funded by Scottish Government,
such as Community Jobs Scotland and the Employability Fund. In line with No One
Left Behind (Scottish Government, 2018), the plan is to devolve the resources invested
in these initiatives to local authorities over a period of time.

e Finally, many local authorities across GCR and beyond, as well as third sector
organisations, have for many years developed and delivered their own employability
interventions using money from the European Social Fund and the major charities.
These bottom-up approaches have often been a fertile source of innovation.

Issues with Skills System at Scottish Level

There are a number of issues around effectiveness of the Scottish post-school education and
skill system at the national level.

¢ Prioritisation of resources across universities, colleges and the apprenticeship system
reflect political decisions made at different points in time and for different reasons. It
appears that at no stage has the Scottish Government sat down with a blank sheet of
paper to address the question of whether resources have been optimally allocated
in pursuit of the mission of inclusive economic growth. In these circumstances it
is very likely that by re-allocating resources Scotland’s drive towards inclusive growth
could be enhanced. The call for a process to estimate the socio-economic return to the
3 main areas of post-school provision is now moving forward under the auspices the
Enterprise and Skills Strategic Board with the development of the Education and Skills
Impact Framework (ESIF).

e There is little real clarity around the extent to which the system should be driven by the
choices of potential students versus the needs of employers - and the economy. This
is a difficult area as although colleges in recent years have been pushed more in the
direction of responding to employer recruitment requirements, if they fail to fill the
number of funded places because of insufficient student demand they face financial
penalties.

Issues with Skills System at the City Region Level

Essentially, the mix of post-school education and training provision at the city regional level
tends to mirror the national picture. However, GCR’s position, with relatively high levels of
people of working age with no/low qualifications and a high incidence of economic inactivity
due to disability and long-term sickness, might suggest the need for larger college provision
given the more effective outreach record of these institutions. Additionally, increased support
for employers to upgrade the skills of their existing employees might produce productivity
dividends and at the same time create more entry-level opportunities for the less qualified
members of the working age population. However, these propositions would need more
rigorous data-based assessments before they could be safely implemented.
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A partial devolution of skills funding to the GCR level could facilitate a move towards publicly
funding post-school education and skills provision which primarily meets the needs of the city
region, but in so doing also meets the long term needs of the Scottish economy by helping to
directly address longstanding issues around low or no qualifications and economic inactivity.
However, the problem with this approach is that currently the city region lacks the analytical
capability to assess how best to allocate post school education and skills resources should
they be given responsibility for this area. Arguably, the Scottish Government also lacks this
capability. Despite major enhancements to labour market intelligence at the Scottish and
regional level introduced by Skills Development Scotland in recent years, evidence on specific
employer skill demands is limited in quality, and so plays into provision in only a relatively
crude fashion. Additionally, in skills planning very little use is currently made of information on
what happens to trainees and students when they graduate from the system and move through
the labour market.

A further problem, at least to this point in time, is the lack of coordination of skills provision
at the GCR level. This is a serious issue in a skills system consisting of 4 higher education
institutions and 5 colleges, although there is a college region board helping align the provision
of the 3 colleges based in Glasgow. Lack of alignment raises the dual spectre of both under
and over-provisioning in relation to employer skills demands. On a positive note, there is now
a pilot project tasked with aligning apprenticeship, college and university provision, although
its focus is only on Glasgow-based institutions.

3.5 Looking Forward to 2025
The Approach

This section takes a forward look on both the demand and supply sides of the city region’s
labour market. The principal evidence source is the Glasgow City Region Regional Skills
Assessment (2017) prepared by Skills Development Scotland (SDS). The forward projections
in the report are to 2027 and based on modelling work conducted on behalf of SDS by Oxford
Economics. As most of the projections are quite uniform over time, it simply means that growth
achieved at 2025 is a little lower than the 2027 estimates, and conversely for declining
occupations and sectors. For some of the indicators, 2028 and 2029 projections were available
and have been used here.

As with all futures modelling work, there are considerable uncertainties.

e The demand side projections assume that changes in employment and the labour
market will conform to past patterns and trends — but there are major actual and
potential developments that can lead to significant breaks with the past, including
BREXIT and digitalisation.

e The supply side is traditionally based on firmer ground as there are robust projections
for the level and age breakdown of the population. However, the major uncertainty
here is what happens to migration post-BREXIT.

Employment
Overall Employment Change
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By 2027, it is expected that:

e Total employment will have increased by 38,000 jobs — a rise of 4% over the decade.

¢ However, over the course of the decade, replacement demand will mean there are
365,000 jobs to be filled. This results from people retiring or otherwise leaving the
regional labour supply pool, as well as people moving across sectors.

Labour Demand by Occupation
The occupational projections to 2029 suggest that:

e Thereis a strong growth in management and professional occupations, in caring
personal service occupations and in skilled trades such as construction.

o However strong growth is also projected for a range of ‘elementary’ occupations.

o A modest decline in demand is projected for people working in metal trades, as well
as operatives working in semiskilled jobs, principally in manufacturing — but also
administrative and protective service occupations.

Much more significant than the net growth in or decline of broad occupational areas is the
replacement demand. This will create a projected 46,000 opportunities for clerical and
services elementary occupations and 35,000 for sales occupations.

Labour Demand by Sector
In relation to sectors of the economy:

e Significant employment growth is anticipated in professional, scientific and
technical activities, construction, and administrative and support services.

e Major declines in employment are projected for manufacturing and public
administration.

¢ In relation to the Scottish government’s key sectors, growth is projected in financial
and business services, health and social care, childcare, tourism and creative
industries and digital — but with modest declines in energy, engineering, food and drink,
life sciences and chemical sciences.

Labour Demand by Job and Qualification Levels
Based on projections to 2027:

e 43% of jobs are projected to be high-level, 30% middle level and 27% low-level in
terms of skills requirements.

¢ Interms of qualifications for the jobs due to replacement demand and net growth, 67%
of the jobs will require qualifications at HNC and equivalents or above. Only 10% of
the jobs will have no qualifications requirements.

Labour Supply and Demography

As noted above, the employment projection for 2027 is for a net increase of 38,000 jobs,
although this does not factor in any negative impacts on employment levels in the city region
due to BREXIT. This sets the requirement in terms of increased labour supply, putting to one
side the level and type of qualifications attained.
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The city region’s working age (16-64) population is projected to decline by 25,000 over
the period 2017-2027. This suggests there may be a problem in terms of the overall labour
supply, with a potential gap of around 63,000 workers. However, the definition of ‘working
age’ dates back to the 1920s! Much has changed since then in relation to the 16-24 and the
65+ age bands in terms of time spent in education, effective retirement ages, life spans and
the health of the average ‘younger older person. Additionally, the city region has a
disproportionately large numbers of working age people who are economically inactive due to
a disability or long-term health condition, and the Scottish Government has pledged to halve
the gap in employment rates experienced by this group of the population.

Looking at some numbers:

e The 65 to 74 age group is now the fastest growing element of the UK working
population. Across the city region, there are now 21,000 employed in this age band,
up by 34% in the last 5 years, and numbers in employment in 75 to 84 age band are
also now on the rise. If the rate of increase in employment for the 65 to 74s is
maintained, this alone brings through an additional 15,000 workers by 2027.

e If economic inactivity due to health issues were to fall to the Scottish average by
2027, this could add nearly 10,000 to the city region’s workforce. Additionally, however,
if the Scottish Government succeeds in halving the disability employment gap it will
add 120,000 to Scotland’s labour supply and around 50,000 of these could be in the
GCR. There will of course be some overlap between these two categories. Additionally,
it is clear that this expansion to the workforce will not happen in the next 5 years or so,
but progress in these areas will help promote and sustain both economic growth
and contribute to delivering this in a more inclusive fashion.

A big area of uncertainty relates to migration as a source of labour supply for the city region
in the event of Brexit. In 2017/18, 26,500 EU migrants were employed within the city region —
3.3% of total employment. This makes the city region much less at risk of labour supply loss
than other city regions across Scotland — principally the Edinburgh and Aberdeen city regions
where over half of all EU migrant workers in Scotland are employed. The number of EU
migrants employed in Scotland rose by 32,700 between 2015/16 and 2017/18, but the most
recent figures for a full year show the numbers turning down. To the extent that this continues,
it will add to the city region’s potential labour supply shortfall. However, BREXIT poses a
bigger challenge to the city region’s jobs base (Fraser of Allander, 2018) where potentially
40,000 jobs could be lost to the city region.

It is likely that whatever BREXIT deal is agreed — including ‘No Deal’ - there will be in the UK,
its regions and city regions, two broader impacts which will emerge in the relatively short run.

¢ Redundancies will increase in those sectors most exposed to the EU for trade. There
may also be relocations of existing UK businesses, moving part or all of their
operations to the EU. As a consequence, in broad terms there will be a significant
reduction in demand for labour.

o Paradoxically, there may also be labour shortages as a significant number of EU
workers return to their home economies or move to other EU economies. This could
impact severely in areas such as social care and hospitality — both of which are major
employing sectors.
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The likely outcome is the worst of all labour market worlds, with redundancies and labour
shortages increasing at the same time.

This will create a challenge for GCR, but also for competitor city regions across the UK. There
is an opportunity here to move quickly by assembling much more resource to support the well-
established Promoting Action for Continuing Employment (PACE) process for responding to
redundancies to maximise the redeployment of the existing workforces. At the same time, it
will be essential to develop significant training and retraining resources that can be targeted
at the labour shortages resulting from return migration by EU migrants. The Transition
Training Fund developed by SDS in the north-east of Scotland to cope with the downturn in
oil and gas is a good model for what can be done. Planning needs to begin now if the city
region’s response is to be ready for effective deployment, if and when needed.

3.6 TheLong View - to 2050
Introduction

This final section considers the long view — through to 2050. This goes beyond the scope of
meaningful projections of what the GCR economy and labour market might look like in
guantitative terms. Projections just a year or two ahead are difficult enough. Demographic
trends are a bit more secure but modelling migration patterns is much more difficult. A good
illustration of this was the massive underestimation by the UK government of migrant numbers
likely to come to the UK in advance of the accession to the EU of the 8 Eastern European
economies in 2004.

Three broad topics are considered.

e The impact of digitalisation on the volume and nature of employment.
e The changing nature of the skill sets required to secure and prosper in employment.
¢ Responding to the labour supply consequences of an ageing population.

The Challenges - (1) Digitalisation and Employment

There are three inter-related developments which are already changing the nature of
employment, but which could quickly bring about a massive step change on the demand side
of the labour market.

e Automation - where machines or electronic processes carry a range of functions,
often repetitive in nature, previously performed by workers.

e Artificial intelligence (Al) — where processes previously impossible without the
application of human intellect are now carried out by computers. Many — such as
speech recognition and translation — are already well embedded.

e Machine learning — where computers ‘learn’ how to do tasks more effectively through
processing large volumes of relevant data.

These are very different developments, but in the cause of brevity the subsequent narrative
will talk in term of digitalisation. Inside of this broad category there are subsets of skills issues
around data management and analysis, cyber security and a range of other specific digital
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developments. Additionally, digitalisation is impacting on the nature of employment in a wide
range of sectors ranging from financial services through to care services for the elderly.

There are three overarching conclusions from the extensive literature on the impacts of
digitalisation on jobs (see, for example, Frey and Osborne, 2017; NESTA, 2017; OECD, 2019;
Muro et al., 2019).

e Although many jobs have already been impacted, there is no certainty on the time
path for the emergence of more far-reaching impacts.

e Jobs across the full spectrum from currently very low skilled to very high skilled will
be impacted significantly, but there is no consensus on the relative extent to which low,
medium and high skilled jobs will be affected.

e There is considerable uncertainty over the impact on the total volume of
employment. Although historically major technological advances transforming work
have been consistent with growing employment - due to the creation of new types of
jobs, and new or transformed products and services, driving growth in productivity and
earnings — there are no guarantees this will be replicated in the advance of
digitalisation.

Digital Disruption

There is now a general acceptance that digitalisation is transforming the occupational
landscape. From GPs to conveyancers, and from shop assistants to welders - and across a
range of other occupations - many jobs will disappear or be radically transformed. There is
little argument that this will happen, and indeed is already happening. However, the
uncertainty about the timescales, and the extent to which these changes will impact on
national and regional skills systems across the globe, mean that the skills systems that are
able to demonstrate great agility, and are able to respond quickly as change comes fast
upon them, will prove to be the most resilient, and also the most effective in supporting their
economies and working populations. GCR needs to be one of the places that has
developed this type of agile and responsive skills system.

Digitalisation is already changing face of the economy and labour market across the
developed world. Digitalisation will have a significant impact on the nature of existing jobs, and
this will also involve job losses — but at the same time digitalisation could create many new
jobs (Scottish Government, 2018b).

o Overall, there is great potential to raise productivity and earnings. In the digital
technologies industry, productivity is three times the Scottish average (Digital
Scotland/Ekosgen, 2017), but digitalisation has the potential to raise productivity
across many other sectors.

¢ Leading academics in this field (Frey and Osborne, 2013) estimated that nearly 50%
of US jobs were at risk from digital technologies within a 10 to 20-year time span. The
OECD (2016b) have argued that more weight needs to be given to the job creation
potential of digitalisation, but nonetheless conclude that 9% of UK jobs are at risk by
2030. A study by McKinsey (2017) of a small number of leading economies, excluding
the UK but involving the US and Germany, comes out with a projection roughly mid-
way between the two quoted above.
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The key drivers of digitalisation include the falling real cost of computing and the increased
availability of ‘big data’. However, there remain ‘engineering bottlenecks’ which protect some
tasks from computerisation. These relate to:

e Perception and manipulation tasks.
e Creative intelligence tasks.
e Social intelligence tasks.

There are some consistent themes emerging from the wider literature:

o Digital technologies will influence most forms of work and most workplaces, and more
jobs, or tasks within jobs, will be done by machines.

o Digital technologies will increasingly find new ways of connecting and collaborating on
the global business stage, opening up many new market opportunities.

e The information landscape will become increasingly complex over time, putting a
premium on skills and systems that are able quickly to interpret and exploit what is out
there.

As the role of machines grows, workers will become more focused on tasks such as working
with and supporting others, using creativity and drive to deal with complex issues.

Distributional Consequences

The research literature is much weaker on the distributional consequences of the increased
digitalisation of work. Adams (2018) argues that the dominant view is that digitalisation will
continue the trend to job polarisation evident from the 1980s, arguing that the losers will
increasingly be workers in mid-level jobs that can digitalised more readily. However, Muro et
al. (2019) argue that Al in particular will impact most severely on those better educated people
currently enjoying relatively high levels of earnings. Goos (2018) addresses some of the policy
challenges, focusing on the need to support workers whose jobs are in transition to a more
digital focus, as well as on a range of more standard employment protection measures and
income redistribution interventions.

Overview
There are three big issues for GCR and other economies:

¢ How best to maximise the digital capabilities and high-level digital skills of the
workforce? The recent success of Glasgow in securing a major investment by
Barclays has been in part due to the higher-level digital skills supply already in the city,
and also the show of willingness by the city’s educational institutions to collaborate
around boosting this further. This issue is discussed in more detail later in the chapter.

o Will digitalisation decrease or increase the aggregate demand for labour?
Potentially, Scotland’s relatively flatter demographic profile could prove advantageous
should the pessimistic scenario prevail, and employment levels decline. Historically,
however, major technological changes have generally been associated with increased
numbers of jobs and a rising demand for labour but, within this, specific occupational
groups and communities have often suffered severe and long-lasting distress.
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o What are the likely impacts on the mix of ‘good’ and ‘bad’ jobs, and the
distribution of earnings between high and low in the labour market? The more
empirically based analysis to date suggests that digitalisation will impact right across
the occupational and earnings spectrum, but there is no certainty about this.

The challenges in the modern era may be the pace of change associated with digitalisation
and the speed of transfer as a result of economic globalisation, making it more difficult for
our economy and society to respond positively and effectively to the new digital technologies
and applications. The successful city regions will be the ones that keep abreast of these
trends, and develop most flexible employment and skills systems generating informed
and rapid responses.

The Challenges - (2) Meeting Future Skills Needs
Need for New ‘Soft’ Skill Sets

There has long been a recognition that access to employment and increasing productivity in
the workplace are dependent upon more than technical or vocational skills. Many surveys of
employers show that high in their concerns around the skills inadequacy of potential recruits
are attributes such as ability to work in teams, customer handling skills, and other ‘soft’ skills.
Analysts taking a forward look argue that softer skills will remain important in the future, but
the nature of these skills is likely to change. Two alternative future propositions are outlined
below.

Skills 4.0: Meta Skills

SDS (2018) suggest a growing need for meta-skills due to accelerating digitalisation of the
economy, with additional drivers including the ageing and declining workforce, and increased
demands for caring professionals. SDS argue that the three main broad types of meta-skills
likely to be increasingly in high demand are:

¢ Self-management: ‘Manage the now’.
e Social intelligence: ‘Connect with the world’.
e Innovation: ‘Create our own change’.

The table below sets out the main elements in these broad skill sets.

Table 3.1 - The Elements of Meta-Skills

Self-Management Social Intelligence Innovation
Focussing Communicating Curiosity
Integrity Feeling Creativity
Adapting Collaborating Sense Making
Initiative Leading Critical Thinking
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Additionally, SDS argues that there will remain a strong requirement for ‘universal’ skills, more
commonly referred to as ‘core’ skills — literacy, numeracy and digital intelligence.

National Endowment for Science, Technology and Arts (NESTA). Skills for the Future

NESTA (2017) argue that in the future there will be a stronger emphasis on, and an increasing
demand for:

e Interpersonal skills: social perceptiveness and coordination, and negotiation skills.
o Higher—order cognitive skills: originality, fluency of ideas and active learning.
e Systems skills: judgement and decision-making, systems analysis and evaluation.

Creating the New Skills

The significant challenge is how to create these skills. Whereas SDS argue for blended
training involving employers and educational institutions, NESTA suggest it is likely that
these skills will need to be developed in the earlier years of a person’s life, and this will require
significant investment in re-designing approaches to learning at the pre-school and
school stages.

Clearly work to create these skillsets likely to be in greater demand will need to be carried out
all levels, not least because digitalisation will create redundancies as well as new job
opportunities. Skills and other packages will be needed to redeploy people into the emerging
occupational areas. Compared to many of our international competitors, investment by UK
employers in skilling and re-skilling their workforces, and by the UK at governmental level in
active labour market programmes, is pitifully low and has been declining (McKinsey, 2017).
However, it will be difficult and expensive for the post-school education and skills system —
and employers - to carry out the necessary remedial work in the absence of a major skills
investment in the early years to the develop the behaviours and skills that will become
increasingly important over time.

But Digital Skills and Capabilities Will Also Become More Important

There is a danger that Scotland fails to capture the employment and productivity benefits of
digitalisation due to the lack of digital skills (Scottish Enterprise, 2018) There are already
concerns that the output of university and college graduates, apprentices, and others in
digitally relevant courses and training is not keeping pace with the growth in demand (Digital
Scotland/Ekosgen, 2017 and 2019). SDS has identified key skill challenges across sectors,
stemming from the fact that growth in demand for digital skills is effectively a given, which
includes:

e Keeping up with the pace of change in demand for people with higher level technical
competences, including software content development, data analysis and capability,
and coding.

e Building general digital capability that will enhance effectiveness in a wide range of
occupations and sectors.
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However, Scotland needs to resolve a key issue if it is to ensure the supply of digitally skilled
labour to the quality and in the volume likely to be required. Currently, digitally skilled
employment is heavily gendered, with only around 25% of females involved. Some statistics
from the school system set out the challenge. In terms of schools, the statistical evidence is
set out below using Computing as an example (SQA, 2018):

e In 2018, only 20% of entries for computing qualifications for the National 5
examinations were girls — and this had fallen from 24% in 2014.

e At the Higher level, only 16% of entries were girls — down from 20% in 2014.

e Atthe Advanced Higher level, only 14% of entries were girls, a figure that has remained
static over time.

Similar statistics can be advanced for Physics Higher which is a key qualification for university
courses in areas such as cyber security.

Overall, there is now a significant body of evidence at the Scottish level that female
participation in school, college and university courses in the STEM and digital areas equates
to only approximately 25%. This means that roughly | in 4 of potential labour market entrants
with these skill sets are essentially discounted. The implication is that a prolonged demand for
these skills within the city region would lead to significant labour shortages and loss of
competitive advantage to other city regions, across the UK and beyond, which have been able
to significantly raise female participation in the relevant subject areas.

Equally disturbing is the evidence that young women who go through the university system
and graduate in STEM subjects are paid significantly less than their male counterparts within
5 years of graduation, and they are also much less likely to be working in STEM roles.

All of the above requires concerted action in terms employers, as well as further and higher
education providers, to showcase talented women in STEM roles, but also look at closely at
HR systems and recruitment mechanisms to ensure there is no gender bias unintended or
otherwise. More profoundly, intensive efforts need to be made through early years and primary
education to tackle gender stereotypes around STEM before they become embedded. The
GCR local authority partners have the powers to make this happen.

Pace of Change Means Re-Skilling and Upskilling Grow in Importance

The pace of change, and uncertainty around the specific impacts on jobs and skills
requirements associated with digitalisation, makes skills planning difficult. However, one of
the certainties is that many jobs will disappear and, within jobs, the tasks to be carried out and
the skill sets that go along with this will change radically. This implies the need for a much
greater investment in upskilling and re-skilling the existing members of the workforce. Bear in
mind also that, over the time period to 2045, Scotland is embarked on a mission to achieve
net zero carbon emissions. In the employment sphere, this is likely to impact most severely
on agriculture and manufacturing and will again increase the requirement for upskilling and
re-skilling the workers displaced from these sectors.

Public investment in post school education and training in Scotland goes primarily to full time
study undertaken by, in the most part, new entrants to the skills system and the workforce.
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The Enterprise and Skills Strategic Board has already sent a clear message through its Skills
Mission that there needs to be increased investment in the skills of the existing workforce.
This was confirmed as direction of travel in the Scottish Government’s Future Skills Action
Plan (Scottish Government, 2019b). However, attempts have not yet been made to quantify
the shift in resources required to meet the coming challenges.

The Challenges - (3) Who Will Do Tomorrow’s Jobs?
The Demographic Backdrop

The level and age structure of the population is the principal influence on the supply of workers
to the labour market. There has been significant coverage of the fact that Scotland’s population
is ageing, and concerns raised about the impact on the labour market (for example, see David
Hume Institute, 2019). The average age of the population is rising and so the ‘working age’
population, as conventionally defined, is falling from around 2029 based on Scottish statistics.

The population of GCR is projected to increase by around 76,000 between 2016 to 2041.
However, in line with Scotland as a whole, GCR’s population is ageing and so the labour
supply — on the conventional definition of those aged 16-64 — begins to contract during the
2020s.

Figure 3.2 - Population Projections for Glasgow City Region
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Source: SDS Regional Skills Assessment

EU Migrant Workers and BREXIT

Particularly since the accession of the Eastern European economies to the EU in 2004, the
UK and Scotland have benefited from an influx of skilled and productive workers — peaking at
around 5.7% of Scotland’s employees in 2017/18. The continued growth of EU migrants
beyond the date of the EU referendum has given way over the last full year to a net out-
migration of non-UK EU citizens from Scotland, although the UK still enjoyed net in-migration
over the same period. At this point, there is no clarity as to the nature of the future relationship

policyscotland.gla.ac.uk 53



https://policyscotland.gla.ac.uk/

between the UK and the EU. In these circumstances, projections on the supply of EU labour
are pure speculation. UK migration policy is now focused on introducing an Australian style
points-based model.

However, recent statistical evidence from across the developed economies shows that there
has been a significant downward shift in fertility rates, which then underpins very similar ageing
trends to those identified for Scotland. What we confront is not unique to Scotland by any
manner of means. Scotland’s population is projected to grow by around 4% over the period
2018 to 2043, very close to the average for the EU as a whole (Fraser of Allander Institute,
2019), although this dependent on continuing positive net migration.

o Although England’s population is projected to grow at around 10% by 2043, Scotland
is little different from many other advanced economies and is in a better position than
many EU economies.

e 16 EU economies are projecting a lower rate of population growth than Scotland by
2043 — and 13 of these face declining population levels. The starkest example is
Lithuania where population levels are projected to decline by nearly 20%. The
demographics for the eastern European countries are in most instances much worse
than Scotland’s as their population declines have been driven by extensive
outmigration of working age people since 2004 to countries like Scotland and the
rest of the UK.

At the city region level, we need to think much more profoundly about the implications of this
for our education and skills system, for our services and for the nature and future of our
economy. Migration - at least from the EU - is not a sustainable solution to labour supply
problems the GCR might face in the future, even if a soft BREXIT comes to pass.

GCR has no control over immigration issues, although it can and should lobby hard for the
kind of system which it is felt best meets the needs of the economy. What do we need to
consider at the city region level? It is likely the real competition for ambitious global city regions
going forward will be around attracting and retaining talent. Clearly this is already a
competitive arena as the most talented and best qualified tend to be highly mobile across
regions and nations because of the earnings and other benefits they can attract. GCR’s high
guality universities already attract significant numbers of overseas students, and the city
region needs immigration and visa arrangements that maximise the potential to retain
significant numbers of these young people to help raise the overall quality of the labour supply.
More generally, GCR should consider what kind of points-based immigration system best
serves the ambition to become a globally competitive city region in the decades ahead.

Rising to Demographic Challenge - Active Ageing

The 16-64 definition of working age needs to be challenged, and the analysis of the
demography of labour supply must at last come into the 215 century.

e Theretirement age of 65 was first mooted by the UK government in the 1920s — almost
a century ago.

o When the current form of state pension was first introduced in 1948, the age for
eligibility was set at 65 for men and 60 for women.
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o Due to EU equalities laws, the UK government was forced to equalise the pension
ages for men and women at 65, and this came into effect in 2018.
e ltis planned to raise over time the pension age to 68.

Given how long 60/65 was the norm, even 68 falls well short of keeping pace with the increase
in longevity over the last 70 years. Someone aged 65 in 1948 could anticipate 13.5 years of
retirement. By 2017, this had extended to 22.8 years.

Average actual retirement ages are rising in any event due to pension changes in the state
sector, but also pension defaults in the private sector, and this is already reflected in increasing
employment rates in the 50-64, 65-74 and 75+ age bands.

The latest population projections (National Records of Scotland, 2019) at the Scottish level
suggest a reduction by 2043 of around 10,000 in terms of labour supply out of a total of around
3.5 million, defining working age as 16-64. There are of course no employment projections for
2043. There are currently in excess of 600,000 people in the 65-74 age band. Nearly 90,000
of 65-74s in Scotland are already employed. If 25% of the 65-74s were employed by 2043 this
alone would add a further 60,000 to Scotland’s labour supply and 20,000 to GCR's. It is likely,
however, that these older workers would on average prefer to supply fewer hours per week
than those of prime age.

Rising to Demographic Challenge - Reducing Disability Employment Gap

Scotland has currently around 100,000 unemployed, and over 200,000 working age people
classified as economically inactive due to disability and/or health issues. The Scottish
Government is planning to halve the disability employment gap and has published an action
plan on how this is to be achieved (Scottish Government, 2019c). Halving the gap would add
around 120,000 to those in the effective labour supply. With more occupational tasks
becoming digitally enhanced or enabled, it may become easier for some people further from
the labour market due to health and disability issues to enter and sustain employment.
Glasgow City Region has a highly disproportionate number of working age people in this
position, as noted earlier. This is clear opportunity to promote growth and inclusion
through this one intervention.

Rising to Demographic Challenge — Taking Gender Out of Jobs

A central feature of the UK Labour market Is the highly gendered nature of particular sectors
and occupations. To take two extremes, construction has a workforce which is around 90+%
male, and females have the same weight in relation to the care sector. As discussed above,
there is a threat that high level occupations in parts of the economy where digital capability is
becoming increasingly important will be filled disproportionately by males. This gendering of
specific occupations and sectors essentially chokes off a large proportion of the potential
labour supply to what are critical sectors of the city region economy in terms of both economic
growth and inclusivity.

Rising to Demographic Challenge — Bringing GCR’s ‘Left Behind’ Areas into
Mainstream

One of the characteristic depressing features of the city region for many decades has been
the high incidence of neighbourhoods falling into Scotland’s most deprived 10% in terms of
SIMD. These areas house disproportionate numbers of those with low or no qualifications, low
economic activity and employment rates, higher rates of disability and long-term health
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conditions - as well as a range of other negative experiences. Despite a range of area
regeneration initiatives over the last 50 years it remains the case that only limited progress
has been made in improving the life chances and life experiences people of all ages in these
communities. There are of course some successful examples from which the learning needs
to be extracted and disseminated, such as Clyde Gateway in Glasgow’s east end (McTier and
McGregor, 2017). As GCR now faces into a future of more serious global economic
competition from city regions around the world, as well as potential labour supply problems
due to demographic change, now is the time to re-address the issues of the multiply
deprived communities with renewed vigour.

Rising to Demographic Challenge -Tackling Skills Underutilisation

The statistical evidence for Scotland (McGregor, 2018) suggests that anywhere between 28%
and 52% of graduates are underutilised in their employment role. The findings for the UK are
similar in terms of scale, and likewise for a number of OECD economies. The Employer Skills
Survey also provided evidence on skills under-utilisation for GCR. If indeed the city region is
moving to a position where labour shortage replaces labour surplus as the norm, the
underutilisation of skills within the city region can be turned to advantage by facilitating the
redeployment of underutilised skills to parts of the city region labour market where they will be
used more effectively — so releasing simultaneously the potential to increase productivity.
More generally, skills investment planning needs to be much more sensitive to the needs of
the employer marketplace, and much more flexible and responsive in meeting new demands
as well as reducing capacity where skills are not being as well utilised.

Rising to Demographic Challenge — Rolling Back Part-Time Hours + Self- Employment

Although full time employment in the UK has more than recovered to its pre-depression levels,
this has yet to be achieved in Scotland and the GCR. However, there has been a growth in
part-time employment and self-employment to partly compensate for this. Survey evidence
suggests that many more part-time workers wish to work more hours. Similar evidence is not
available on a systematic basis for the self- employed, but there may well be similar unused
capacity here as well where this working on your own account is used as a mechanism to
bring in some income until employment can be found. Measures to re-connect some part-
time workers and self-employed to full time work adds to labour supply, but also to average
earnings with positive knock-on effects for inclusivity.

Overview

In recent times, the solution to our skill shortages has been through increased immigration.
This is the least cost and quickest solution for employers, but it is not necessarily a sustainable
solution — certainly looked at from a pan-EU perspective where low population growth is the
norm and, for many countries, population decline is the reality. Working harder to increase
the productive potential of our existing population can both promote economic growth
and make that growth more inclusive by drawing into employment those ‘left behind’ in
previous phases of growth and decline. At the same time GCR should develop a stance on
immigration policy and visa practices to help lobby effectively to promote the long terms skills
supply which will be vital achieve and sustain global competitiveness.

3.7 What Glasgow City Region Needs to Do

policyscotland.gla.ac.uk 56



https://policyscotland.gla.ac.uk/

In this final short section of the chapter, the focus is on identifying in concise terms what needs
to be done at the GCR level in relation to skills investment and developments generally to
tackle the challenges facing the city region and to maximise the opportunities that become
available.

Glasgow City Region Skills Investment Plan 2019

The starting point here is the GCR Skills Investment Plan published in April 2019. This involved
extensive analysis of appropriate data, wide ranging scans of relevant policy and other
strategic documentation, one to one consultation with a wide range of key stakeholders, and
workshops bringing the stakeholders together to design the plan.  As the diagram below
indicates, the plan is organised around:

e amission to be achieved by 2035. The mission for the skills system is to underpin a
competitive and inclusive economy — in essence, to promote more inclusive
economic growth.

e 6 strategic outcomes which need to be met if the mission is to be achieved.

e 7 priority action areas for implementation over the period 2019-2024.

Many of the issues raised earlier in this chapter are captured in the Mission diagram.

However, it is a skills plan and many of the issues GCR confronts require solutions outside
of the skills domain. A concise list of broader required action areas is discussed below, and
this includes skills and wider issues. They are designed to be complementary to the GCR
Skills Investment Plan.
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Glasgow City Region Skills Investment Plan 2019: Mission, Outcomes + Actions

MISSION FOR 2035

Create a skills system which underpins a strong, inclusive, competitive + outward looking economy. The system will be agile + resilient, adapting to

challenges + opportunities emerging from global technological + economic trends

REQUIRED STRATEGIC OUTCOMES

2. Reduce % of 3.Reduce % of WA
employers reporting population
skill shortages + skill with no qualifications
gaps in GCR to below and/or economically
Scottish average + GCR inactive due to health
in top quartile of UK or disability to below
core city regions Scottish average +
increase GCR
employment rate to
above Scottish average

1. City Region
alignment + working
across education +

skills bodies and
geographies is the
norm for skills
planning, investment +
provision

4. Increase productivity,
job density, % of
standard jobs + average
earnings above Scottish
average. GCR in top
quartile of UK core city
regions

5. Reduce inequalities in
pay + employment
access by gender,
disability, ethnicity, care
experienced + other
protected characteristics
to below Scottish
average

6. Halve gapsin
education, skills +
employment outcomes
between SIMD 10% +
GCR average

PRIORITY ACTION AREAS FOR 2020-2025

1. Ensure
sufficient locally +
appropriately
skilled people to
deliver City Deal
projects, + to
maximise
benefits of

improved
transport +
access to end
use jobs

2. Design + fund
interventions, +
more effectively
use procurement +
other levers, to
secure major
growth in
workforce skills
development

3. Develop suite of
skills actions
focused on
inclusivity +
inclusive growth,
reduce full range of
LM inequalities, in-
work poverty, +
tackle issues of
people further from
LM

4. Develop +
deliver skills
interventions to
address problems
+ grasp
opportunities at
GCR level arising
from BREXIT deal

policyscotland.gla.ac.uk

5. Support
businesses to
move up the value
chain, improve
productivity +
competitiveness,
create more Fair
Work + capitalise

on opportunities for
internationalisati-
on

6. Build capacity +
evidence to
underpin GCR-
wide skills
planning +
investment to
address GCR
needs and
opportunities —
including
intelligence on new
key needs such as
digital + meta skills

7. Review funding
+ other
mechanisms to
bring forward an
Action Plan to
promote greater
education + skills
alignment +
collaboration at
GCR level,
+increase agility +
adaptive resilience
of GCR skills
system.
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Driving More Inclusive Economic Growth — 5 Key Actions Around Skills Development
1. Take Greater Control of Skills Investment Planning

GCR needs to have a much greater influence over skills investment. In particular, GCR needs
to be able to exert greater control over the mix of apprenticeship, college and university
provision to promote higher economic growth, but which also secures greater inclusivity
and equality both in relation to access to skills training and in terms of effective outcomes.
Reducing skills shortages and skills underutilisation should be key objectives.

2. Build Capability to Make More Intelligent Skills Investment Decisions

Effective skills planning needs very detailed intelligence on employer skills needs and a
rigorous system for analysing the outcomes achieved by all graduates of the skills system.
Systems exist to provide this intelligence, but they need to rise a number of levels in terms of
precision and robustness before GCR can gain a significant competitive edge in skills
investment planning.

3. Align skills provision fully and effectively across the city region

Build on lessons from the current skills alignment pilot being carried out within the city region
to create a skills system characterised by complementarity rather than competition. Better
to compete more effectively with the skills systems in other city regions by marshalling internal
skills resources more effectively.

4. Mount major effort around digital skills with weight on female participation

A major constraint on building a more effective supply of labour with good technical digital
skills is the level of participation of girls and women in the process. A major effort should be
launched at the GCR level, building on existing initiatives and action plans and running through
the education and skills system from primary schools to universities.

5. Build on Scottish Government policies to address inequalities and increase labour
supply

In response to the labour supply challenge resulting from the ageing structure of the
population, GCR needs to build on Scottish Government policy initiatives such as halving the
disability employment gap, and the greater alignment of health, housing and related services
with employability, to reduce serious inequalities and make significant inroads into GCR’s high
economic inactivity rate.

The development and delivery of the above actions will be challenging, but under the auspices
of the Regional Economic Partnership, the combined resources and expertise of the 8 local
authorities and other key partners should allow significant progress to be made. SDS, the
colleges and the universities should work closely with the local authority and other partners
on, in particular, the process of designing and delivering effective actions around publicly
funded post-school education and skills provision. Employer engagement across the private,
public and third sector is also essential to understand their changing and unmet skills needs,
but also to find ways of stimulating increased employer investment in their exiting workforces.
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Overview

Glasgow city region must excel in its response to all the above challenges if it genuinely
has ambitions to be a globally competitive and fully inclusive city region.
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CHAPTER 4

INNOVATION

The challenges set by the consequences of Covid-19 place an even greater
emphasis on having the incentives, institutions, networks and infrastructures that
support innovation. Crises and deep recessions always create opportunities as well
as difficulties. Taking these opportunities and finding novel ways to operate with the
new imperatives of reducing pandemic risks and innovating for the new economic
priorities in the green and ‘health security’ sectors requires an effective city-region
innovation system.

4.1 introduction

This chapter considers the application of mission-oriented policy to regional innovation policy.
Taking the politically stated commitment to inclusive growth as the core future objective?, it
charts how we might get there through innovation policy. The chapter starts with an outline of
key perspectives on regional innovation systems, which sets the basis for layering over a
mission approach. The innovation context for the Glasgow city-region is then outlined, which
gives an impression of performance against oft considered metrics. The mission view, taking
into account recent considerations around inclusive innovation, is then delineated, with
perspectives on a 5-year and 25-year futures view set out.

The key point is that innovation policy requires a new orientation to support the city-region’s
inclusive growth objectives. Looking forward to what we need to confront and consider in the
future is a useful first step to support this re-orientation.

Why focus on innovation

The importance of innovation, broadly conceived, to social and economic progress is seen to
cement its policy importance. In a speech given at the Glasgow School of Art, Haldane (2018a)
reflected:

“Innovation and creativity are the wellspring of improvements in economies and
societies. They explain the secular, spectacular rises in global living standards and
well-being now seen for several centuries. Human imagination and intelligence has
been the engine of progress and growth”.

This chapter on innovation futures adopts the Oslo Manual definition of innovation: “an
innovation is the implementation of a new or significantly improved product (good or service),
or process, a new marketing method, or a new organisational method in business practices,
workplace organisation or external relations”. This aligns with the European Commission’s
definition, which is as follows: “a new or significantly improved product (good or service)

introduced to the market” or, within a firm/enterprise, the “the introduction ... of a new or

1 Though much of what follows would hold true if inclusive growth was replaced by or adjusted to accommodate another societal
challenge or mission (such as environmental sustainability, as the core mission).
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significantly improved process” ... “Innovations are based on the results of new technological
developments, new technological combinations, or the use of other knowledge, acquired by
the enterprise”.’

In this chapter, therefore, we are looking at innovation from, or at least involving the private
sector, that has some focus on market ends. With this perspective, however, we do not limit
state roles to simply addressing market failure (and this is critical to the mission focus adopted
in this work); rather, we are interested in innovation from sectors and functions in the economy
but are open to the mixture of government and private actors who participate. Though a
critically important area, the scope of this work does not include a focus on public service
innovation.

The innovation context for the Glasgow city-region will ultimately be shaped by the city’s
overall economic challenges and the wider context for innovation in the UK. In terms of the
latter, it is widely acknowledged that, especially since the Great Recession, productivity growth
in the UK has been sluggish. For some, such as Andy Haldane - the Bank of England’s chief
economist - this can be attributed to a “long tail” of poor productivity performing firms.

“Typically, we think of ‘Research and Development’ (R&D) as a rhyming couplet.
In the UK’s case, the R and the D do not seem to rhyme. The UK does R well, as
a world-leading innovation hub. But it does D poorly, where the D refers not just to
development but the diffusion and dissemination of innovation to the long,
lengthening, languishing lower tail. When it comes to innovation, the UK is a hub
without spokes” (Haldane, 2018b).

In this chapter, as well as appraising the state of the city-region system as it currently exists,
we go on to ask what social and environmental objectives the regional innovation system may
be directed to support. The chapter is not a guidebook for what should come next, as wider
consultation is required for this, however the chapter provides a prompt for policymakers to
think about what innovation can and should seek to support (in terms of public policy
outcomes).

We first sketch out the innovation system for Glasgow as it stands, highlighting performance
against a common set of metrics. Then we lay out some of the key policy stances that shape
the regional innovation system, before moving on to elaborate what “inclusive innovation”
futures might look like for the city-region (sensitive to 5-year and 25-year horizons). The
chapter then goes on to detail how a “mission-oriented” approach may be useful for linking
innovation systems to inclusive growth outcomes, linking this to work on futures thinking drawn
from other policy arenas.

An appendix is provided that sets out some of the key insights from the academic literature on
the nature of innovation systems; this is to provide further detail for interested readers but is
not essential to understand the mission approach proposed.

4.2 Innovation processes and performance

The Glasgow city-region innovation system sits within, and stems from, a wider economic and
business context. In somewhat stylised terms, this context points to Glasgow lagging but
catching up with UK-wide productivity performance. Explanations of this are varied and include
- as stated by the FoAl (2018) - the firms base consisting largely of “small to medium sized
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enterprises involved in providing day-to-day services, construction or general manufacturing”.
This aligns with findings from an analysis of the Community Innovation Survey, where it was
noted: “a higher proportion of large businesses were innovation active than smaller businesses
for each type of innovation except organisational-only innovators” (Turnbull et al., 2019).

An ideal scenario — under the competitiveness and growth focus of innovation — in order to
understand the regional innovation system, would be to present data/metrics for the Glasgow
city-region in line with an innovation scorecard. The Regional Innovation Scorecard developed
by the European Commission presents the following indicators:

Table 4.1 - European Innovation Scorecard metrics

Enablers of innovation
Population with tertiary education per 100 population aged 25-64

Public R&D expenditures (% of GDP)

e Employment in knowledge-intensive services + Employment in medium-
high/high-tech manufacturing as % of total workforce (% of total
workforce)

Innovation activity ) )
Business R&D expenditures (% of GDP)

Non-R&D innovation expenditures (% of total turnover)
SMEs innovating in-house (% of all SMESs)

Innovative SMEs collaborating with others (% of all SMEs)
Public—private co-publications

EPO patent applications per billion GDP (in PPP)

Innovation outputs ] .
Technological (product or process) innovators (% of all SMES)

Non-technological (marketing or organizational) innovators (% of all
SMESs)

e Sales of new to market and new to firm innovations as % of turnover (%
of total turnover)

Source: text drawn from Bristow and Healy (2018: 273); also see: https://ec.europa.eu/docsroom/documents/36282

The central merit of the scorecard approach is that it presents inputs to outputs in the
innovation system. Ultimately, however - with scorecards requiring data at NUTS1 level - we
are left to draw out data from different sources, usually with significant caveats regarding the
quality and sufficiency of data presented. We return to the issue of the scorecard further below.

Metrics for Glasgow and the city-region

As intimated above, innovation data is very limited at a city-region level in the UK. Indeed, the
major innovation surveys typically, at best, present a Scotland-wide view, with little said about
sub-national contexts. The following metrics assemble what can be gleaned from
administrative and official sources.

Patents are a widely used metric to gauge innovation performance; though, in turn, there is
now a wide literature which points to its limitations (e.g. not all innovations are patentable).
Patent data for Glasgow, for the TTWA area, is reported, as at 2017, at 2.4 patents approved
per 100,000 of population. Edinburgh is 5.7, Aberdeen is 8.3 and Dundee is 1.7 (Scottish
Government, 2019).
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For a different geography, the Centre for Cities reports 4.45 patents approved per 100,000 of
population (as at 2018)." Through this measure, Glasgow ranks as 56™ out of 63 urban areas
assessed. In the same approach, Edinburgh is 31.63; Aberdeen is 34.07; and Dundee is 8.74.

Data on expenditure and employment related to research and development is given in the
“Business Enterprise Research and Development Data for Scotland”.V Expenditure on R&D
performed within businesses in Scotland is given in Figures 4.1 and 4.2. Figure 4.1 shows the
Glasgow city-region at £340 million in 2017, markedly below Edinburgh. Data here is only
given for a 5-year period, given data gaps for some local authorities at earlier points. At the
core city level, Figure 4.2 shows that Glasgow City has overtaken Aberdeen City on R&D
expenditure.

At the travel to work area (TTWA) geography, the Scottish Government reports R&D
expenditure at £257 million, as at 2017, compared to Edinburgh at £421 million, Aberdeen at
£155 million and Dundee at £41 million (Scottish Government, 2019).

Employment on R&D performed within businesses in Scotland is given in Figures 4.3 and 4.4.
Figure 4.3 shows that as with expenditure, the Glasgow city-region is second to Edinburgh. At
the core city level, Figure 4.4 shows, as consistent with expenditure trends, Glasgow City
edging above Aberdeen City in terms of employment, though second to Edinburgh.

Data derived from the UK innovation survey — forming part of the Community Innovation
survey - has been analysed to give an estimation of shares of innovation active businesses in
Glasgow'. The methodology, set out by the Scottish Government, hinges on applying
innovation propensities by sector, to a local authority’s sector share. Through this approach,
as at 2017, local authorities in the city-region range from 43-45% against a Scotland average
of 45%. This should be regarded as a crude, indicative estimation.

Sectoral composition can also provide a view on the innovative potential/intensity of the
business base. KIBS, or private sector “knowledge intensive business services”, is one metric
relied on (these jobs tend to be high skilled). As provided by the Centre for Cities (at the more
constrained city-region geography), Glasgow’s share of KIBS, as a percentage of all jobs, is
13% as of 2017. This positions Glasgow at 25" amongst 62 cities where the share has been
calculated. A definition of KIBS based on SIC definitions is given by the Centre for Cities"'.

Deploying more sophisticated techniques, the “UK Tech Innovation Index 2” provides rankings
of cities based on data on events, businesses and scientific papers'i. The data is categorised
to fit with the focus of the industrial strategy, while reflecting user demands. Categorisation is
arrived at through the utilisation of machine learning which helps to sort activities. The data
can be drawn out to provide pictures of clusters in Glasgow, and to give a sense of how
Glasgow ranks vis-a-vis other UK areas.

Further framings of a city-region’s innovation system may be gleaned from international or
UK-wide rankings. Developed by consultancies in many instances, such indices, constructed
across varied sets of metrics, give a view on the innovative potential — and alleged competitive
potential - of an urban economy. For example, the CBRE Tech Cities report ranks Glasgow
as second to Manchester, for cities outwith London in the UK as destinations for tech
businesses. CBRE notes that places are “scored and ranked according to a wide range of
locational pull factors for tech businesses, such as level of education, concentrations of tech
businesses and employment, cost of living, cost of office space and wage levels”." Taking an
international scope, the Innovation Cities ranking by 2thinkknow — which takes into account
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metrics under the categories of “cultural assets”, “human infrastructure” and “networked
markets™ - positions Glasgow at 95 (amongst a global list of cities).

Existing strategic positions for innovation

Innovation is one of the four key strands - along with investment, inclusive growth and
internationalisation — that seek to contribute to “competitiveness” and “tackling inequality” in
the Scottish Government’s 2015 economic strategy. Indeed, the Scottish Government’s vision
is for “an economy where growth is based on innovation, change and openness to new ways
of doing things”.

Detail on the innovation focus is further provided in the following statement from the
government’s economic strategy, which points to some of the core characteristics sought for
the innovation system:;

“To foster a culture of innovation we will: Support the development of highly
innovative businesses across the Scottish economy; Encourage more of
Scotland’s diverse business base to engage in innovation and research and
development ...; Continue to support the high-impact, world-class research of
Scotland’s Universities and improve levels of commercialisation of academic
research; Develop with key partners, such as business organisations and trade
unions, innovative approaches to developing progressive workplace practices
...” (Scottish Government, 2015: 9).

Though fairly standard sentiments, the text in italics, above, points to an accommodation for
a different normative perspective on what innovation systems are for and should do.

Both the Scotland CAN DO innovation forum — Action Plan* and the Enterprise and Skills
review phase 2¥ focus on the role of public services in supporting business. The Scotland
CAN DO innovation forum — Action Plan sets out priorities around the support for business
innovation across sectors and places through, where possible, the use and exploitation of
university knowledge. The Enterprise and Skills review — Phase 2 report on innovation*, which
is based on a review of the innovation ecosystem, notes, meanwhile, that improvements to
the innovation support system may be warranted, and that a “streamlined” service is needed.

At local levels, science and innovation audits developed for Glasgow (“precision medicine™)
and central Scotland (“enabling technologies™") suggest areas of local opportunity. Such
audits aim to map innovation assets and strengths, as stated by BEIS/UK Government (the
audit undertaken for the Edinburgh city-region identified the possibilities for data-driven
innovation, which later became a centre piece of the City-region Deal commitment)*".

Such responses fit with a view of (and attempt to address) structural failure in the regional
innovation system, in large part. Structural failures can be seen to hinge around four points
(Coenen (2015: 485-486) citing Woolthuis et al (2015)):

¢ Infrastructural failures which refer to “insufficiencies in existing physical infrastructures”
needed to support and enable innovation;

e Capabilities failures which refer to the “lack of’ organisational and firm level
“competencies” that impede knowledge generation and exploitation;

e Network failures, which refer to a constraint on the knowledge channels that a firm or
organisation can interact with and benefit from; and
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e Institutional failures which link to the “shortcomings of formal institutions such as laws,
regulations and standards” as well as informal institutions that militate against
“entrepreneurial spirit” and “risk-taking”.

As we will set out below — where we point to transformational failures, for example - questions
emerge, despite the openings referred to, about how fit for purpose such strategies are if a
mission focus, supporting inclusive growth, is to be pursued.
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Mapping of innovation assets

In addition to sketching out metrics that give a view on innovation capacity and performance, we
can look at the assets and features that constitute and populate the innovation system. That is a
range of initiatives that are already in place across the city-region. As a first resource, here - and
supporting the Enterprise and Skills Review (phase 2) conducted in 2017 - an asset mapping
exercise was undertaken by Scottish Enterprise. The map (available here) -
https://www.inclusivegrowth.scot/resources/data-and-analysis/2018/06/scotlands-economic-
asset-register/ - places innovation centres and research pools that exist within the city-region.

More particularly, we can detail some of the particular assets that exist within the city-region; here
incubators and accelerators, plus innovation districts, are noteworthy.

Incubators and Accelerators

Accelerators and incubators are common approaches to support both innovation and
entrepreneurship. Uniting their roles is the “function and provision of both complementary and
related services in support of scientific commercialisation through entrepreneurship” (Clayton et
al., 2018: 105). Incubators and accelerators share common characteristics and core functions,
but, as set out by the What Works Centre for Local Growth (also see Clayton et al., 2018), they
are typically distinguished by: target firms (incubators: firms 1-5 years; accelerators: starts ups of
3-6 months); nature of support (incubators: light-touch; accelerators: intensive); mentorship
provided (incubators: minimal and tactical; accelerators: intense, scheduled and consistent); firm
entry (incubators: non-competitive; accelerators: competitive); ownership (incubators: often non-
profit; accelerators: often back by venture capital (taking equity stakes in participant firms)).

In terms of evolution, and trajectories of innovation processes, it has been remarked that, ahead
of the creation of a company, “accelerators focus on ideas, projects, or ventures” (Clayton et al.,
2018). For incubators, on the other hand, there is an: “attempt to support early-stage firms to a
point where they hatch or become viable entities”. Exit from the incubator can then be made in a
strategically strong position.

A key principle in the regional innovation policy literature, however, is that successful initiatives in
one place do not necessarily translate to success elsewhere. Indeed, Brown et al (2019) note that
state-led attempts to replicate accelerator programmes can be problematic in weak
entrepreneurial contexts.

Whether closely/strictly reflecting the definitions aforementioned or not, the following have been
identified by the Scottish Government as incubators or accelerators in the “West of Scotland”:

Table 4.2 — Accelerators and Incubators Identified by the Scottish Government

Name Location Details

Also includes Medicity, at the same site, which is a
Bio-city Lanarkshire medtech incubator. They provide: “mentoring; funding;
office space; meeting rooms; research laboratories”



https://www.inclusivegrowth.scot/resources/data-and-analysis/2018/06/scotlands-economic-asset-register/
https://www.inclusivegrowth.scot/resources/data-and-analysis/2018/06/scotlands-economic-asset-register/

Censis

Glasgow

“centre of excellence for Sensor and Imaging Systems
technologies” X' “They provide mentoring and advice,
office space, meeting rooms and research laboratories.”

Data Lab

Glasgow

“We exist to help companies and organisations use data
science to make a difference in the real world. We are
focused on giving individuals and organisations the
practical skills and hands on experience they need to
apply the latest data science thinking in the real world.™i
“They run events and provide mentoring, advice, training,
office space, meeting rooms and research laboratories.”

Construction Scotland innovation
centre

Glasgow

“...assists industry and key procurement players to build
strong collaborative projects to tackle construction

industry challenges” il “They provide mentoring, advice,
training, funding, administrative support, meeting rooms”.

CREATe

Glasgow

“CREATe investigates the future of creative production in
the digital age, and in particular the role of copyright. The
Centre brings together an interdisciplinary team of
academics ....”* “They provide mentoring and advice,
training, office space, meeting rooms and administrative
support.”

Creative Clyde

Glasgow

“The idea today is to draw more creative businesses
and talent to the area.” “They provide advice, funding,
administrative support, office space and meeting rooms.”

Entrepreneur Accelerator

Glasgow

Run by RBS, this is made up of “Pre-Accelerator;
Accelerator; Fintech”. “They can offer: online courses,
webinars and workshops; desk and office space; one-to-
one coaching; mentoring; legal and technical advice;

networks and supply chains events”.

Entrepreneurial Spark Glasgow

Glasgow

Founded in 2012 in Glasgow, the aim is to develop
“entrepreneurial mindsets” i “They provide mentoring
and advice, training, office space and meeting rooms.”

InCube Business Incubator

Paisley

In Renfrewshire to support “creative retail businesses” i
“They run events and provide mentoring, training,
funding, administrative support, office space and meeting
rooms.”

Industrial Biotechnology Innovation
Centre

Glasgow

“...connects industry with academic expertise and
government to accelerate and de-risk commercialisation,
to bring new biotechnology processes and products to the
global market” i “They run events and provide
mentoring, advice, training, funding, administrative
support, office space, meeting rooms and research
laboratories.”

Rising Star Programme

Glasgow

Accelerator run by Strathclyde university that provides
“opportunities to apply for funding; business advice;
masterclasses on funding and growth; marketing and
promotional materials; help from a community of
entrepreneurs; mentoring and expert clinics
introductions to potential investors and external support”

Strathclyde University Incubator

Glasgow

Scotland’s first business incubator, set up in 1990. “They
work with start-up businesses and provide advice,
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administrative support, office space, meeting rooms and
research laboratories.”

“...focus is on linking Scotland’s domain expertise, data

Stratified Medicine Scotland assets and delivery capability to accelerate the adoption

Innovation Centre Glasgow of Precision Medicine™®¥ “They run events and provide
mentoring, advice, training and research laboratories.”
“...supports the growth and impact of businesses by
providing flexible workspace, a supportive and
. collaborative environment, access to a regular flow of
Tontine Glasgow

events and programmes”.**V “They work with businesses
in the creative sectors to help encourage collaboration,
innovation and high growth.”

Working with start-up businesses, “...Glasgow
Caledonian University’s incubator space, [is] designed to
UHatch Glasgow assist entrepreneurial students, graduates and staff
members” > “They run events and provide mentoring,
advice, office space and meeting rooms.”

“Source — Scottish Government — “Business incubators and accelerators in Scotland”
https://www.mygov.scot/incubators-accelerators/west-of-scotland/
Detail on each initiative is provided from online sources in addition to the link above — see endnotes for a list of further sources.

Innovation Districts

The notion of innovation districts has been promoted as an important feature of urban innovation
systems, and this has been embraced in the Glasgow context. Katz and Wagner (2014) note that
innovation districts are: “geographic areas where leading-edge anchor institutions and companies
cluster and connect with start-ups, business incubators and accelerators”. Such districts should
also have a particular spatial expression or form, reflecting spaces that are “physically compact,
transit-accessible, and technically-wired and offer mixed-use housing, office, and retail” (Katz and
Wagner, 2014: 1). Closely allied to earlier economic development concepts such as “clusters”
(Baily and Montalbano, 2018) - which have received wide-ranging academic critique (Martin and
Sunley, 2003) - the consultant and urban advocate Greg Clark has contested that Glasgow’s
connection to other “growth poles”; “success” in “applied knowledge and technology sectors”; and
successful districts such as the IFSD give reason to think further innovation districts will be
worthwhile committing to. It is claimed, indeed: “Together, these three districts [in the Glasgow
city-region] have the scope to lead a new cycle of reinvestment and expansion in Glasgow’s
knowledge driven sectors and places” (Invest Glasgow, 2018).

Whilst no doubt keenly attached to by proponents, it may be worth considering the “public policy
health warning” that have been directed at cluster development policy (Martin and Sunley, 2003).
A reflection of the pitfalls observed through a number of triple helix approaches should also offer
a cautionary perspective (Pugh, 2017). In this respect, Morgan (2013: 330) speaks of the problem
of “cathedrals in the desert’, where the nature of the innovation activity is substantially
disconnected from the dynamics of the local economy (particularly in weaker regions).

A typology of “innovation districts”, distinguishing between those led by small firms (or university
inventors) or large firms, has been proposed (Clark et al.,, 2010). Reflecting on the London
innovation context, moreover, Hanna (2016: 15) points a range of district types, based on the

policyscotland.gla.ac.uk 70



https://policyscotland.gla.ac.uk/

roles, or lack thereof, of a major anchor, such as a university. Distinctions can be made according
to the direct use of university facilities; the close relationships struck between universities and the
private sector to propel a district; or the more fluid arrangements that stem from “mixed use”
contexts and “enterprise-led” contexts where universities are, if anything, peripheral.

The following table presents the current innovation district proposals for the Glasgow city-region,
with the detail provided from the sponsor body.

Table 4.3 — Innovation districts proposed in the Glasgow city-region

Sponsor Detail

“The campus will provide a high-quality
environment that supports healthy working,

Advanced Manufacturing
Innovation District Scotland

Renfrewshire Council; also
involving the Scottish
Government and Scottish
Enterprise.

fosters collaboration and promotes
sustainability. With the potential for up to
1.6million square feet of commercial floor
space, it offers significant flexible
development opportunities ... Fully
developed, the district has the potential to
attract up to 6000 jobs and deliver an annual
economic injection of £535million.™Vi

Glasgow City Innovation
District

University of Strathclyde;
also involving Glasgow City
Council, Scottish Enterprise,
Glasgow Chamber of
Commerce and
Entrepreneurial Scotland.

“The proximity to the University of Strathclyde
gives companies easy access to a talented,
highly-skilled workforce, as well as close links
with the University’s dedicated team for
industry-academic interaction.”ii

Glasgow Riverside
Innovation District

University of Glasgow; also
involving Glasgow City
Council, Scottish Enterprise.

“Linking the north and south banks of the
River Clyde, a heritage area renowned for
shipbuilding heritage and Glaswegian
leadership in science, engineering and
medicine, GRID offers hi-tech industries of the
future a unique opportunity to flourish
alongside world leading university and
hospital facilities” ¥

The focus from these innovation district proposals appears, from these descriptions, to be quite
strongly centred in the science and technology view of innovation. It is intriguing, and an important
future test perhaps, to consider what an innovation district should embody and promote to support
inclusive innovation.

4.3 Futures views and approaches

Moving from the view of the regional innovation system as it currently exists, to a future mission-
led view requires different data. To develop these perspectives, interviews and workshops were
held with key informants to glean qualitative responses. Here, interviewees were asked about
how the innovation system, and the policy that supports it, can be adapted to support an inclusive
growth mission for the city-region.
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Interviewees were identified from within government (at various levels, Scotland and UK wide),
from local incubators and accelerators within the city-region, from higher education, and from
policy think tanks. All interviewees held senior responsibilities within their respective organisations
and were closely connected to innovation policy or an innovation activity in some form. Interviews
lasted between 40 to 60 minutes and were conducted at the interviewees place of work or over
the telephone. At the same time, the author presented initial conceptualisations underpinning this
work to various fora, to obtain initial feedback.

Views from extant literatures give clues on how to pursue mission-oriented innovation policy, and
there are two academic areas that are most noteworthy: the innovation literature on supporting
transformational change; and the mission literature, and related conceptualisations of wicked
problems. Much of this broadly aligns with Nesta’s outline of inclusive innovation, in terms of
asking “who benefits, who participates, and who decides” about/from the innovation system™*.

Figure 4.5 — Framework for inclusive innovation

HOW DO CONCPETUAL CONCERNS FOR
RELATEDMESS AND DIVERSIFICATION TRANSLATE
WITHIN THE MIS5SI0ON APPROACH? CAN
Data to frame where this, RELATEDNESS BE IRECTED, FOR EXAMPLE
existing system may be

headed in the next 5 years Framing broad parameters

of the innovation system

T Regional innovation system sought through the mission
Dat tent applications; istil L i i L -
R =t un. pa n- apgtieations e e based on mission-oriented (giving a 25 year view), but
innowvation active system ) :
approach with the core normative

businesses; expenditure in
and employment linked to
RED

elements determined by
citizens and stakeholders,
rather than researchers

Concepts that indicate what
to look for in an innovation
system = e.g. relatedness,
diversification, complexity
etc

New data needed to capture
grassroots and social
innovation

Policy for ar impacting Palicy for or impacting

innovation innovation

Concern with Concern with

structural failures transformational failures

WHAT POLICIES ARE IN PLACE NOW THAT
ALREADY SUPPORT THE MISSION? WHAT
POLICIES NEED TO CHANGE OR BE ADDED
TO SUPPORT THE MISSION?

The innovation for transformational change literature presents concern for the “equity deficit” in
much innovation policy (Zehavi and Breznitz, 2017: 329). It has been suggested that: “Current
innovation policies ... still put their main emphasis on economic growth and the ability of national
economies or industrial sectors to generate innovations per se, but hardly deal with the challenges
of more fundamental types of transformative change” (Weber and Rochacher, 2012: 1037). Other
commentators note that it is a key challenge to consider innovation contributing to wider societal
goals beyond “economic growth” (Coenen (2015: 486). The following principles have been set
out to underscore what “distribution sensitive innovation policy” must address and confront: one,
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supporting “innovation in directions that would create productivity gains for less-skilled workers”;
two, considering inter-region inequalities driven from “variations in the level of technological
development”; and, three, the “economically disadvantaged” groups that are “underrepresented
in S&T occupations and high-tech industries” (Zehavi and Breznitz, 2017: 329). The mission
literature takes up the call for a broader rendering of innovation policy and proposes a framework
by which such transformational goals can be set out and used to shape innovation policy
(Mazzucato, 2018).

In addition to the literatures above, the OECD (2015; 2017) have contributed to the debate on
inclusive innovation. Two dominant dimensions of inclusive innovation are proposed — grassroots
innovation and pro-poor innovations:

e Grassroots innovation refers to encouraging deprived populations to participate in the
innovation economy. The OECD (2015: 11) notes that these innovations emphasise “the
empowerment of lower-income groups”, and whilst “they are undertaken by the poor” they
may be supported by a wider range of institutional actors. Related contributions have
considered the role of social capital in supporting or constraining entrepreneurship in
deprived neighbourhoods (Williams et al., 2017).

e Pro-poorinnovations emphasise consumer utility and reflect the idea of innovation on core
functionality to allow deprived groups to gain from innovative technologies (but without
bearing a high cost).

Very different implications for regional economic development stem from these two conceptions
of inclusive innovation. In the first instance, we are considering innovation through local
production, and where the innovative nature of the production is undertaken by groups typically
excluded. That is, it is a concern for who innovates in the city-region innovation system. Pro-poor
innovation is, on the other hand, concerned with use. How can we distribute innovative products
that can be used without bearing a high cost and that offer greater utility (frugal innovations
connote similar use)? This can be realised with not only local production but also through imports,
it would seem clear.

Though espoused as beneficial by the OECD, some have pointed to limits. Indeed, the challenge
in up-scaling grassroots innovation is a major limitation to some; this concerns the small scale of
such activities, and the marginal social impacts that result.

Social Enterprise support has been an area of concern for the Scottish Government, as reflected
in the 2017-2020 Action Plan and the 2016-2026 Strategy. Detailing the notion of “profit with
purpose”, a social enterprise is defined by the European Commission as follows:

“an operator in the social economy whose main objective is to have a social impact
rather than make a profit for their owners or shareholders. It operates by providing
goods and services for the market in an entrepreneurial and innovative fashion and
uses its profits primarily to achieve social objectives. It is managed in an open and
responsible manner and, in particular, involves employees, consumers and
stakeholders affected by its commercial activities.”*
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In the Glasgow context, consideration of the impact of the Social Entrepreneurs Fund may be
useful. Similarly, the impact of seedcorn capital and the provision of space may be useful to
gauge. Social Enterprise Scotland along with the Glasgow Social Enterprise Network may provide
useful platforms or networking mechanisms for engaging with this sector of the economy. As a
general suggestion, translating section 1B of the Action Plan to the Glasgow city-region may be
the obvious first step in considering innovation through social enterprises,

We can locate and frame the aforementioned inclusive innovation themes within standard
dimensions of innovation activity:

Table 4.4 — Standard innovation dimensions with proposed alignment to an inclusive
orientation

Inclusive Innovation Framing

Firm activities Triple helix relationships*
Process Linking workers to activities and labour market | Encouraging innovation in social
innovation opportunities brought about, for example, by enterprises; supporting innovation from
new technologies (adopted within the firm). minority groups
Product Encouraging innovation in social

Pro-poor innovations (innovations to be used

innovation by deprived groups in Glasgow)

enterprises; supporting innovation from
minority groups

Organisational | Benefits realisation and procurement

) . o Female representation on firm boards;
innovation possibilities

minority group representation on boards

*what government and universities can encourage and support in firm/enterprise activities

One further consideration in terms of directing innovation policy to inclusive growth is the nature
and extent by which an inclusive growth focus underpins, or more lightly bolts on to innovation
policies. As set out in Waite et al (2017) this may hinge on the point/period of the policy cycle: Is
this inclusive innovation at a strategic level, at the point of prioritising between projects, or at the
time of policy implementation or project procurement?

There is a choice, perhaps, within each of these policy points/periods. At a strategic level, for
example, innovation policy may be primarily directed by a vision and thus objectively defined
definition of inclusive growth. However, another framing may be that innovation policy should
simply be permissible if it does not harm inclusive growth (for a certain area or group).
Alternatively, innovation may be justified on narrow growth goals, if it sits within a wider suite of
interventions in an area where inclusivity-focused policies can also be pointed to (that is,
innovation does what it has typically/traditionally been set out to do).

A further framing may be to consider how innovation activities can be spread across a wider set
of firms, that in turn reach a wider set of workers. That is, we know larger firms account for a
disproportionate share of innovation activities, so by enacting innovation within smaller firms -
who may be hampered by limited absorptive capacity inter alia - this can be considered to support
inclusive growth.
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In terms of prioritisation, decisions may be made in terms of which metrics a series of possible
projects must meet to go ahead. One way to do this may be to consider which projects maximise,
or perform best against the selected inclusive growth criteria; another approach may be to simply
look at growth metrics as the principal concern, and then look to inclusivity measures to see that
a project meets a minimum threshold or achievement against inclusion metrics. The Commission
has already provided advice to the Cabinet about how Local Outcome Improvement Plans may
be deployed for this or a similar purpose.

In terms of project procurement, options from privileging certain providers, such as social
enterprises may be considered, alongside more traditional approaches of checking procurement
against benefits realisation requirements. This seems to be a common entry point to consider
inclusive growth for existing projects in the city-region.

Some judgement as to where innovation directed toward inclusive growth sits with respect to the
aforementioned choices, needs to be made. Ultimately this requires consideration of the
“excellence” versus “equity” focus, as Nesta call it (Stanley et al, 2018; also see The Industrial
Strategy Commission, 2017: 25). Decisions here will determine to what extent the promotion and
policy support for grassroots innovation sits at the margins of existing innovation policy rationales
or becomes a major or dominant focus.

The Foundational Economy and Place-based innovation

The Welsh Government has adopted a focus on the foundational economy as a core concern for economic
development. The foundational economy centres focus on the everyday services used by local people and
puts to one side concerns for the tradeable sector. The idea is that local public services and local goods
providers — bakers and hairdressers, for example - are critical for local welfare. Morgan (2019) describes these
activities as those that keep us “safe, sound and civilised”.

The Welsh First Minister captures the spirit of the foundational economy, as follows:
“The foundational economy is made up of those goods and service in our communities that
we use every day — by focusing our efforts on supporting these parts of the economy we can
help keep money in communities, create better employment conditions and increase
prosperity across Wales.”i

Therefore, given the importance of the foundational economy, how can innovations be supported in these
parts of the economy?

The Welsh Government has set up, in 2019, a foundational economy challenge fund, supporting projects of up
to £100,000, which is intended to support initiatives in this area. Principles central to the policy focus
include*v;

“the recruitment, retention and skills of the workforce”
“the delivery structures and design of services”

“ways of boosting the impact of local purchasing” [and]
“ways of involving citizens in the design of services”

Fundamentally, this is about product and process innovation not necessarily, or purely, in order to improve firm
productivity, but to support wider social and, perhaps, environmental goals.

The future approached through a mission
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This report approaches the innovation system from the perspective of layering over a mission
framework in order to reframe our existing understandings of, and focus towards, the system. This
approach is not unproblematic, however. For example, Balland et al (2018: 14) cast a sceptical
view on the merits of a mission approach, noting that “... there is little understanding about how
mission-oriented policies should actually be designed (except for setting specific targets and
directions for future development) ...”. When not appropriately contextualised, the authors go on
to remark: “it is not difficult to foresee that such mission-oriented policies will fall into the same
traps that smart specialization policy aims to avoid, such as picking fashionable activities from
scratch, and duplicating major research and innovation investments.” Others, however,
characterise smart specialisation policy in a way that aligns with, and reflects, a mission focus
(Foray, 2018).

Mindful of these warnings, this report nevertheless adopts a mission view as a way to ask how
existing innovation policy needs to be, or could be, adapted to achieve a normative policy
objective. The report takes the perspective that to achieve inclusive growth for the city-region —
as the overriding political objective (as currently stated) — then innovation policy, typically
conceived as a narrow instrument for lifting growth, also has to be directed toward inclusive growth
ends. This suggests a form of policymaking that can be reflected in the following definition of
inclusive innovation proposed by Nesta (Stanley et al., 2018):

“Inclusive innovation policies are directed towards ensuring that the benefits and the
risks of innovation are more equally shared. These policies will actively consider
whose needs are met by innovation and how excluded social groups could be better
served, focus on initiatives that promote broad participation in innovation, and take a
democratic and participatory approach to priority-setting and the governance of
innovation.”

The mission approach can be sustained, moreover, if an experimental and continually reflexive
approach to policymaking is put in place. The experimentalist point was explicitly raised by a think-
tank interviewee as being particularly germane, and, in wider academic literatures, proposals for
industrial policy underscores the need for a “trial-and-error” ethos (Rodrik and Sabel, 2019). There
is nevertheless an undeniable tension between trying to steer/direct an innovation system to
produce desired outcomes, and the challenges of marshalling a complex system, which exhibits
varied, often unknown, influences and factors.

4.4 5-year horizon
There are perhaps two ways that the five-year futures point could be treated:

e Projections of how the data, set out above, is likely to play out by 2024/25; e.g. trends for
employment in R&D and patent applications etc.

e What steps need to be taken in the next five years to move toward developing frameworks and
coalitions that will suit the longer mission focus.

Given changes in the wider economy - both Brexit and possible constitutional change for Scotland
- point 1, even with a 5-year view - may simply reveal somewhat of a crude possibility, rather than
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a future of any likelihood. One approach may be to assess the projected impacts of Brexit in
Glasgow (a number can be found in the literature) and draw out/hypothesise implications for
innovation activities more particularly. In broad terms, we would expect to see Glasgow still trailing
Edinburgh in terms of performance indicated in R&D and patent metrics, though whether a catch-
up or further distancing plays out, is hard to predict.

We can also consider the 5-year position from the perspective of what needs to happen in the
next few years for the inclusive growth mission to gain traction within regional innovation policy
approaches. An initial useful step may be to seek a comprehensive overview of how innovation
policy already contributes to inclusive growth. Though only a partial account, interviewees for this
report remarked on areas of existing overlap, noting that steps are made through incubators and
accelerators to support education efforts and promote innovation in schools, amongst other
things. A full survey could usefully explore a wider range of issues, also touching on equalities
matters (such as females in STEM training). With interviewees remarking that the inclusive
innovation agenda suffers from a lack of good evidence at present, such a collation of local actions
and practices would thus reflect a useful first step.

Operationalising the mission is a key consideration and interviewees pointed to a potential gap
between the mission rhetoric and putting a mission into practice that needs to be bridged.
Nevertheless, progress can be made through consideration of the five “key criteria” for missions:
a clear direction; time-bound; ambitious but realistic; cross-disciplinary and cross-sectoral;
multiple bottom-up solutions (Mazzucato and Macfarlane, 2018).

The five principles are applied to our case as follows:

A clear direction: In this context, the direction would concern how we can get those who
have missed out on the benefits of innovation activities (and have not participated in
innovation activities) to, in the future, participate and obtain benefits from innovation activities
in the city-region. Interviewees suggested further granularity, moreover — for example, an
approach targeting the integration of hitherto excluded groups, and a focus on supporting
certain firms that employ large local workforces (with the counterfactual in mind, that if the firm
left or moved, the workforce would suffer).

Targeted, measurable and time bound: Indicators to support a long-term mission for the
city-region innovation system - though they need to be deliberated with stakeholders - could
(hypothetically) look as follows:

e Increase by [ ]% the number of firms spawning from an incubator or accelerator where the
lead of the firm comes, or previously came from a zone in the lowest 15% of the SIMD.

e Increase by [ 1% the number of training programmes related to innovation taken up by
persons residing in an area in the lowest 15% of the SIMD.

e Increase by [ 1% the number of patent applications, from applicants who, at one point,
resided in an area in the lowest 15% of the SIMD.
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Sitting below such indicators, a series of intermediate outcomes or signposts need to be
framed, to give a sense of the direction of travel (we discuss monitoring and evaluation further
below).

Ambitious but realistic: Linking to the “targeted, measurable...” criteria, the outcomes
sought need to set the bar high enough to pose a challenge, but also not so high as to be
unattainable. In framing this, consideration may usefully be given to what levers can be
exercised at a local level, and what requires the support of other orders of government to
support the shift in policy direction.

The “co-creation” called for by Mazzucato, could involve joint public-private initiatives that
provide innovation training to those in deprived communities, for example. Pilot programmes
for grassroots innovation, moreover - similar to the Welsh Government’s foundational
economy challenge fund perhaps - may also be pursued to test the new approach to
innovation policy.

Cross-disciplinary; cross-sectoral: A clear opportunity exists here to think about the role of
social enterprises in the innovation system. Interviewees noted that extant innovation policy
has tended to be an elite undertaking, with little engagement of wider stakeholders.

Multiple bottom-up solutions: This provides scope for each of the local authorities, and
groups within localities, to consider what innovation policies will best support inclusive growth
in their own area. This also gives scope for social enterprise activities to be considered more
centrally within the innovation system. Comments from interviewees that innovation remains
an elite policy design process, lacking a form of public dialogue, gives further basis for what
we may want to move away from.

The literature on missions has evolved to acknowledge that missions will take different
trajectories, depending on the perceived problems and solutions at stake; again, the specific
perspective on innovation for inclusive growth will define this. The term ‘degrees of wickedness’
has been used to reflect this, and it has been noted that “the literature on [mission-oriented
innovation policy] MIP has remained relatively silent on the fact that societal challenges may
fundamentally differ in nature” (Wanzenbdck et al., 2019: 2).

In the following table, Wanzenbdck et al (2019: 14) pose varied approaches depending on the
differential knowledge about problems and solutions, and how that might shape the process
through which a mission is formed.

Table 4.5 — Problem-solution framings; summarised from Wanzenbock et al. (2019)

Diverging views on problem . .
ging P Converging views on problem

Disorientation Problem in search of a solution

Diverging views on solution

Converging views on solution

Solution in search of a problem

Alignment
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It is perhaps likely that we are in the unforgiving top left corner at present. We know inclusive
growth is a challenge; we know, or at least strongly suspect (as interviewees have intimated) that
innovation policy is not linking to it or supporting it effectively; but where do we start?

Given this problem-solution typology, three pathways are suggested to develop mission-oriented
policy (Wanzenbdck et al., 2019: 14-19).

e The problem-led pathway — work through contestation, in terms of a complex problem,
to emerge at a shared vision; this may require the acceptance of a certain problem
framing.

- Inthis context, we may know that a certain migrant group is continually out of reach
of innovation policy. The problem reflects the exclusion and the opportunity,
currently not realised, to better integrate the group into the innovation system. It
may, however, be revealed that many attempts have been made to integrate the
group, and for various reasons, all efforts have fallen short or had limited success.
Further considering the nature of the problem, and the barriers to engagement in
innovation, may be a route forward.

e The solution-led pathway — contribution to a societal challenge is initially unclear; the
innovation may then, over time, match to a societal problem (where this occurs, questions
may emerge about whether the solution provider is trying to influence the problem
definition).

- This example exists where a certain technique or approach — perhaps successfully
deployed elsewhere — searches for a potential local application (or problem). This
could reflect a social enterprise model/approach, but with questions about the best
groups/populations to encourage engagement with, remaining unclear.

e Hybrid policy pathway - “experimentalising with new solutions, while better
understanding the problem ... offers a lot of learning potential”; there are risks, however,
of a lack of “realistic goals or a clear solution path”.

- This middle road solution experiments with both greater problem articulation and
testing the deployment of new solutions. In some local authorities in the city-region,
fertile ground may be provided for the problem pathway; for others, piloting new
solutions may prove to be more advantageous.

The optimal pathway will of course be context dependent, and hinge on the vision of inclusive
growth (that commands political support) decided upon.

To develop the content to fill out the mission, we argue that the Futures Toolkit can be usefully utilised**V. The
toolkit outlines a series or practices to inform policymakers on developing and taking futures positions. Drawn
from this, the following activities may be considered to help develop and specify the mission:
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First, preliminary considerations of “drivers of change” or “axes of uncertainty”, through workshop type fora,
may prove to be use. These help to frame the scenario development process and may be based on a PESTLE
approach.

Following this, scenario work, bringing in multiple stakeholders, in keeping with developing a coalition of the
willing, could be pursued. The steps proposed for scenarios in the foresighting work, are, with appropriate
adaption:

Step 1: Describe what the context is like

Step 2: “Conduct a SWOT Analysis of the policy or strategy issue in the scenario”

Step 3: “Create a timeline of events”

Step 4: “Name the scenario”

Step 5: “Identify the main recommendations and issues for developing policy or strategy”

Following scenarios, “backcasting” may then be deployed in order to trace out how to get to the scenario. As is
noted in the futures toolkit: “Participants work backwards from the future and identify the key steps, events and
decisions that will make it happen”.

4.5 25-year horizon

The 25-year horizon exists less in the realms of what we might expect to see - in terms of
innovation performance - but what policymakers need to push towards achieving (as framed in
the final Government Office for Science foresight work).

The mission approach accords with this perspective and embraces a novel orientation. Indeed,
Mazzucato and Macfarlane (2019: 12) note that whilst traditional market fixing approaches
conceive it to be “possible to estimate reliable future value using discounting”, in a missions
framework the “future is uncertain because of potential for novelty and structural change; [the]
system is characterised by complex behaviour”. This implies, importantly, that the key task is not
to set out a blueprint for the future, but to build capacity to enable considerations of how changes
and ruptures in the future may shape the achievement of an agreed political objective (in our case,
city-region inclusive growth).

Within the mission framework, we can usefully consider a series of stumbling blocks identified in
the literature that will see the mission succeed or founder. Indeed, and adding to the typologies
of structural failure in innovation systems (set out prior), some have pointed to the following forms
of failure as impediments to innovation supporting “transformational” change (Coenen et al (2015:
486), recalling Weber and Rohracher (2012)):

o “Directionality failures: inability to steer innovations towards a particular direction of
transformative change”. This reflects the importance of setting a clear vision which
addresses the question: what does the city-region mean by inclusive growth in terms of
the functions and outputs of the regional innovation system? A political decision and some
further specification are required. In addition, in a city-region context, there are issues of
local capacity to direct. This perhaps underscores the importance of the city-region
building a coalition of the “willing”, involving various tiers of government and related
agencies, so wider levers and powers can be deployed to support the mission. In essence,
the mission is more likely to founder if it is solely a municipal venture.
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e “Demand articulation failures: lack of capacity to understand user needs which inhibits
the uptake of innovations.” There are two considerations here, which reflects a revision of
the mission framework as given in figure 4.6; first, if we treat the grand challenges, such
as Al and ageing as issues to be negotiated in order to achieve inclusive innovation — and
as the mechanism through which new market demands will orient - the question becomes
how you can mobilise a wider population and develop ideas to respond to these
challenges. That is, Al and ageing will impact all of us, but how can we position currently
marginalised groups (those not typically active in the innovation system) to lead and co-
produce responses? Secondly, at a city-region level, we need to consider local demand
separately from demand outwith the city-region. In the former, there is a user benefit,
locally, in providing the innovation; in terms of the latter, this reflects a market development
option for the city-region. Finally, there is a risk consideration: will the grand challenges
shape markets that will have sharper negative consequences for some in the city-region
more than others? What can be done here, as the skills chapter sets out, will be important.

e “Policy coordination failures: absence of coherence between different types of policies.”
This speaks to an important point about the institutional structure to shape the mission;
even if the city-region wants to pursue the mission, do they have control of the levers and
funds to do this? This also points to the importance of building coalitions of the “willing”. If
an agreed mission is desired for the city-region, other governmental and civil society actors
will need to be engaged and enrolled.

At a city-region level, there is also a consideration about what characteristics of the
innovation system may be exhibited in different parts of the city-region (and therefore what
governance responses there should be). If we adopt an inclusive innovation approach with
a focus on the foundational economy, for example, this can be applied from Inverclyde to
North Lanarkshire. If we are taking tech led parts of the innovation system as an ongoing
core concern - but are seeking to encourage engagement from wider groups in these
activities - the spatial settings for these activities may be more limited (in the city centre,
and at a few other locations (such as select business parks)), perhaps. This all points to
developing a common understanding and focus across the local authorities in the city-
region.

o “Reflexivity failures: insufficient monitoring and adjustment of the development towards
transformational change.” The nature of evaluation and monitoring is critical to the mission
approach, and the reflexive, learning by doing ethos emphasised by Mazzucato. As
Mazzucato and Macfarlane (2019:13) state, there is a need for: “Ongoing and reflexive
evaluation of whether system is moving in direction of mission via achievement of
intermediate milestones and user engagement”. Here, the focus should be on looking at
a series of intermediate outcomes, that would signal a move toward (or partial
achievement of) a mission framed with a 25-year horizon.

As interviewees remarked, this would suggest a more expansive approach than simply
looking at “turnover and jobs” (as markers of success of the innovation system). To assist
with the monitoring and evaluation, one approach, as noted above, may be to re-deploy
the innovation scorecard and adjust this to accommodate inclusive growth perspectives.
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In essence, one could place a distributional slant on the metric “SMEs innovating in-house
(% of all SMEs)”, by giving focus to the proportion of SMEs that are based in deprived
areas or who have owners from a deprived background (or where the SME employees
workers from various SIMD deciles etc). Of course, what this suggests is that the statistics
marshalled in the front-end of this chapter will need to be further developed, and added
to, to give the granular spatial perspectives required (and this is likely to be resource
intensive).

Such failures act, in summary, as signposts for mission-oriented policy.

4.6 Grand Challenges

One of the key features of the mission approach is the connection to “grand challenges”, which
reflect the big societal and transformational changes that we, or a population, are confronted with.
The industrial strategy white paper (HM Government, 2017), for example, identifies the following
grand challenges:

Al and data economy
Clean growth

Future of mobility
Ageing society

Figure 4.6 presents a re-working of the Mazzucato approach, whereby instead of a mission sitting
within a single grand challenge (where the mission contributes to achieving the challenge), grand
challenges are framed as issues to embrace or negotiate effectively in order to achieve a mission
In this view, in other words, grand challenges are each conceptualised as both a market
opportunity and a challenge to be negotiated if existing economic activities are to be sustained.

Figure 4.6 — The revised Mazzucato approach

policyscotland.gla.ac.uk 82



https://policyscotland.gla.ac.uk/

Transformational change failures:
Directionality; demand articulation;

policy coordination; reflexivity
(Weber and Rohracher)

Grand challenge

Responding or 4
contributing to grand
challenges

7N I 7\
: 0 —————
\__/

L

&
L4

Sectors or functions in the
economy that constitute the
innovation landscape

Typical (structural) failures:
Infrastructural; institutional;

interaction; capabilities (Woolthuis)

The market opportunity approach is reflected in the West Midlands local industrial strategy, in
terms of “future of mobility” (HM Government, 2019a) and, in the Greater Manchester local
industrial strategy, in terms of “clean growth” (HM Government, 2019b). Here, based on
supporting analysis of the local economic bases, it is argued that assets and competencies reside
in the local economy that can be deployed to support innovation activities in these areas.

The response view of the grand challenges reflects the fact that through changing national or
global economies - and or through various forms of national and UK-wide regulation - the existing
economy in Glasgow will need to be able to respond and adapt to grand challenges. Such
challenges may open up market opportunities, where regulation works to create a market, though,
in many cases perhaps, it will require doing existing things differently. In essence, grand
challenges will, in various forms, pose new requirements/standards on existing city-region
production system.

To understand Glasgow’s position within the grand challenges, intelligence may be usefully
gathered, as a first step, to gauge the nature of the response-opportunity position likely to play
out (this aligns with implementation step 14 suggested by the UCL Commission for Mission-
Oriented Innovation and Industrial Strategy (2019)). This could usefully take the four ground
challenges noted in the industrial strategy as a starting point. As one interviewee remarked, it may
not be plausible or realistic for a local place to confront all of the grand challenges, so some
articulation of what is most important or pressing may be warranted.

On the issue of grand challenges, as seen through the achievement of a particular mission (in our
case, city-region inclusive growth), one interviewee opined that new spaces for stakeholder
engagement can be opened up. Indeed, rather than government fixing narrow market failures or
regulating on a specific matter/concern, a mission approach signals a desired future — “these are
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the big things that we want” - that a number of different parties can work toward and get on board
with.

Grand challenges may also present openings to form institutional channels through which new
modes of cross-governmental and inter-city collaboration can be opened up. The UK industrial
strategy, however, appears to be more intent on pitting places in competition with each other —
as places clamour for a local industrial strategy - rather than thinking about how places can come
together to seek cross-city responses. Global fora coalescing metropolitan and mayoral
responses to climate change, for example, may need to be mimicked/reproduced at a UK wide
level. Such bodies could act as repositories of intelligence to guide responses within regional
innovation systems (whether responding to an opportunity created by a grand challenge or
changing in line with new regulation).

4.7 Summary

The suggested futures approach for the innovation theme can be summarised in the following
diagram:

Figure 4.7 — Futures framing across different time horizons
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Critical to the approach and framework proposed - and to meet the requirements of a mission -
innovation policy is the requirement for more of a social process around it, rather than a narrow
urgency to embrace the next technological solution. Interviewees remarked, indeed, that
innovation policy needs to get beyond what is “shiny” and the notion of the simple technology fix.
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As Nesta have remarked recently: “This means bringing in new players, incentivising those
already in the field to change what they are doing, and getting parts of the system to work together
in new ways”.

A theme in this chapter, furthermore, is that there is a clear need for more detailed and extensive
data to give a view on inclusive innovation (official and administrative sources often are too
limited). Collaboration between the city-region, the Commission and SCRIG may be usefully
pursued to achieve this.

Interviewees mentioned that the desire for futures thinking often meets the limits of policymaking
capacity pretty starkly; particularly for local authorities. This paper aims to provide some thinking
on how existing work on innovation may be directed in a way that supports the city-region’s
objectives related to inclusive growth. Such approaches - where long-term understandings of
innovation change processes will, as one interviewee remarked, be seen as a pre-requisite for
funding (rather than back-filled into existing funding calls) - reflects a key shift in emphasis
signalled through local industrial strategies.

Finally, innovation does not sit in isolation from other interventions in the areas of skills and
infrastructure. For this reason — and for a coherent strategy on city-region economic development
to emerge - the inclusive growth mission for the city-region, may require the links between skills,
innovation and infrastructure to be more clearly articulated to ensure mutual mission support (in
line with Mazzucato’s plea for cross disciplinary and cross sectoral policy coalitions).

Summary points:

e Innovation is scarcely considered in terms of inclusive growth outcomes and is often
regarded as an elite endeavour.

e Grassroots and social innovations seek to broaden the base of innovation active
enterprises, and who is conducting and benefiting from the innovation activity.

e An inclusive innovation mission would require a new approach to city-region strategy
development (or local industrial strategy), with wide-ranging actors/stakeholders involved
in design and monitoring.

¢ Inclusive innovation policy might usefully explore the support given to alternative business
modes, such as social enterprises. This is an area economic development bodies are
already aware of.

e A survey of existing innovation initiatives may be useful to develop a sense of to what
degree inclusive innovation (in various forms) is already taking place.

e Scenarios may be usefully developed to help policymakers work through some of the
(potential) trade-offs involved with directing an inclusive innovation policy (excellence vs
equity etc).

¢ In the city-region context, where policy levers are limited, grand challenges are more
usefully regarded as themes/issues to be negotiated - in order to achieve the inclusive
growth mission through innovation activities - rather than sitting above the mission itself
(as typically framed by Mazzucato).
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Appendix to Chapter 4
City-regional and regional perspectives on innovation systems

Reflecting the emphasis often placed on innovation by policymakers, innovation activities are
widely regarded, in the literature, as a signal of the dynamism of a city’s or a region’s economic
base. On this point, it has been remarked:

“The city-regions that have been successful in some combination of maintaining high
relative per capita incomes and retaining or growing population have done so through
transitions in their economic base. A successful transition is a dynamic of the local
economic base that involves keeping, creating, or attracting activities that are
innovative and entrepreneurial and have high profit margins, skills, and wages ...”
(Storper, 2018: 199).

Setting out the key principles concerning the role of innovation, Asheim et al (2015) points to
innovation having a critical role in moving away from price competition to focusing on how
“knowledge and resources” can be recombined to create higher value. Spawning from this
perspective, a large literature on regional innovation systems has been developed over the last
two decades, and a central feature of this research is to consider: one, knowledge generation
within a region; and, two, knowledge exploitation in a region.

Developing this dualist view, the concept of the “triple helix” spans back a number of decades
now, and refers to the allegedly virtuous relationships between government, industry and
universities. The reasoning here is that innovation requires strong linkages between all three
components because universities and government funded initiatives can be important sources for
new knowledge and IP, so firms need to grasp these developments and develop market
propositions accordingly. The problem with triple helix conceptualisations, however, are that there
is an assumed virtuosity about the three-way connections (Marques et al., 2019). In many weak
regional economies - or low development club areas - the ability of firms and policymakers to
grapple with insights stemming from a university may be very limited (Pugh, 2017). Moreover,
universities may have little to gain from linking with local firms, or the knowledge they generate
may be of little relevance to local actors. Additional possibilities for various forms of rent seeking
loom for policymakers.

The differential capacities for innovation in regions has led to a taxonomy in the literature, and,
analogously — taking a broader view of economic development — some opt to categorise places
according to the “development clubs” they fall within; low, medium or high (lammarino et al.,
2017). In terms of innovation systems in particular, regions with “thick” and “thin” innovation
systems have been pointed to (Trippl et al., 2017). In “organisationally thick” regions, we see
regions that are typically “well endowed with a variety of different industries, a diverse set of strong
research organizations and a diversified support infrastructure”. Additionally, such areas exhibit
multiple support structures that support local interactions, while localised interactions are
animated by external channels of trade and information that support frontier developments. Such
an assemblage of actors and processes support existing growth paths, and, importantly, new
growth paths to emerge. In specialised contexts - such as old industrial regions - such localised
actor relationships and processes may lead to rigidities and disadvantages, however.
“Organisationally thin” regional innovation systems, show, in contrast: “a lack of organizations
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with the required knowledge bases and resources to engage in localised learning processes. In
contrast to thick RISs, they do not have a critical mass in any specific industry, let alone
opportunities to benefit from variety in the regional industrial structure.” The role of external
channels presents threats for thin contexts, as, in many cases, interaction may be based on low
labour costs.

A further way of conceptualising innovation systems relates to notions of “pipelines” and “buzz”
(Bathelt et al., 2004). The former points to the need for local concentrations of activity to be open
and alert to ideas and knowledge coming in from other places. In other words, channels of
connection are important for local firms and workers to keep abreast of new ideas and
developments. Buzz points to the local interactions within the local concentration, with clear links
to agglomeration ideas of knowledge sharing etc (Storper and Venables, 2004). The key point is
that there must be some balance between the two factors to avoid issues of negative lock-in (from
either spatial domain) (Bathelt et al., 2004; Morgan, 2016).

A literature is emerging about the spatial consequences of incremental versus radical innovation,
as well as original versus learned innovation (Lee and Rodrigues-Pose, 2013). “Windows of
locational opportunity”, framed by geographers, is relevant in terms of considering the spatial
consequences of radical innovations. Radical innovation tends to have less discriminatory spatial
requirements, and existing concentrations of activity may even be at a disadvantage (Storper,
2011). In other words, a wide range of places can satisfy the new location window, as labour and
factor considerations are more general at the inception stage of the industry. The notion of related
variety - where an existing sector function translates to a new sector function (knowledge use in
one sector, used by another sector in a similar way, for example) - is more comfortable, perhaps,
with the notion of incremental intervention supporting a regional transformation process.

The varied dynamics, aforementioned, many argue, require context-sensitive policy approaches,
(Trippl et al., 2017). This has been a long running issue in the regional innovation systems
literature that seeks to counter the notion that weak performing regions should seek to mimic
policy approaches exhibited in strong performing regions. It has been noted that: “The reflections
on the weak innovative capacity of different types of problem regions and on possible policy
responses ... may be an important contribution to avoid the pitfalls of an innovation policy
approach drawing its inspiration from ideal type regional innovation systems” Todtling and Trippl
(2005: 1216). Others dismiss the “naive emphasis on benchmarking and imitating from other
successful regions” (Uyarra, 2007).

The importance of innovation to a regional economy has been sketched out in recent studies
which have assessed the resistance of regional systems to shocks. Bristow and Healy (2018) find
that high-performing innovation regions in Europe have shown a stronger ability to withstand and
respond to economic shocks. Furthermore, others have assessed how regions respond to shocks
according to their knowledge base — how regions maintain knowledge creation when confronted
with crisis (Balland et al., 2015). The key finding, based on an assessment of 366 MSAs in the
US, was that cities with a knowledge base related to existing activities were able to withstand and
respond to shocks to a greater degree.

There are many further inflections concerning innovation and its implications for regional contexts,
as well as a myriad of policy initiatives that have sought to support innovation activities. To name
but a few, these policies initiatives include: clusters; smart specialisation; industrial policy;
entrepreneurial ecosystems (more recently).
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CHAPTER 5

INFRASTRUCTURE INVESTMENT, GROWTH AND INCLUSION

Covid-19 will create infrastructure management and provision issues through emergency,
stimulus and recovery phases. Infrastructure underpins all of the activities of households and
firms including how we work, travel, take leisure and live at home. It plays key roles in the
movement of people, and goods, and in bringing them together for collective consumption and
production activities. In consequence, there are already emergency measures regarding safety in
the use of public transit systems, shopping, cultural and other venues (Scottish Government, April
28™ 2020) and in construction activities (Scottish Government, June 11", 2020). In relation to
government stimulus expenditures to raise employment and incomes, infrastructure (including
housing) projects have typically, internationally, played major roles as they have fast and high
multiplier effects on local economies (Ganelli and Tenata, 2016). With interest rates at record low
levels, and likely to remain so for the period to 2025, this is a period when there are strong cases
for major infrastructure investment programmes that support economic, environmental and social
integration aims. An integrated infrastructure programme, similar to the efforts to develop
integrated perspectives on skills and labour market requirements, is urgently needed. Any such
programme should be more than a list of ‘shovel-ready’ projects — it should be geared towards
‘future city-region building’. Although recent years have seen a marked improvement in
infrastructure decision taking in the GCR the persisting problems (identified below) in approaches
to infrastructure planning and provision need to be urgently addressed to cope more effectively
with the Covid-crisis.

5.1 Infrastructure Challenges: Investment and the City-Region Economy

The Glasgow City Region-Deal has created a new focus on the role of infrastructure in the City-
Region economy and the GCR politicians and officials have begun to develop a stronger
understanding of infrastructure investment and the economy. This chapter is intended to highlight
ways in which the GCR, as it develops new capacities, partnerships and institutions, might further
strengthen its understanding of infrastructure-economy relationships and develop policies,
practices and delivery capacities that better inform and integrate infrastructure actions across
different sectors and with spatial planning and land market activities.

The review was constrained by time and resources and, in the absence of much statistical
evidence, it has relied extensively on interviews with officials involved in infrastructure and
planning in the councils of the GCR, Scottish Government, government agencies and the non-
profit sectors. The scale and complexity of the metropolitan infrastructure system is considerable,
and undoubtedly important materials and insights will have been overlooked in this chapter, so
we intend this chapter to be a stimulus to further improvement of the regional infrastructure
system.
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Setting the Review in the Scottish Context.

The conclusions of this Review were approved by the Economic Commission for the Glasgow
City-Region (ECGCR) just as the Scottish Infrastructure Commission published their first-stage
report on infrastructure challenges for Scotland (SIC, 2020). As both reports are likely to feature
in future discussions on strategy for the GCR it is useful to offer a preliminary view on the key
similarities and differences of approach taken. The SIC report took a forward look at Scottish
infrastructure. Its approach, insights and conclusions share important overlaps with the GCR
review described below. It considered a short period, to 2025-26, and a longer period, to 2050,
that largely coincide with the approach of this report. The SIC discussed infrastructure issues at
the scale of Scotland as a whole and although it emphasised the importance of place and place-
making it largely eschewed regional analysis of challenges (though a second SIC report planned
for summer 2020 may well address these issues). It provides an important description of broader
contexts and possibilities but pays less attention than this report does to the actual delivery
processes and problems within the major metropolitan areas so this chapter may provide a useful
local complement. The SIC report also generally adopts a top-down view of policy framings and
solutions, for instance paying little regard to sub-national roles and autonomies in selecting and
financing infrastructure priorities. In that regard, it understates the challenges and potentials of
metropolitan scale actions.

The SIC adopt, appropriately, a wide definition of infrastructure similar to that used here, based
on the definition used in Maclennan and Docherty (2018). However, they also include ‘natural
infrastructure’ within their approach; this review has not, because it was felt the idea is currently
undeveloped and it may further cloud already complex discussions and measurement challenges
(for instance, what is the estimated value of Scotland’s natural infrastructure). It was noted in the
preface that the Glasgow City Region Economic Commission has committed, within the
metropolitan context, to understand better the interaction of economic processes with natural
capital (or the environment) and to highlight the different policy choices and trade-offs that will
have to be recognised and made in order to shift the evolution of the metropolitan economy to a
growth path that is consistent with carbon reduction goals. This review shares the same aspiration
as the SIC of making progress on the multiple goals of the Scottish National Performance
Framework. It differs in that the Economic Commission approach implies a more nuanced bottom-
up understanding of the autonomies and resources of sub-national governments within Scotland,
and how they are effectively aligned with Scottish level concerns.

This review, because the functioning of the metropolitan economy is our major concern, does not
entirely share SIC’s framing of the ‘future challenges’ problem and, in consequence, infrastructure
prioritisation approaches. We agree that it is essential to aim for Net Zero Carbon (NZC), but we
also believe that clarity is required in developing the policy narrative to do so. The SIC stress two
grand challenges must be met, namely NZC and more inclusive growth. The Economic
Commission sees that as at least three major challenges, not two. It involves reducing net carbon,
changing income and wealth distribution outcomes and shaping rates and forms of economic
growth that contribute to NZC and inclusion objectives. Developing parallel, fuzzy rhetorics of
NZC, inclusive growth, a wellbeing economy and rising productivity does not help coherent
policymaking in the GCR. NZC by 2030 or 2040 imposes not just a direction of policy travel but
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a specific quantitative target, namely ZERO. But in getting there what change in income and
wealth distribution can be achieved? What rate of productivity increase will be acceptable, and
how will it be defined and measured as we move beyond GDP measures of economic outputs?

The wellbeing economy will not be the outcome of some new magical thinking about disappearing
resource trade-offs in development processes. It will be defined by its outcomes, namely
achieving the broad range of outcomes the Scottish National Performance Framework requires,
and that achievement will require real clarity in understanding how the social, economic and
political systems at all scales in Scotland, and particularly the metropolitan scale, actually function
and respond to policy measures. Weighing-up costs and benefits (appropriately redefined to
capture socially defined policy goals), seeking productivity gains (getting more for less from
existing resources to best meet all of the goals pursued ) and the allocation of scarce fiscal and
individual resources to meet these goals will matter more and more to Scottish wellbeing. These
activities are the hallmark of an economic perspective for policy development. It is the enlightened
understanding and governance of the economy that will deliver the multiple wellbeings that
Scotland seeks.

It is important that work on the development of the 4" National Planning Framework for Scotland,
currently being undertaken, gets to grips with and informed view of the major economy-society-
environment interactions and trade-offs that city-regions have to deal with rather than impose a
single dominant objective. Likewise, the ongoing work on the review of major transport investment
priorities by Transport Scotland requires not just an informed assessment of how major projects
will impact local economies but also articulate some future intended economic geography of
Scotland that shapes the transport and other infrastructure choices of the Scottish Government.
A recent, published review of the strategic transport options for GCR (Jacobs and Aecom, 2020)
is well informed but illustrates the absence of the metropolitan and Scottish modelling of the
economic drivers and effects of transport decisions.

This review for the Economic Commission, serving as a critical friend for the GCR, recognises the
need for much more detailed understanding of the possibilities facing the GCR. The SIC have yet
to help Scottish local authorities understand where the Scottish economy is more likely to develop
in the decades ahead, namely where the Scottish Government might make its infrastructure
interventions. Answering the question of ‘what this place is for a decade ahead’ requires a new
recursive top-down and bottom-up dialogue between Holyrood and Scotland’s sub-national
governments. That process might be helped by adopting a ‘mission’ framework to infrastructure
investment suggested in this metropolitan level analysis. Indeed, the conceptual framing caveats
noted above excepted, the detailed review of how infrastructure systems plan and operate in the
GCR, might form a useful input into how the SIC moves from its grand vision to credible mission
framing for Scottish infrastructure.

Shaping the Review

The review of infrastructure in the GCR is set out below. A definition of infrastructure is developed
in Section 2. Section 3 considers how economic evidence for infrastructure policy and strategy
has been developed and used in GCR. It concludes that there is further scope for economic
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analyses of infrastructure drivers and outcomes to underpin a coherent overall infrastructure
investment strategy for GCR. Section 4 offers a bottom-up framework for constructing economic
narratives for linking infrastructure outcomes to growth, inclusion and other key missions. This is
applied first, in Section 5, to overall GCR economic and spatial planning strategies, then to specific
infrastructure sectors in Section 6 and outlines current mission for sectors and future challenges
and that infrastructure officials and providers in the GCR perceive as important. Although much
of the commentary in the chapter focusses upon how infrastructure decisions are made within the
GCR, thus providing a perspective largely missing from the SIC review, Section 7 then illustrates
how sectoral (sub-) missions need to be better developed and integrated in ‘readiness’ for
achieving key long-term missions.

The following table pulls out some of the key sectoral considerations that are noted later in the

report:

Table 5.1 — Summary of infrastructure themes

Transport

Digital

Housing

Major trends we can
observe now

Car dependency in a
context of urgent needs to
reduce carbon emissions

An opportunity, but
potential gaps in realising
this

Seen as a positive
attribute offering relative
price stability

Current issues and
challenges

Challenges with bus
services

Institutional complexities
Infrastructure to
encourage shifts to
sustainable choices

Questions about local
policy capabilities to
progress the agenda
Moving from pilot to roll
out

Urgent need to improve
energy standards of older
tenemental housing and
new development too
Committed development
pipelines could be firmed
up and carbon footprints
reduced

Diminishing rates of young
home ownership

Future issues and
challenges

A major push toward
active travel and public
transport required

A potential to take forward
some Connectivity
Commission
recommendations

Mono or polycentric
futures for the city-region?
Applying net zero/carbon
considerations

How will Al change
resident and commercial
behaviours?
Opportunities for
engagement with
universities

Understanding the impacts
of the private rental and
short-term renting markets
Constraints on the
construction sector

Land availability patterns

Next steps for
mission
development

Assess the regional
implications of the updated
National Transport
Strategy to consider new
priorities

Consider relationships with
UKRI amongst others to
help build capacity

Use scenario development
to consider different city-
region possibilities through
digital

Shaping, and Aligning
with, Scottish government
vision for Housing in 2040
Doing more to meet
carbon reduction, inclusion
and productivity goals with
limited public resource
support
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5.2 What is Infrastructure?

A Fragmented System?

Municipal governments and metropolitan authorities in the UK have historically had
responsibilities and competences in delivering and financing infrastructure. Historically, it was
municipal authorities, with vision, drive and resources, who built the Loch Katrine reservoir and
linked it to Glasgow, fashioned the Underground, built the Jamaica St Bridge and created the
1901 and 1938 exhibitions and the Kelvingrove Art Galleries.

After 1945, a well-developed system of centrally supported public investment, with local
authorities still leading local change and supported by the Scottish Office, built Scotland’s new
towns, the peripheral estates, the Clyde Tunnel, the M8 and much of the existing infrastructure of
the GCR from 1950 to 1980. Though there have been instances in the past of wasted investment
in the GCR and questions about the quality and cost of some outcomes (Maclennan and Gibb,
1991), a well-defined infrastructure provision system existed and worked effectively. The Scottish
Office supported capital spending with specific grants, municipal authorities drew up plans based
on ‘needs’ and secured land, often through compulsory purchase, and then borrowed from the
Public Works Loan Board to deliver development with most assets remaining in public ownership.
This was a system in which socially determined needs and engineering conceptions of
infrastructure effectiveness dominated strategy with economic analysis playing minor roles and
scant robust attention paid to raising productivity (Maclennan, 2017).

These points are not made to defend or critique that obviously public-municipal system but simply
to emphasise that, at least, a coherent system did exist. Changes in the emphasis of how
governments, and others, design and deliver infrastructure and housing since the mid-1980’s
have undermined that system:

e Public resources for capital expenditures have been significantly curtailed over three
decades, and sometimes replaced with privately sourced finance.

e Major (transport) infrastructure spending in the GCR, housing excepted, fared badly until
2007 when the Scottish government made some major commitments to road and rail
investments in the GCR (the M74, M80 and the M8 all received major investment and
regional railway investment increased and the Glasgow-Edinburgh line allocated
significant investment for improvement)

e City Deals have thrived amidst a period of constrained public capital investment.

e Compulsory purchase powers, often essential for orderly, efficient urban economic
development moved to the bottom of the tool chest for Scottish urban policies.

e For decades infrastructure investment has been often more clearly linked to ‘service’ and
‘needs’ targets (and on addressing political and geographical constituencies) rather than
raising productivity.

e The senior staffing capacities of municipal officials or agency experts to analyse, plan and
design economy supporting investments has fallen, particularly sharply since ‘austerity’
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effects after 2008 (RTPI, 2019): real spending by Scottish planning authorities has fallen
by 41 percent in that period and employment of planners by a quarter

e Strathclyde region came and went, with its city-region wide focus, and significant local
economic expertise and major projects and planning capabilities were not replaced

e Scottish Homes rose and fell and its capacity to analyse housing market change, and
make housing and economy connections, went with it.

e Scottish Enterprise reduced its focus on regeneration, land and infrastructure after 1990;
in 2000 the business-led Local Enterprise Boards it sponsored became wholly owned
subsidiaries and in 2008 they were wound up.

e The introduction of new emphases on economic development in the Scottish
Government’'s modernisation of planning services has led to disquiet and high job
dissatisfaction rates on the part of senior planners in the Glasgow city region (Jackson,
2019)

These observations are made not as a nostalgic call to reclaim old policy tools or re-invent layers
of government and abolished agencies, nor indeed to critique the aim of modernising Scottish
town planning. Rather, the intention is to emphasise that the system they comprised has not been
replaced. Its considerable capacities have not been recreated or redeployed within Scotland’s
systems for creating effective places.

These points about the ‘big policy’ settings for infrastructure and planning that are largely imposed
on GCR, and other Scottish City Regions, by national governments are made at the start of this
discussion because they highlight that GCR must work within an unclear and fragmented
framework for sub-national infrastructure thinking and policy. Interviews with officials across a
range of infrastructure sectors in the GCR suggest that they, and the politicians they support, are
now required to guide efficient delivery while confronting technical and support capacity
challenges that raise questions about how options can be systematically assessed and how
robust strategic visions and investment plans can be developed.

A new framework for infrastructure strategy in the GCR is needed and this starts with a definition
of what infrastructure is.

Modern Meanings of Infrastructure

What is now meant by infrastructure? There is a longstanding perception of ‘infrastructure
investment’ as comprising fixed public capital investment plus, in some definitions, investment in
the production capacities and distribution networks of public utilities. Over the last fifty years that
definition has both broadened and become more complex (Gramlich,1994; Maclennan and
Docherty, 2018). Private provision of what had been previously purely public investment in
schools, hospitals, regional rail and other services has encouraged inclusion of privately-owned
and non-profit capital spending on such services within infrastructure expenditures. Investment in
real estate for offices and retailing and private leisure buildings as well public leisure facilities
could fall into a broader definition of economic infrastructure. Equally, strong cases to include both
market and non-market housing as essential forms of economic infrastructure have been made
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(Maclennan et al, 2015). Networks of connection essential to households and firms include not
just gas, electricity and water and sewerage but cabling, and other infrastructure, for television
and fast high-quality broadband. These provisions are now made by public, non-profit and private
investors and service providers. They involve provision by, at local scales, both by natural near-
monopolies and highly competitive provision sectors.

The SIC (2020) report suggests the inclusion of ‘natural’ infrastructure in definitions and
assessments of national and local infrastructure. For instance, some forms of river systems
facilitate drainage of floodwaters better than others in designing flood control. Whilst we recognise
the imperative, as noted in the introduction, of including the use of natural capital in the
metropolitan economy, the definition of infrastructure used here does not include ‘natural
infrastructure as in our view its practical meaning and measurement remains unclear. This may
change in the future.

Infrastructure is, then, the capital investment that creates and connects structures in the built
environment. It has key features that lead to difficulties in shaping effective public policies
(Maclennan, 2017). Infrastructure is:

e Durable, so that major investments in homes, roads, sewers, bridges made today will have
roles to play not just 25 years from now, but 50 and 100 years on; aside from the obvious
importance of effective maintenance strategies (which are not considered in this chapter)
that durability brings the future and uncertainty into current decision taking, so that
expected temperature changes and sea-level rises predicted for 2050 need to be factored
into where, how and when roads, homes and other infrastructures are built; the future has,
in effect, arrived in GCR decisions.

e Complex in its effects, so that investment in roads, for example, has a wide range of local
and non-local, current and future effects on firms and households (and these will always
be difficult to identify).

¢ Complementary investment in one infrastructure sector will have effects on outcomes that
will be shaped by other investments and services, so that the effects of single sector
actions will be difficult to disentangle: the society and economy do not sort and separate
effects to fit with the data requirements of sectoral silos of provision.

o Geographically Fixed in Place; once pipes, fibre, bricks and concrete are set in the ground
they cannot be relocated if demands and needs shift; so, compared to government
investments in activities that are mobile (for example, the skills embedded in potentially
mobile workers), there is a significant spatial as well as temporal risk in infrastructure
investments.

These fundamental economic features of infrastructures imply key roles for government, and
especially metropolitan level governments, whose focus must be on place issues. Individual
infrastructure projects must be linked to and aligned with other investments and other services
and private choices to attain policy (or mission) goals. Infrastructure planning, given private
provision interests, can no longer be driven solely by government demands/needs, finance,
planning and provision but also requires comprehensive cross-sectoral understanding of the
infrastructure intentions, investments and impacts of other sector providers. The role of
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government is no longer as a monopoly provider of infrastructure capital for public services and
structures; it has critical roles as planner, enabler and coordinator of different infrastructures that,
along with public services and private choices, shape the outcomes households, firms and
communities demand and need. Futures for infrastructure policy must critically consider the local
capacities and knowledges that exist, and can be enrolled, to pursue such roles.

These observations on the inherent nature of infrastructure, its variety, the need for linked
‘packages’, the inevitable spatially fixed land market location of investment, the profusion of
spillovers and externalities, all emphasise the complexity of how infrastructure needs, demands
and provision might have to evolve to meet key ‘missions’. But do we have a firm understanding
and strong evidence base to make informed infrastructure choices in the GCR?

5.3 Firm Economic Foundations?

Impossible Econometric Estimates?

The focus of this chapter is exploring the roles that investment in infrastructure has, and will have
in the future, in reducing the difficulties, and securing the opportunities facing households,
communities and firms in the Glasgow City Region. Typically, economic analysis at national
scales (Aschauer, 1989; Bonaglia et al, 2000; Button, 2002) has focussed on top-down,
macroeconomic estimates of the (significant) extent to which infrastructure investment raises
growth and productivity. Advances in economics modelling have questioned the robustness and
interpretation of these national estimates (Scottish Executive, 2007; Baldwin and Dixon, 2008;
Straube, 2008; Thoung, Tyler and Beaven, 2015; Maclennan and Docherty, 2018; FAI, 2020).

Some governments having continued using these now ‘old’ arguments to justify infrastructure
programmes (for instance, the US Treasury as late as 2015). Others have become more sceptical,
subsequent to ‘evidence reviews’ that concluded no clear relationships are now apparent between
overall infrastructure investment and national economic growth (Scottish Executive, 2007,
Maclennan et al., for Government of Canada, 2008). The recent review of similar material for the
Scottish Infrastructure Commission by the Fraser of Allander Institute reached the same
conclusion. Since the early 2000’s most economic commentators have concluded that both ex
ante and ex post evaluations of infrastructure investments only made sense at the local spatial
scales (whilst allowing for spatial spillover and displacement effects to other locations) for which
projects were designed and implemented, most commonly metropolitan areas and regions
(Haughwot, 2007; MacDonald,2010; Thoung et al (2015) Maclennan and Docherty, 2017)).

Some sub-national governments have developed better specified estimates of infrastructure
effects on economies at regional/metropolitan economies (the province of Ontario provides a
useful example of what can be done, see MacDonald, 2010). Often the nature of local economic
data makes econometric modelling difficult or impossible and few regions and metropolitan
economies undertake rigorous work of this kind. As noted in Maclennan (2017) and reaffirmed in
FAI (2020) there are no published econometric estimates of infrastructure productivity effects for
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Scotland and no robust modelling of metropolitan economic change over time (Maclennan, 2017).
Noting this omission is not a criticism of GCR, nor indeed the Scottish Government but it
emphasises that no level of government in the UK has credible models of overall infrastructure
effects on metropolitan and regional economies. GCR is currently working on developing a
Regional Economic model (based on computable general equilibrium approaches) that could
produce some useful estimates of economy wide employment, income and productivity effects of
particular investments and is also working to update the SITLUM model. Neither modelling
approach will, however, adequately allow for the transformative effects of large-scale investments
on the supply side and spatial structures of the metropolitan economy. It is hoped that richer
dynamic models could be developed in the longer term.

Sectoral studies using similar econometric and other approaches, such as the LUTI model, have
been largely confined to the transport sector. In contrast, the development of market analysis for
estimating housing needs and demands has long stopped short of formal econometric modelling
because of concerns about the adequacy of the data available. The Scottish Infrastructure
Commission have called for a Scotland-wide modelling of housing supply and demand by 2023
but there are, across the OECD economies, few existing examples of formal metropolitan housing
demand estimation (the only GCR relevant example was the work of Meen and Gibb (2001))
though CMHC, the Canadian national housing agency, have been working with the Vancouver
metropolitan area to develop innovative approaches in housing system modelling). An actual
application of a CGE model to a metropolitan housing system can be found, for Sydney in 2016,
in Maclennan et al (2019).

The What Works Centre’s review (CLEG, 2015) of growth effects from transport infrastructure
arrives at the uncomfortable conclusion that whilst myriad ex-ante appraisals suggest transport
will have a transformative effect on local economic change, evidence from ex-post assessments
are both limited and more circumspect in terms of the positive effects resulting. The difficulty in
clearly attributing direct causal change to such investments and of appropriately capturing the
complementarity, spillover and displacement effects (earlier noted as ‘fundamentals’ of
infrastructure) reflects a complex set of matters matter that evaluators are still trying to overcome.
Academic research on the competitiveness of cities in the UK, after an earlier emphasis on skills,
innovation and business investment, has emphasised that infrastructure investment can be a
maijor ‘foundation’ for city economic change (see for instance Parkinson et al 2004; OECD, 2006).
However, these claims are seldom based on empirical economic research.

The important question for this review is whether there are ‘firm foundations’ for present
infrastructure decisions and strategies in the GCR or whether they need to be strengthened if it
is to be equipped to make better infrastructure decisions for the longer term. The existence of
significant gaps in economic thinking in the planning, prioritisation and provision of infrastructure
in UK cities became apparent in the development of city-deal policies by UK and Scottish
governments and this has prompted efforts to improve analysis, modelling and evaluation. City
deal programmes of investment are still in the early stages of delivery and the Gateway Review
1 assessment by the National Evaluation Panel (SQW) of the first wave of city deals represents
the best of the state of the art currently possible within the UK. However, there remains serious
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limitations on the assessment of the economic outcomes of infrastructure investment at UK,
Scottish and GCR scales and its roles in urban transformations.

This results in the inconvenient paradox that economics research has been conducted at national
scales but is now largely discredited for policymaking purposes, while at regional-metropolitan
scales, where effects might be identifiable, there has been limited empirical research (outside of
a narrow focus on transport economics) that would inform how infrastructure investments of
particular types, scales and mixes impact urban development and redevelopment processes. The
difficulties in capturing the economic effects of infrastructure plans have been noted by the
National Audit Office (NAO, 2013). The significant gaps that existed between economic policy
rhetoric and reality in Scottish cities prior to the development of city deals is explored in Maclennan
and Miao (2019). However, GCR, and other UK city-regions, may now be on a journey to make
better informed policy approaches.

Wider commentaries on city deals by the NAO (2015), Audit Scotland (2020) and the ongoing
SQW evaluation have suggested that the information and analysis capabilities for decision taking
seem to be improving. The documents examined and the interviews pursued in this review also
suggest improved infrastructure investment decision processes in the GCR. But, as these are
early days for estimating city deal effects, reviews have not had access to an evidence base of
wider and longer-run economic effects of infrastructure on city growth. There is not yet, as the
SIC report demonstrates, a comprehensive, econometrically informed evidence base to underpin
infrastructure investment, not just in GCR but across the regions of Scotland and the UK (or
indeed across the metropolitan areas of the OECD). We need, for now, to look to some other
bases for economic advice in infrastructure decision taking.

Plausible Policy Narratives

In funding UK city deals, senior civil servants recognised, notwithstanding a sustained Treasury
advocacy of Green and Magenta Book thinking to drive up the economic content of infrastructure
strategies, that what mattered was the ability of a city-region to tell a plausible economic story
about how the projected infrastructure investments would help promote growth. Constructing
plausible infrastructure policy narratives matter a great deal for the GCR. It needs to have a clear
understanding of the principles, aims and assumptions of the narrative that underpin present
infrastructure investments that lie outside the City Deal. Even more importantly, as the City Deal
investment wave peaks and national policy interests move on to a wider set of concerns in the
‘industrial strategy’ framing for sub-national economic policies, then more and new strands of the
narrative will become important.

As officials deliver the infrastructure based GCR city-deal, and revise the Regional Economic
Strategy to 2025, they immediately must take account of: already signalled strategy revisions in
Scottish transport priorities and programmes, with the new Scottish Transport Strategy,
Infrastructure Investment Priorities statement and National Planning Framework 4 all due within
two years; new regulations related to environmental change and social care provision for an
ageing population; and, of course, changes in capital allocations to local governments. They will
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also have to quickly outline new narratives about skills, innovation and infrastructure to underpin
competitive bids for resource support from whatever new policy framing of regional policies or
town deals and ‘industrial strategy’ emanates from Westminster’s shaping of the new ‘Shared
Prosperity Fund, and cope with how such change is mediated by the Scottish Government. If
successful these bids will, of course, necessitate fast reworking of plans currently being carefully
crafted.

These shorter-term policy formation and resource bidding requirements are formidable
challenges for setting metropolitan economic and infrastructure strategies for the next five years.
However, to understand the scale of the ‘thinking challenge’ now facing the GCR it must be
recognised, as noted above in reflecting on the SIC report, that more than ever before, politicians
and officials are being required to embrace the longer future as the Scottish Government sets a
target to achieve a net zero carbon Scotland by 2040.

No government, at any level, in the UK is currently well placed to offer a coherent, economically
informed infrastructure strategy or narrative for moving through the next five years into the longer
future, although the author’s discussions with officials and leaders in Greater Manchester and the
West Midlands suggest that these metropolitan areas are putting arrangements in place that will
enhance their strategic decision capacities. In the GCR, as in city regions throughout the UK,
politicians must recreate their places and put in place long-lasting infrastructures that will be future
proofed for the coming challenges. GCR requires, at hand, a strong understanding and clear
narrative of how the city-region infrastructure system performs, how it needs to be improved and
extended and the consequences for the economy, society and the environment. That is, GCR
needs an understanding of how infrastructure contributes to the progress, now and in the future,
of missions to meet the Grand Challenges facing the city-region. While these challenges cannot
be taken lightly, we may draw some encouragement from the fact that, as well as councils, bodies
of various kinds — from SPT to housing associations — offer expertise to help respond to them
(even in the face of straightening financial contexts)

What Critical Friends Might Say

Developing an explicit, integrated infrastructure investment strategy and associated financing
plan for the GCR — one that articulates clear links to economic change, either as cause or effect,
and takes a long view about sectoral and spatial investment patterns required - remains a
challenge. There is, arguably, currently no firm analytical and empirical foundations for an overall
infrastructure-economy strategy in the city region. GCR’s own recognition of the need to improve
the evidence basis for infrastructure strategies is reflected in the city-region’s laudable intention
to now develop a Strategic Investment Plan within its Regional Economic Strategy Action Plan.
There may be meritin the GCR, the Regional Economic Partnership and the SIC working together
in framing that strategy: it is important that the SIC develops a Scotland-wide strategy that involves
the city-regions and the testing of new methodologies and measures for making investment
strategies could be usefully pursued in partnership with GCR. The analytical resources the SIC
call for should be shared with the GCR and like entities.
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A reading of GCR plans, the literature of others involved in the city-region, and limited research
on economic drivers and consequences of infrastructure investments suggests there is currently
a weak evidence base for infrastructure in regional policymaking. There has been a considerable,
and understandable, local focus on the GCR City Deal and the strategic delivery of the Deal’s
Regional Infrastructure Fund. Infrastructure investment impacts on the economy lie at the core
of the City Deal and these interests have begun to shape relevant structures and competences
within the GCR. However, it is arguable that concerns with infrastructure attract relatively little
attention within the Regional Strategic Assessment, do not sit at the core of the thinking of Scottish
Enterprise, and as yet do not take centre-stage in the Regional Economic Partnership. Equally
the SIC report, despite an emphasis on ‘place’, says little about the infrastructure needs and
economic prospects of Scotland’s major places. GCR officials interviewed for this review also
indicated that, in their opinion, the SFT has paid insufficient attention to their regional
infrastructure issues. That is, the infrastructure thinking required to meet Grand Challenges has
not yet permeated key strategy documents and debates for the immediate future let alone the
longer term.

The interviews undertaken for this review lead to a conclusion that there is scope to improve cross
sectoral engagement across infrastructure sectors, and we are mindful GCR officials are now
leading important cross-sectoral conversations and fora. This may help to integrate
considerations of how the metropolitan real estate sectors and land markets function within the
economy, for example. Taking this approach offers the potential to develop a more cohesive and
widespread understanding of the role of infrastructure in supporting the city-region economy.
Many officials share that sentiment. These sentences above are not a reflection on their
commitments and capabilities. The difficulty is that the relentless attrition of research, policy
design and planning capabilities in GCR over the last 30 years has left policymakers with few
tools to strengthen the foundations of the infrastructure policy narrative.

That view was widely expressed by officials working within the councils comprising the GCR, it
was supported by officials in other public bodies, it is reaffirmed by figures on staff numbers in
planning and local economic development reported, respectively, by the RTPI (2019) and EDAS.
It is also obviously apparent to researchers involved in this review that have worked in the
metropolitan region over the last thirty years. GCR wide, capacity to inform infrastructure
decisions that is already stretched to deal with more normal times is struggling to cope with a
growing pace of change and a lengthening interest in policy horizons.

This review, stemming from the Commission’s stance as a critical friend, had neither the
resources nor remit to deliver a strategy. However, it can usefully make observations and pose
guestions that could assist a better infrastructure-economy understanding to emerge and a re-
engineering, aligned to a ‘missions’ perspective, of how GCR develops and uses a convincing
infrastructure narrative. The structure of such an approach to forming and assessing infrastructure
investment is set out below as a basis for further discussion with GCR officials and investment
partners.
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5.4 Changing the Perspective.

Clarity of Mission and Infrastructure

Interpretation, and criticism, of what follows below, is clearer if in addition to having defined
‘infrastructure’, its roles in supporting Missions to meet the ‘Grand Challenges’ is articulated. This
review sees the role of the GCR in shaping future infrastructure provision is to ‘Create and
Connect the Places so that they will effectively meet the needs and diverse demands of
households and firms in ways that best achieve the key Missions pursued by GCR’. From that it
is immediately apparent that infrastructure provision is not itself a ‘Mission’ but a key Sub-Mission
that has a complex sectoral structure and a wide range of significant, often difficult to identify,
effects on core economic, environmental and social Missions pursued. Top-down estimates of
infrastructure impacts on GVA don’'t quite meet the required evidence base or approach to
developing an understanding of how to justify and deliver such a Sub-Mission. Can we offer a
clearer, if more complex story?

Integrating Disconnected Policy Narratives and Practices

This review discards conventional economic investment to productivity narratives that may appear
in some ex-ante infrastructure appraisals. There are well known limitations of such an approach,
especially given the problems of tracking impacts from specific investments across wider
geographies and into the longer term. Leaving out these effects may lead to either overestimates
or underestimates of the impacts of investments and their transformative capacities into the future.
The Economic Commission, perhaps working with the SIC, could usefully provide a review paper
of the details of potentially better approaches.

These potential underestimates of effects remain a challenge in selecting infrastructure
investments for the city-region. However, it is not that inherent limitation that leads to the different
approach being used here. Rather, by using a ‘bottom-up’ approach to considering the analysis
and policy logic chains that connect features of an infrastructure investment to desired policy
outcomes, the ‘black box’ that lies at the heart of much economic thinking for transport, housing
and social infrastructure can be opened and understood.

Making Better Connections

The conventional approach to infrastructure policy making divides overall investments into
sectoral and area ‘chunks’. That leads to, first, un-integrated analyses of the needs for action,
and, then, fragmented planning, analysis, financing and delivery of the investments needed for
change.
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Identifying Investment Problems

The consequences of the sectoral structuring of infrastructure policies are well illustrated by
important interactions between housing and transport infrastructures that are typically overlooked
in metropolitan policy making. In recent decades, in many metropolitan areas, younger
households, in order to make home-ownership affordable, have moved further away from the city-
centre and increased their work commuting times and costs, with consequentially increased
travel-related greenhouse gas and other pollutants, and, possibly, made the operation of the
metropolitan labour market less efficient by curtailing agglomeration economy benefits
(Maclennan and Miao, 2019). Such outcomes increase inequalities in household incomes
available after housing and travel costs are deducted, reduce labour productivity and exacerbate
the ‘climate emergency’. They are, however, often missed in separate housing and transport
sectoral assessments (there is a case, arguably, that housing and transport infrastructures for the
future GCR should never be made separately).

This review found that, in the GCR, infrastructure policymaking remains segmented, and in
several different ways. Different sectors, transport, housing, broadband, water, social
infrastructure develop analyses, form plans, and evolve ‘decision cultures’ in different, sometimes
mutually exclusive ways. There are significant, partial and non-economic comments on important
areas of infrastructure provision that do exist within single sectors but that need to be urgently
conjoined. GCR has recognised the importance of such future integration and intends to pursue
such an approach in its forthcoming joint Regional Economic Strategy work with the Scottish
Government. Clydeplan, which strives to integrate different sectoral insights, sets out important
framings for spatial economic change without, often, strong links to economic evidence or
economic impacts.

Sectors of infrastructure, such as transport do have important vision and mission statements, at
least for Glasgow and its immediate environs. The Housing Need and Demand Assessments
(HNDAs) for housing investment across the GCR similarly make significant statements but they
are largely driven by demographics rather than economics and whilst making important
statements for meeting housing needs and are key to inclusion. Missions are not well connected
to arguments about GCR economic growth and productivity. The Scottish Government have
recently proposed to centralise the preparation of HONDA’s back to themselves and this may
further damage local thinking capacity informing strategic housing and infrastructure investment
(as well as expose the exercise to the risk of unilateral decisions to cut future analytical and data
supports). In effect, for transport, housing, planning and other investment sectors the GCR has
inherited a patchwork of infrastructure analyses and decision-taking, fragmented by sector, local
authority (and quango) boundaries and multiple intellectual and practitioner perspectives that has,
at best, modest economic content.

Fragmented Financing

Similar comments could be made in relation to finance for sector specific investments. It is usually
decided, held separately and programmed differently in different departmental and agency
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‘pockets’ within GCR and of course has to be aligned with the differently driven investment
decisions of private providers on infrastructure. This is particularly important when integrated
investment provision is required to develop new places and to renew older areas. The spatial
development plans provided by the GCR, as is the approach in planning across the UK, are not
‘funded’. They set out land use regulations and place purposes, but they do not include a financial
plan or sequenced investment statement required of government and private investors to deliver
what has been designed. Globally, metropolitan areas and large cities such as Sydney and
Vancouver that we talked to in the process of preparing this review are rethinking this separation
of spatial and investment planning, as doing one without the other makes little sense in seeking
effective delivery. This sentiment is also echoed in the SIC’s call for an integrated ‘infrastructure’
first approach for Scotland.

Unlinking Planning, Land Markets and the Economy

Recognising the close connections between infrastructure investment plans and spatial planning
is imperative as the latter is tasked, implicitly or explicitly, with Integrating different sectoral
investments, and services, at the most appropriate Mission-serving locations. Infrastructure
investment is, by definition, fixed in place. This has two important implications. The first is that
investment in infrastructure, unlike investment in human capital, cannot be relocated if it somehow
fails and becomes surplus to requirements. That spatial fixity makes infrastructure investment
inherently riskier and payoffs more uncertain than many forms of expenditure. This in turn means
that substantial effort must be made to carefully and systematically think through cases for
investment and, equally importantly, how to mitigate the consequences should the investment be
misplaced.

The second is that just as homes and neighbourhoods are always inevitable combined choices
and products, so too infrastructure must be grounded or embedded on, or below, or above land.
That is, land market influences have to be considered jointly with infrastructure in understanding
the supply side of ‘places’ and structures that serve economic objectives. Equally the creative,
potentially growth-leading roles of well-crafted infrastructure mixes need to be recognised along
with the externality or spillover effects to adjacent locations that raise productivity and, often, land
values in these localities too.

Within the GCR, as reflected in Clydeplan and the Regional Economic Strategy, there is an
emphasis on the creation of ‘places’ to meet complex goals. To effect change, carefully linked
packages of different infrastructures are required, and they need to be delivered synchronously.
That worthwhile emphasis on better ‘place’ production will simply remain as policy rhetoric unless
there is a renewed competence to link infrastructure, economic outcomes and place planning.
Further disconnections matter. The linkage of investments to the provision of appropriate services
for households and firms will shape how and whether they are productive. Roads without
appropriate bus services and homes without efficient and climate sensitive heating services make
the point. New thinking about future service provision structures in some of the larger Combined
Authorities in the north of England such as Leeds and Newcastle, where it is being closely
connected to infrastructure thinking, provide useful lessons for GCR.
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The need to understand these infrastructure connections is, usually, assumed away in how
infrastructure sectors make their ‘economic’ estimates to feed future investment plans. That
fragmented approach, and the disjuncture between investment plans and spatial plans does not
sit well with the ‘Mission’ approach. Missions require, despite uncertainties, to better understand
and manage complexities and connections between different sectors and places in order to
deliver complex, related responses to, often, multiple grand challenges. In summary, the
infrastructure investments that the GCR makes to move its chosen missions forward need to be
viewed together rather than in fragmented sectoral lumps, they need to be thoughtfully ‘placed’
and ‘grounded’ in the land market and they need to be appropriately ‘served’. Sub-Missions for
infrastructure need to be developed and integrated.

Coordinated Steps in Moving Forwards: Making Connections.

A provisional route-map to framing these questions is developed below. At the ‘grand challenge
level’ it has been assumed that the 5 grand challenges outlined in Chapter 1 can be met by a
series of missions that collectively aim to maximise the wellbeing of residents in the GCR over
the medium term, to 2025 and into the long-term of 2050. Given the political as well as market
preferences of GCR residents, these missions involve meeting goals for growth in incomes along
with fairness and inclusion, quality of life and the environment. These missions will involve a range
of investments, taxes, regulations and other policy measures designed to make ‘the best first
moves’ and the best, after monitoring, ‘next steps’. Some of these measures will be aimed at
households and firms without reference to specific localities (they are GCR wide) but many will
also relate to investments and activities that are grounded or located. Infrastructure projects will
predominantly shape mission outcomes by operating in particular places or connecting different
places. They will invariably act in conjunction with other infrastructures and policy investments as
well as related services to deliver required place outcomes. These place outcomes then influence
mission outcomes through the behaviours of households and firms.

This approach clarifies the chain of effects that need to be understood, opening up the analysis
and planning process in a way concealed by the ‘black box’ productivity estimates approach.
Policy narratives must then explain what is known of how investment in infrastructure type A
requires combined provision with an element of infrastructure type B and services S1 and S2 to
produce required benefits (and more widely defined productivity gains) for residents in a chosen
location or neighbourhood. At the initial phases of policy, action is driven not by ‘frail forecasts’
but by agreeing, with long run uncertainty and goals in mind, the best possible first steps for
action. The links between these actions and outcomes are understood through logic chains that
relate these actions forward to achieving grand challenges and backwards, through a well-defined
logic chain to specific policy actions. Policy actions should involve leadership and engagement
as well as investment and regulation. Effective monitoring of progress leads to frequent feedback
to revise policy decisions and or logic chains (learning by doing).

Infrastructure investment, not least because of lags in effects and spatial spillovers, involves quite
complex logic chains and mapping to mission outcomes. The detailed focus here is on economic
consequences of infrastructure investments but connections to social, inclusion and
environmental effects and their associated missions also require consideration. All economic
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actions have an income and productivity (GVA) effect and a spatial pattern, but they almost
invariably also have distributional and inclusion effects and impact the use and consumption of
natural capital that condition future economic development. These connections will have to be
explored in further work.

There needs to be an urgent recognition that if the GCR is to deliver future missions that, as GCR
economic and planning strategies recognise, create effective places (or different mixes of users
that there will be in or could be attracted to in different places) simultaneous planning of
infrastructure spending is required. There can be no effective ‘place creation’ strategy without
some coherent spatial planning and that spatial planning means nothing unless it is accompanied
by, or serves, a localised infrastructure investment strategy (see above). What do we want, where
shall we put it and how much will it cost? These are questions that need to simultaneously and
not, as at present, be sequentially addressed?

Professionals now know that it makes little sense to plan housing, energy and transport, and even
digital investments, without exploring connections and multiple mission effects. After the policy
narrative is developed, as indicated above, for a specific infrastructure sector, it must then be
cross-checked with other key infrastructure sectors to align their intentions and to ensure the mix
of investments that change the overall characteristics of places and their connections (and the
associated price consequences for users) is put in place. Ways to monitor the impacts of these
changes on economic, and other, outcomes are required to feedback to policy formation and
decision taking.

But with such a framework in place it is possible to discuss how mixed infrastructure investments
and packages change sectors and neighbourhoods and impact growth, productivity, inclusion and
carbon transitions. Understanding of what infrastructure does for the economy then evolves from
a continuing bottom-up (investments)-top down (monitoring) recursive process of reviewing the
linkage of policy action and change and not from an intermittent viewing of limited data.

The need to better understand infrastructure-economy links in the GCR is both critical and urgent
and the next section confirms that times are changing, rapidly and in a disruptive fashion. Fixing
capital in place for the wellbeing of the GCR needs firmer data, analysis and policy foundations,
and soon. In the remainder of this chapter we consider how ‘grand challenges’ need to be met in
the wider strategy documents for the GCR (Section 5), specific infrastructure investment
strategies (section 6) and how Missions, exemplified by the ‘inclusive growth’ Mission, need to
integrate across different infrastructure investment sectors.

5.5 Better Thinking for Infrastructure and the Economy

Creating and Connecting Places: Biqg Pictures, Wee Facts?

This section reviews the main CGR-wide documents pertaining to the economy, notably the draft
Regional Strategic Assessment and the Clydeplan statement of 2017. Reviews of these
documents, and sector strategy documents were supplemented by interviews with sector experts
working primarily within the GCR. Some 15 individuals were interviewed in the transport sector,
19 in housing and planning and 5 in the digital provision sector.
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In this chapter the focus is on how analysis and thinking for economic strategies and spatial plans
could be improved rather than the substantive arguments for particular infrastructure sectors.
Improved analysis and framing of the key issues have a significant role to play in more effective
infrastructure contributions to missions, particularly for the longer term.

There are clear vision statements shaping economic strategy and strategic planning for the GCR.
The GCR aim is that, by 2035, the region will have ‘a strong, inclusive, competitive and outward
looking economy, sustaining growth and prosperity with every business and potential reaching
full potential’. The Clydeplan statement of 2017 sought, over broadly similar time frame, ‘a
resilient, sustainable compact city-region attracting and retaining investment and improving the
quality of life for people and reducing inequality through the creation of a place which maximises
its economic, social and environmental assets, ensuring it fulfils its potential as Scotland’s
foremost city-region’. These visions intersect and the Clydeplan (2017) vision links the economy
to sustainability and inclusion goals in a ‘compact’ spatial framework. Looking to the future, when
the statutory Clydeplan will be replaced by a regional spatial strategy, the insights of these two
strategic documents can be, and should be, melded into clear, and clearly shared, missions for
economic growth and inclusion with links from economic to other missions also emphasised. Both
documents do provide much important information and analysis that could help to outline core
infrastructure priorities for the next five years but are somewhat weaker beyond that time horizon.

In Clydeplan (2017), following the traditional approach in regional strategic planning in Scotland,
the main strategic statement is not ‘costed’ nor ‘funded’ (in government expenditure budgets) and
it does not draw different infrastructure sectors together into an infrastructure investment strategy
to sit beside economic and spatial strategies. As infrastructure is often the key shaping or
transmission device linking economic activities and place effects, that strategic gap contributes to
a lack of clarity in analysing the roles of infrastructure decisions in achieving economic and other
goals in the GCR. The challenges and opportunities for infrastructure in economic performance
must be sought out by scrutinising major documents and detailed strategies. The present refresh
of the Regional Economic Strategy will hopefully bring such concerns more explicitly into
consideration and over the longer term, for the next refresh, there will be progress towards a
strong infrastructure investment narrative.

The leadership of the GCR must consider how the potential risks of constitutional changes can
be presented in GCR documents. Presently there is a herd of elephants in the halls of regional
strategy making. All the infrastructure participants interviewed stressed the constitutional
uncertainties that, as public and private investors, they face in the GCR over the next five to ten
years. They recognise that Brexit, with its final economic features still largely unresolved, and the
possibility of Scottish independence could potentially impact trade flows and people movements
as well as regulatory and public finding resources and frameworks.

This chapter also avoids similar detailed comment, though our working assumptions reflect UK
and Scottish research on cities and regions that suggest Brexit will reduce growth in the GCR’s
GDP by 5-10pc below what it would otherwise be by 2030 (or so) (FAI, 2019; Maclennan, 2019).
As low growth rates have a severe effect on any market-led restructuring of the use of space and
the prosperity of places in the metropolitan area, and potentially also on the fiscal capacity to
invest for the future, Brexit will damage the GCR. It is assumed that the economic challenges
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facing the GCR with independence will be broadly as set out in the well-argued cases in the
Wilson report on Economic Sustainability for Scotland. A future exercise as constitutional change
takes place, or not, should develop informed scenarios to explore potential longer-term effects
that opens profiles of opportunities as well as immediate fiscal difficulties.

The Regional Economic Assessment, even without negative direct effects of Brexit, assumes that
over the next five-year period (to 2015) annual growth rates will lie in the range 1.5-1.7 pc. With
national (UK) and global growth forecasts becoming more pessimistic, this will be a difficult period
in which to achieve the income target and to fulfil economic aims of raising productivity, reducing
unemployment and worklessness, and to achieve social goals and carbon reduction.

Clydeplan (2017) provides three important demographic insights (see also Chapter 3). First, the
population of the region is expected to grow 4.5pc between 2012 and 2029 and at similar rates
into the middle 2030’s. Second, the population is ageing with 22pc older than 65 by 2025 with its
share rising to one in four by 2035. These are, by international metropolitan standards, low rates
of population growth. An analysis of how the work participation rates of over 60s, for men and
women, and by skill or socio-economic group would be a useful addition to the REA as increasing
work rates for the elderly have a significant effect on ‘dependency’ ratios (from the fiscal
standpoint). Third, recent and future population growth rates differ sharply across the GCR, with
population growing in Glasgow and the immediately attached suburbs but declining in both West
Dunbartonshire and Inverclyde. If the expected population rates projected by Clydeplan to 2035
continue to 2045, population levels in these two local authority areas would be expected to decline
by between a fifth and a quarter in a ‘business as usual’ linear projection.

How is GCR reflecting these projections now in building the future infrastructure for the
conurbation? We never catch up on the future, but it comes back to meet us! Spatial imbalance
with slow metropolitan growth is always a challenging policy context. But in the broad context to
2025, how can regional strategies effectively deal with low growth and high levels of uncertainty?

In official documents there is a recognition that a difficult period lies ahead in terms of available
resources. A more radically worried perspective emerged in interviews, explored further in
Chapter 6, namely that there is a sense that GCR, and other city regions throughout the UK, can
no longer do business as usual as cuts in capital and service supports from national and devolved
governments overwhelm gains from city deals and similar programmes. Officials are all too aware
that new economic roles and more attention to, and targets for, achieving the grand challenges
pertaining to environmental and demographic change are impacting local roles and resources in
systems that are already struggling to cope. Getting some officials to think forward to 2025 let
alone 2050 was a challenge. So, whilst credible narratives for infrastructure and missions might
be constructed to frame the best first moves towards 2025, a radical rethink about how
infrastructure-economy narratives are developed for the period beyond is required, and urgently,
if futures narratives are to underpin successful future resource bids and plans now.

Although the Regional Economic Assessment (REA) provides a useful basis for shaping a starting
narrative about the future of the GCR economy, some opportunities exist to bolster the
assessment of infrastructure roles and functions. These include
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A re-consideration of demand and supply side issues, most notably a number of the ‘quality
of life issues’ constitute significant demand issues for local households and firms.
Infrastructure investment has demand side (employment, materials) effects in the short run
and supply-side effects (hopefully) in the longer term through productivity influence.

The assessment regards ‘business’ as the major source of GVA that matters for the GCR and
gives a particular, narrowly framed emphasis on the conditions prevailing for ‘small
businesses’. To consider key issues, for the short and longer term, there is merit in providing:

o An appreciation of the roles of all sizes of organisations.

o A recognition that GVA emerges from the actions of private firms, non-profits and
indeed the agencies and departments of all orders of government which is a
particularly large sector within the GCR economy

o A sense that consumers are a key part of the economy. Patterns of consumption, and
saving, occur in the GCR, and it is crucial to understand how they might change and
impact the demands for infrastructure and other services. Additionally, how do such
patterns contribute to and reflect carbon costs, or learning, or housing choices?

o IfGCRisto adopta ‘mission’ approach to responding to change and shaping the future
then the recognition that entrepreneurship within the public as well as the private
sectors will be important, and innovation in how infrastructure is delivered and shaped
into places deserves attention too as an economic process.

Even with such a strong emphasis on the role of business - and there can be no disputing the
importance of successful businesses in delivering economic change - in the REA, the
infrastructure demands that business requires to be met, to be competitive and innovative,
will be an important aspect of the policy offer to business.

Three important infrastructure questions, for different sectors may make the point:

e Quality of life indicators that tell us that ‘hipsters’ now love Glasgow but exceptionally
crude housing cost indicators, used in the REA, tell us nothing about the real amenity
and housing choices in the city-region (that matter as much in urban economic models
of city growth as agglomeration economies) that confront potential mobile workers of
different ages and skills groups (ranging from postgraduate students to senior
executives). This is an important potential positive for GCR in the decade ahead and it
needs careful consideration. More widely, in the long tradition of Scottish housing policy
thinking, there appears to be no connection between housing outcomes, including
market outcomes, and employment, growth and productivity in the economy. This needs
to be remedied.

e How efficiently do GCR’s transport networks connect the homes of workers to areas of
employment density and are particular difficulties encountered by low wage labour living
away from train and tube networks in peripheral locations? Are workers close to the firms
that wish to hire them? How can the GCR be better connected to Scottish, other British,
EU and global markets? Are there measures of connection and connection change to
GCR'’s key external markets? How will future constitutional change shift these patterns?

o What are business sector demands for better digital and big-data availability in the city?
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Conversations for the review with senior officials in Vancouver, Toronto, Sydney and
Melbourne indicate that infrastructure effects on the metropolitan economy are much more
widely and explicitly considered elsewhere. There may be a path dependency in how
governments, and others, think about the GCR economy. As the GCR, and its predecessors,
have battled for almost half a century to cope with industrial decline, with the continued
scourge of unemployment and areas of persistent and concentrated deprivation, it is possible
that our default economic perspective is ‘defensive’ thinking. Three decades ago, Alexander
Lamfalussy (Lamfalussy,1997) in shaping the basis for EU economic and spatial policies,
discussed how lagging regions tend to revert to defensive investments and strategies. There
is a case that the Glasgow city region may have lost its appetite or capacity for more
aggressive, entrepreneurial strategies for change. Moving beyond the defensive mindset is a
challenge for GCR politicians as much as for officials.

Compared with the Regional Economic Assessment, Clydeplan gives much more significance
to the roles of infrastructure on shaping major economic, and other outcomes in the economy.
The underlying economic analysis of GCR change drivers and the economic consequences
of the strategies chosen could be made more apparent and the need for a spatial framework
for investment and change is discussed below. The new non-statutory regional spatial
development plan should be bolder in linking economic change and planning decisions.

In both Clydeplan, where there is a robust discussion of land supply in the metropolitan area,
and the REA there is little or no reference to the land market, which both shapes and is
impacted by infrastructure investment, and the commercial real estate sector of offices, shops
and warehouses (all in our definition of infrastructure). Property, or real estate, receives little
attention in accounts or audits of what is needed to support change in GCR. The property
sector spends substantial resources in forecasting demands for the infrastructures it provides
and analysing how new technologies impact these demands. That knowledge needs to be
‘extracted’ from the sector and used in city-region strategies.

With significant changes already in train on online shopping across the metropolitan area
smaller town centres are already suffering severe difficulties and shop vacancies are
significant. There needs to be greater attention for the period to 2025 on strategies for towns
within the GCR. The longer-term future of the significant retailing core in Glasgow city centre
is likely to become a major concern beyond 2025. It will demand continuing attention to
streetscape quality and is an important element of the existing City Deal programme. Failure
to refresh related infrastructure to maintain the retail sector’'s regional and UK wide
significance as carbon costs rise will potentially discourage ‘tourist shopping’ (and older
Glaswegians can reflect on the changing nature of Sauchiehall St as a reminder how
significant shifting demands for shopping can be in the long term).

An optimistic conclusion is that there seems to be enough ‘tacit’ knowledge - probably gleaned
from the unlinked sectoral commentaries discussed below - to deliver useful programmes to 2025.
However, for the longer-term a more striking gap exists, and the ‘bottom-up’ rethinking on how
infrastructure serves ‘missions’ (suggested above), could be a useful framework for a better
narrative.

policyscotland.gla.ac.uk 108



https://policyscotland.gla.ac.uk/

5.6 Sectoral Infrastructure Challenges and Missions

Sectoral Infrastructure Strategies in a Mission Setting

Some understanding of perceived infrastructure challenges and estimates of demands and needs
can be gleaned by reading the more detailed sectoral infrastructure statements available in the
GCR. Transport, housing and digital infrastructure are used below as examples. In the logic chain
of the missions approach each infrastructure sector may contribute directly to favourable place
outcomes and connections. More usually it will jointly produce desirable place attributes in
conjunction with other attributes. For instance, a ‘transport-oriented development’ is more than
just providing accessible, affordable transport options but providing similarly suitable homes,
digital connections, schools, water, power and commercial real estate. Further review of all
sectors, including power, water and commercial real estate is desirable, but was not possible
within the resources of this review.

The prior sections point to opportunities to improve cross-sectoral approaches to infrastructure
through a more substantial understanding of economic impacts; in turn this may permit a stronger
sense of plausible growth and inclusion outcomes that may emerge. Interviewees from the
different sectors explored here did, however, have a relatively shared view of both the immediate
challenges faced now and into the longer future. It was also quickly established that in many
infrastructure settings our distinction between change over the next five years and the next
twenty-five needed to recognise that within these five years there already had to be action to meet
the infrastructure requirements of further into the future.

In all three sectors officials and others responded that, aware of the longevity of the fixed
investments they were making, they were already trying to reflect long-term requirements in
current estimates. They are already trying to face the future with restricted budgets. In housing,
for instance, officials realise that it makes little sense now to commission and refurbish housing
that does not meet emerging future standards, for instance the abolition of gas boilers as a heating
source from 2025 influences, and makes more expensive, current public choices. And similar
observations relate to other residential reduction energy measures. For them the future is here
now. The resources to cope with this change, say the refurbishment of almost 90,000 tenement
homes in Glasgow alone, are not. The core responses and challenges from each sector are
summarised below.

Transport

Aim and Context
In building towards broader and longer missions it is important that each major sector of
infrastructure provision has clear, and collaborative, aims. A credible aim for the transport sector
in the GCR could be ‘to build, maintain and appropriately service transport infrastructure that
offers households and firms affordable and low carbon choices of travel modes and destinations
to undertake the local activities and make the wider connections that their household and firm
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activities require’. With broad transport planning systems in place, and the capacities to monitor
their performance, both system gaps and progress towards reducing them would be more
apparent.

The officials interviewed believed that in many respects GCR presently has a good and affordable
transport system. The increase in transport investment in the region after 2007 was noted above
and Clydeplan also confirms that the GCR has had significant investment in transport in the period
since 2012 (not least in consequence of the City Deal). SPT officials reported that public transport
surveys indicate high user satisfaction levels (with three quarters of the users well satisfied).
Transport Scotland statistics suggest that the proportion of roadway in red and amber condition,
at 26pc, is the lowest of Scottish city-regions. Various SPT surveys have reported between 8-
16pc of travellers reporting congestion delays. Access to city-region wide and suburban rail
services is relatively high for a UK metropolitan area with the GCR having the densest rail network
outside of London and the South-East (Glasgow Connectivity Commission, 2018). Jacobs and
Aecom (2020) provide a further useful of major transport options for the GCR.

Improving connections to the rest of Scotland, the UK and the wider world could be further
considered in the REA, and there needs to be greater concern about business travel, freight
connections and visitor travel as key economic impulses. There has been much investment in
improving major road and rail links between the Glasgow and Edinburgh city regions with
improved travel time and rail service satisfaction ratings rising in the last year.

Challenges to 2025

There are issues that need to be addressed with some urgency

o Buses. There was a very significant reduction, of just over a fifth, in passenger bus
kilometres travelled in the decade to 2016/17. That reduction was offset by rapid
increases in GCR rail passenger numbers to leave the overall modal split between
public and private transport unchanged. But a shift from private to public modes is
essential to reduce transport related greenhouse gases (GHG) and other pollutant
production, so reducing journey times, introducing pollution free buses and
improving service quality is important if patronage is to be increased. We could not
find a published strategy on how bus services in the GCR are being altered to
mitigate any damage to employment, inclusion and the environment. A target to
reverse reductions in patronage, by 2025, needs to be set, with mechanisms and
milestones identified. Those households living in poorer public housing and in
disadvantaged communities throughout the GCR are amongst the most reliant on
buses — there are strong inclusion grounds, including access to employment
opportunities for making bus provision a priority. It should be recognised that national
legislation in relation to competition, and the limiting of local subsidies to bus
companies, has slowed efforts to resolve this key strategic issue.

o Rail Travel within GCR. Rail travel numbers continue to rise steadily. Sector experts
hold the view that rail passenger numbers are unnecessarily limited by how services
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are organised even more than by shortage of track infrastructure, though it was also
argued that a strategic review of where additional station capacity will be required is
urgently needed. There was also a view expressed by several officials interviewed
that Network Rail did not always share the aims and urgency of other regional bodies
in providing new station capacity at obvious pinch points and where new
development might be possible. Delays and additional costs resulting from multiple
‘actors’ involved in transport system provision, different rules and regulations for
public and other actors and absence of or unwillingness to use compulsory purchase
powers all hampered more effective and integrated transport decision taking in the
GCR. GCR needs to move promptly to a continuing, integrated and forward-looking
discussion with all key rail sector actors.

Cars. Growing travel demands, the imperative of reducing transport related GHG,
technological change in travel modes, the emergence of electric cars and
autonomous vehicles and the potential benefits of real time traffic management
information systems were all recognised as future possibilities. However, there was
(the work of the Glasgow Connectivity Commission excepted) little sense of how
these new possibilities will roll-out in GCR over the next 5 years. GCR seems slow,
relative both to global best practice, in putting into place infrastructure to support the
electric cars and autonomous vehicles that are expected to be operational within the
next few years. Some other UK cities (such as Bristol) appear to be more actively
engaging with new possibilities to use Big Data for traffic management purposes.
Active Travel. There is an increasing recognition that active travel, mainly walking
and cycling, have potential health, environment and economy gains. Within the GCR
there is insufficient information about the pattern of demands for such travel modes
and a lack of clarity about the investment and management programmes needed to
support them. In other major cities in the UK and Europe there is a significant shift
occurring towards walking and cycling that does not as yet seem to be matched
within GCR. Within the present strategy period a costed strategy with clear
aspirational targets to promote active travel must become a priority for GCR

Challenges to 2050

The general longer-term challenges to transport infrastructure in the region are largely seen to
stem from the need to meet carbon reduction targets.

That involves, as in the short-term, new travel technologies, raising public transport
and active travel mode choices and adds concerns about maintaining infrastructure
and keeping systems operational in the worsening weather events of the climate
emergency. There is, as yet, not enough quantitative heft to thinking about these
issues and a fair transport transformation strategy for all the GCR needs to be put
in place.

The Glasgow Connectivity Commission highlighted the longer-term challenges to
transport systems in the city and surrounds. That exercise needs to be reviewed and
extended to the GCR as a whole.
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There are three major spatial strategy questions that need to be resolved in shaping an
effective transport structure for the region

o There needs to be a clearer understanding as to whether the pattern of future
investment in infrastructure primarily supports re-concentration within the
metropolitan core as substantial stocks of vacant land exist in the city in a context
where proximity and density are likely to have significant environmental and
economic gains, and indeed where commercial development of new IT, such as 5G
phones, is similarly supported in dense markets

o A focus on central conurbation investment could potentially have significant negative
effects for the two most western municipalities in GCR, and the towns of Greenock
and Dumbarton in particular: a clearer understanding of the future economic roles of
these locations to 2050 and the investment they might require should be a priority

o There are important questions about whether departments and agencies involved in
transport and economy sectors have future-proofed assumptions and statements
about external connections. This applies to future connections within Scotland, not
least to the Edinburgh city-region externally; to the rest of the UK with no clear
exposition of why the effects of HS2 on the UK metropolitan system receive little
attention (absolute pessimism about the likelihood of its implementation is not a
reasonable basis for not engaging with the policy debate until the exercise is
cancelled); and to global connections from the airport. The High Speed Rail Group,
based on a report by Greengauge (2020) (cited in the Scotsman, June 10", 2020)
have recently argued the case, on environment and economy grounds, for the
extension of HS2 to Glasgow. Key strategic choices to support the major missions
of the GCR require an understanding of whether:

o Brexit, and in the longer-term carbon pricing of air travel, will reduce air
travel to and from Glasgow Airport and the implications for that key
regional infrastructure

o Scottish Independence might have a positive effect on air travel but
diminish rail passenger flows within the UK

o With potentially growing constraints on air travel by 2050 might there be
an increased flow of transportation of freight and passengers by shipping;
i.e. will Inverclyde become a more significant port again? (Should GCR be
seeking to persuade the Government of China to extend the European
end of the Belt and Road initiative from Rotterdam to Clydeside?): have
these issues been worked through in new Scottish government thinking
about ‘Mission Clyde’?

Looking at future plans for transport in GCR, and this applies to the Connectivity Commission’s
work too, significantly more attention needs to be paid to system resilience and carbon pricing
effects on travel demands and patterns. Practitioners recognise that the challenges of changing
technologies and meeting carbon reduction targets will involve changing patterns of work (more
working at home) and leisure and shopping activity (more online shopping). Ageing population
will affect travel patterns too but there is little available evidence on how household activity
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patterns will change as a result and no coherent overview of the geography of change and its
impact on travel needs across the GCR. Unless these change possibilities are understood it is
unclear how new travel demands can be aligned with new technologies and where and when new
infrastructure should be placed. There is much focus on potential uses of smart technologies in
delivering travel and other infrastructures, but more thought is needed if we are to generate
smarter answers in shaping effective systems for citizens and firms and, therefore the economy.

Digital

Aim and Context.

An appropriate aim for a digital infrastructure sector strategy could be ‘to compete effectively for
government support for new technology initiatives through collaborative partnerships with
innovative commercial and university sectors and to embed such innovations to provide high
guality and affordable connectivity for households and businesses in ways that breakdown digital
divides and reduce inessential travel for shopping, meeting and recreation’.

There are a few senior public officials in Glasgow City Region involved in strategising and
delivering digital development in the city, and they have an impressive grasp of the issues.
Because of their small number and the risk that comments might be too readily and wrongly
attributed to individuals, the evidence in this section is largely based on analysis of
documentation.

Regional economic strategies and Clydeplan refer to Glasgow and some parts of the wider
metropolitan area as a proto-knowledge city. The importance of digital skills and the need to reskill
to gain and work with new forms of Artificial Intelligence are well understood. Further, Glasgow
has successfully previously bid for ‘smart city’ technology programmes from the UK government
and ‘big-data’ and the potential for it to be used in service provision and asset management is
widely acknowledged. Academic research reviewing innovative and, in some sense, ‘smart cities’
has concluded that progress involves not just skilled and innovative individuals but also
collaboration between creative and changing institutions and appropriate infrastructures.

Present Challenges

o Becoming more than a proto-knowledge city-region. GCR needs to assess, monitor,
and make (with partners) infrastructure investment strategies that will move beyond
proto stages. At a first step, understanding how firms and households use these
technologies, the economic consequences of their adoption, and whether effective
use is inhibited by non-infrastructure factors, is essential. Key infrastructure gaps
may curtail widespread fast wireless access throughout the private and public
spaces within a metropolitan region. Up to date digital infrastructure is essential to
the effective functioning of travel, shopping, learning and working (at home and in
new style offices). Creating new digital economies in GCR needs urgent action early
in the period to 2025, building on the work of GCC, to shape a strategy for the period
to 2025
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This also requires, in the short term, new infrastructures allied to a revolution in local
authority and other anchor institutions’ procurement strategies and pricing (for
private service providers)

A step change in the staffing and capabilities of local authorities within GCR so that
the opportunities that data and digital technologies allow are understood and
harnessed, not only in terms of technical ability to use these technologies but equally
importantly appreciation of the potential of current technical innovations and of those
emerging a decade ahead coupled with a commitment to make use of them.

Public authorities also need to articulate how they will use such technologies in
serving customers of all ages and abilities and how they will control and use the ‘big-
data’ that they and others ‘collect’.

There needs to be much greater priority in moving from successful pilot exercises to
rolling-out smart technologies. Interviews across different infrastructure sectors,
including transport and housing, all recognised that new management possibilities
are emerging. Within these sectors and taking the actions of the Scottish Federation
of Housing Associations as an example, more effort could be placed into the roll out
of new digital services and connections. For instance, there is much discussion, in
the housing sector of using digital connection to households to provide better care
and health support to elderly and disabled households, but currently this lacks a
wider strategic roll-out. The use of big data in transport services may also be
considered here.

Challenges for the Longer Term

These include:

Not being left behind in the short term: path dependency really matters in this sector.
The question of how digital infrastructure and systems in the GCR might unfold has
not only excited officials but also generated practical efforts to create a newly
connected city region. A glance eastward to the Edinburgh city-region will indicate
how central data transmission, organisation and economic applications are to the
vision of the Edinburgh Region City-Deal. Interviews there confirmed the scale of
the effort involved in the delivery of data-driven innovation and how the organisation,
partnerships and roles of the city-region were evolving with potentially significant,
long-term economic consequences. These developments, though arising in relation
to the development of the data ‘industry’ appear to have had positive spillovers into
potential innovations in organising municipal services and energised wider
collaboration on digital issues across the higher and further education sectors.
Discussions in Toronto confirmed how infrastructure led investments attracted major
interests in new digital infrastructure and major innovators to the city waterfront,
though the outcomes are not uncontroversial.

In Edinburgh and Toronto alike, genuine, prolonged collaboration between major
universities in the metropolitan area and other smaller universities and colleges, in
conjunction with governments and major private investors have led to ‘smart city’
talk becoming intelligent city action. Bristol too has also made significant forward
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steps via collaboration between its universities and the council in the form of its
Smart City strategy and One City Plan which outlines the vision for the city up to
2050 in areas such as connectivity, health and wellbeing, homes and communities,
economy, environment and learning and skills. The limited breadth of collaborative
partnerships across the universities and colleges in the GCR is both apparent and
an obvious source of concern to city officials.

o Staff capacity is needed to develop long term strategies, networks and partnerships.
Sadly, current resources across the GCR are barely adequate to respond coherently
to the next government initiative. In interviews the energy, knowledge, ability and
commitment of officers involved in exploring these potential futures was impressive.
The minimal level of core resource that Councils can currently provide for developing
this technological future for the GCR economy was however worrying and this
should be a concern for the City-Region Cabinet. As first-mover advantage matters
greatly in determining which metropolitan areas will gain most from these changes,
GCR risks missing out on this future advantage if it does not make the necessary
resource available and work in partnership with Universities in order to make more
rapid progress now.

Housing

Aim and Current Context

The recent Shaping Futures report (Maclennan et al, 2019) sets out the principles for future
housing policies and frames an aim for housing policies ‘to remove homelessness, reduce queues
for affordable social housing and to restore the past affordability of market housing by
encouraging housing supply and house price stability and enable housing choices that foster
productivity and inclusion and improve energy efficiency thus reducing fuel poverty and residential
greenhouse gas production’. The Scottish government have adopted a similar approach for their
own consultation on housing to 2040 and have produced a vision statement that has attracted
much, deserved, support. It is however weak on the ways in which better quality, net zero carbon,
affordable homes in the right places will improve economic performance and productivity and a
similar conclusion can be drawn in relation to the SIC ‘housing’ vision (SIC 2020). A recent report
draws attention to how these connections between housing outcomes and productivity are being
reassessed in other parts of the UK (Maclennan and Christie, 2020).

The housing infrastructure story, at least in some parts of the GCR, has demonstrated strengths
in recent decades and this is a remarkable achievement in a city-region that has long been a
byword for poor housing conditions and, in some locations, poor housing management. The larger
than average share of non-market housing in the GCR, relative to the rest of Scotland and other
UK CR’s, has long afforded the metropolitan housing market a degree of price stability relative to
other metropolitan areas. That has continued since the GFC and, although the rate of
housebuilding has not recovered to pre-2008 rates (and this has implications for construction
sector labour demand and efficiency as well as the take-up rate of marketable land) relative price
stability has contributed to a growing recognition that in the context of the UK, GCR is a housing
market with good value for money and affordable housing for younger households (as noted
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earlier these attributes did not seem to have entered thinking about skills attraction to the region
until the last five years).

Even more significantly, Scotland-wide estimates of housing quality in the non-market sector
show that, despite the long austerity, housing standards have now converged upwards to national
levels. For the first time in a century, despite the continuing difficulties of homelessness, and
concentrations of poverty and poor quality, housing in the core of the GCR metropolitan area is
now seen by most existing households and incomers as a positive attribute of the city. Public
housing stock transfer in Glasgow and Inverclyde has had longstanding critics (and advocates)
and it required politicians to take difficult decisions to stop doing their housing business as usual
but recent estimates suggest that in Glasgow alone the shift has been a £3bn gain to the regional
economy over the last 15 years (FAI, 2018).

Council housing elsewhere in the GCR has had less resource to invest over that period. The
Scottish government, especially since 2016, have made significant commitments to affordable
and non-market housing provision and that has allowed the alleviation of difficulties in the quality
of existing stock, but in some parts of the city region there has been a lack of investment.

There is no analysis available, at any level of government, of the impact of housing investments
on the growth potential and productivity of the GCR economy. But there is abundant evidence
that housing officials, and the robust and innovative housing association sector in the GCR, have
made significant contributions to raising inclusion and promoting energy efficiency in the region.

Present Challenges

o The officials interviewed were most concerned about government resources for
housing after 2021 when the present major programme ends and would like to see
a clearer agreed pipeline of work forward to 2025 (as would the construction sector).

o These concerns are magnified because of the still significant queues of poorer
households for affordable non-market housing. Financing and provision models
have been well developed in the past. In the immediate period, and going forward
to 2025, there is a focus on making better economic cases for investment in housing
infrastructure, not least to put housing on a more equal footing with transport
infrastructure in competitions for public resources.

o In recognising the immediacy of ageing and environmental challenges, housing
officials are keen to embrace new energy standards and digital connections to
improve energy use, reduce residential GHG emissions and fuel poverty; and to do
so now that the non-market sector needs to find resources to invest. This is an
important economic question for GCR. If these resources have to be raised from the
rents of low-income tenants, it will work against fairness and inclusion. If investment
is expected to come from government grants, then for reasons set out elsewhere in
this report it may not arrive and will never be enough. Future thinking about
innovative ways to leverage loan and utility provider support is urgently needed.

o Few officials paid significant attention to the reducing rate of home ownership for
households under the age of 35. There is no hard evidence at present that this
reflects preference shifts as opposed to growing constraints on the choices of
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younger households. HNDAs produce much useful information about housing
market outcomes and functioning in the GCR but they have limitations in relation
economic influences on consequences of choices. As housing related savings, as
well as unearned capital gains, are the main route to asset accumulation to the
majority of middle- and upper-income younger households in the region (Soaita,
Gibb and Maclennan, 2019; Resolution Foundation, 2019) however they could
usefully feature in the Regional Strategic Assessment and the Regional Economic
Strategy.

The future scale, quality and economic roles of private rental housing and Air BnB
need to be considered. Any economic benefits that arise from having these sectors
(facilitating high visitor numbers, allowing firms to move key staff to work across
multiple locations etc) needs to be considered alongside a growing belief that they
should be increasingly controlled and restricted because they displace low-income,
longer term renters. GCR housing sector officials and major housing organisations
interviewed concur that GCR urgently needs a coherent overall housing market
strategy and that economic effects of investments need a new prominence in GCR
decision taking.

There were also concerns about the capacity and competitiveness of the regional
construction sector and the potential roles of large national and smaller local firms.
This capacity question arose for other infrastructure sectors too. It has direct linkage
to the skills and innovation agendas for the GCR. Interviewees in all housing sectors
also discussed the importance of developing a new set of governance arrangements
for the metropolitan housing sector, as did transport officials and experts, and that
set of issues is explored in Chapter 7.

Future Challenges

Because they had already explored the need to already address issues about ageing and the
environment, housing officials reported a different emphasis in their reflections on the post 2025
period. Future concerns beyond 2025 included the following

The future effectiveness of the construction sector in the GCR.

Future patterns of land availability. Over the period to 2025, Clydeplan estimates of
effective land supply suggest that there is well serviced land for up to 8000 new
homes per annum (and present estimate suggest that there is an average 40-year
land supply for industrial development in GCR). Present estimates of newbuild over
that period suggest that need and demand totals are in the range 4500-6000 units
per annum. Indeed, Clydeplan are keen to see recovery in residential development
demand for brownfield land to pre-GFC levels. At first sight this suggests mislaid
concern. However, there are doubts whether the land available matches the
priorities of households and firms and there is, in both residential and non-residential
sectors, enough surplus to suggest some experimental allocations.

The Scottish Government have, in their vision statement, embraced the aim of shaping a well-
functioning housing system that will foster more stable house prices and rents and reduce the
growth in housing held as a speculative asset. Such an outcome would make a major contribution

policyscotland.gla.ac.uk 117



https://policyscotland.gla.ac.uk/

to the competitiveness of the GCR and will require significant infrastructure and planning
strategies to achieve it. A key question remains, of course, what different infrastructure costs and
public value, in total and for the public sector, are incurred and created (respectively) by different
mixes, forms, scales and densities of housing development in different locations. That is, we
cannot begin to talk about an effective supply of infrastructure for the metropolitan economy
unless we know where people will live and work. The Scottish Government’s vision statement
does not, understandably, touch upon the question of what the map of employment in Scotland
might be in 2040. The SIC report, whilst noting the eastwards shift of Scottish population in recent
decades, offers no guidance on the issue. Answers to the question of what the future map of
homes and jobs will be, across Scotland, or within the GCR will never be complete, certain and
undisputed but ignoring the question does not create the best first steps towards the future
Scotland or city-region that we are already creating. This brings the discussion back to linking
investment in infrastructure through spatial planning processes. The future discussions in the joint
GCR and Scottish Government collaboration to jointly shape the strategy for the Regional
Economic Partnership provides an opportunity to explore the issues and make a strong case for
the GCR.

Future Planning: Placing Change and Changing Places.

The place dimensions of infrastructure, focusing on where gaps are, on what mixes of new
investment are regarded in newly developing and regenerating areas, as well as on the
connections needed to facilitate the best set of economic and environmental flows and social
connections for the GCR, and on the places within it, are important strategic concerns. They are
addressed, as noted above, primarily within Clydeplan. As the duty to prepare statutory regional
strategic spatial plans has now come to an end, GCR is now required, instead, to produce an
(indicative) spatial development strategy which is currently being drafted. GCR should take that
opportunity not to de-emphasise strategic place thinking for the region but to resource and deliver
a more flexible approach that addresses any limitations in current approaches.

In many respects, given former statutory requirements, data availability and staff resource
capabilities, Clydeplan provides a high quality ‘city-region spatial plan’. However, it does have
three significant limitations, that could be improved in a new approach, in engaging with economic
issues and in shaping infrastructure investments.

The first, as noted above and discussed below, is that the underlying economic analysis of GCR
change is scant and there is no apparent economic modelling-forecasting or economic scenario
planning involved in the development of drivers and sectors of change for what are quite long
timeframes (to 2035). GCR, working with the FAI, intend to remedy this omission in updating the
Regional Economic Strategy. We recognize the limitations of longer run forecasts which limit their
reliability, but the alternative chosen of essentially relying on demographic extrapolations is not fit
for economic purpose.

The second is that there needs to be a clearer articulation of the relationship between selected
priority areas within the GCR and intended infrastructure investments. Clydeplan identifies 23
SEI’s as the foci for investment within an identified Corridor running across the core of the city-
region. These have been selected as sustainable priority locations to promote e.g. future
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economic sectors (high value manufacturing and the growth of green technologies) but the
economic basis for that selection is unclear. In what sense do these zones have any substantive
meaning? Is there any sense that potential agglomeration effects and internal and external
connections are better for particular activities in some of these places rather than others? Even if
the SEI's are the right locations for the ‘best first move’, who is going to make it? And if there is
no private sector response, when and how will the intended geography of development be
revised. It is difficult to move from the preferred spatial growth pattern to what is the best spatial
structure for any single infrastructure sector let alone the combined package of investments that
will make places work. Moreover, as noted above, the funding and costings for such a vision
remain to be detailed.

Planning the structure of locations for future growth is always exceptionally difficult and it is often
politically difficult to agree the political geography of the metropolitan growth path. That holds true
even in a growing metropolitan region where all places are prospering. It is clear from the
experience of the last 40 years and the projected population change patterns for the next two and
three decades ahead that the prospects for local growth are highly uneven within the GCR.
Managing that trend, or changing it, is the key spatial policy choice for the city region, and indeed
for Scotland as a whole. The population statistics tell the same story, the City of Glasgow
excepted. Patterns of labour and housing market change within functional economic areas show
the regrowth of the central city and an increased focus of labour markets around the core of the
GCR. A range of strategy documents, separately, stress the importance of strengthening the core
and it is difficult to see, for example how the Connectivity Commission’s strategic investments
and re-densification of the city centre would not further shift employment and residential future
geographies back towards the city centre. Arguably, centralisation and the emphasised growth of
a smaller number of well-connected polycentric locations for future growth would enhance
economic performance and minimise environmental damage. But it would not raise the prospects
of the western edge of GCR and not promote inclusion there either unless there was a specific,
funded effort to support dynamic ‘polycentres’ there. Such issues need concerted reflection.

A regional spatial strategy needs to have a clear set of goals and make hard choices. In line with
the mission approach suggested, future spatial strategy should be that which makes the
achievement of missions to resolve the grand challenges more explicit than at present. The spatial
plans and priority areas must be locations for clear integrated action and funding and not simply
an exercise in drawing hopeful boundaries. This is a hard challenge for the City-Region Cabinet,
but it is a really important issue. Failure to address such issues does not allow potentially shrinking
fiscal resources to be well deployed with a clarity of purpose. A coherent ‘best first move’ strategy
for shaping the future economic geography of the city region is a key next step for policymakers.

Data and Analysis

A coherent, strategic city-regional, spatial infrastructure investment plan requires capacity and
capability. Regional officials charged with strategy and intelligent thinking are capable, but they
are too few reflecting the context of overstretched resources. The cuts in staffing for planning and
non-statutory services, including economic development functions, noted above have removed
senior thinkers and leaders in these specialisms from most Scottish councils. At the same time
governments have pushed requirements for strategic requirements thinking about city deals,
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inclusive growth and net-zero carbon strategies (and other initiatives) downwards to municipalities
and the city regions. Bold new approaches to planning, infrastructure, inclusion, smart cities and
economic development are being called for, just as the staffing capacity of the city-region to
fashion them into local strategies has contracted radically. Strategy without delivery means no
progress. Delivery without strategy means, eventually, a stramash.

Better analysis and data for shaping decisions will only shape better outcomes if the City-Region
has the capacity to ask the right questions and to understand how models and data can improve
progress. In the first chapter, we expressed concern that, although performance has improved
since the inception of the City Deal, the City-Region does not yet have the continuing flow of data,
monitoring and forward thinking that is needed for shaping effective decisions to pursue more
effective metropolitan missions. Senior officials interviewed in all sectors of infrastructure and
planning discussed here highlighted the absence of key research and big data for critical work
and highlighted the paucity of linkage and partnerships between the social and economic
researchers interested in urban and regional economic issues, and their consequences, across
the metropolitan area. The same officials are aware of the significant partnerships recently
developed between city-regions and urban/regional/economic research institutes in Birmingham,
Manchester, Newcastle and Sheffield. This issue is discussed further in Chapter 7 on the
Intelligent City.

The Commission might take a view on such matters and could also, given the range of expertise,
act as a pro bono sounding board and peer review group for technical economic studies that GCR
officials might wish to commission. It is clear however that every separate infrastructure sector in
the city needs a new, evidenced, economic story that builds into a central narrative that irrevocably
links narratives for planning, overall infrastructure investment and economic change. Given the
challenges in getting to a baseline of knowledge and futures thinking for infrastructure in the GCR,
how do we move forward to shape the missions that will meet grand challenges?

5.7 Integrating Infrastructure and Making Missions

With the Glasgow City-Region Deal now progressing steadily and the City-Region Economic
strategy soon to be ‘refreshed’, attention needs to turn to the longer-term development of strategy
and policy in the city-region. There is an urgent imperative, noted above, to shape major new
industrial-infrastructure-spatial strategies for GCR and to not simply wait for ad hoc
announcements and initiatives from higher order governments. And there is the opportunity to
step outside, and ahead, of the previously statutorily determined frameworks, formats and
forecasts of city-region structure plans. Can GCR now think differently and smarter than in the
past? Are there firm foundations on which to construct a new future-proofed, multi-goal spatial
strategy or plan for the GCR and the economy? Is GCR ready to specify and pursue key Missions
involving infrastructure (and an example, of readiness to pursue inclusive growth goals is attached
as an appendix).

The discussion in this chapter suggests there is, despite recent progress, still much to be done.
An explicit, integrated infrastructure-spatial plan needs to be developed. Consistent cross-sector
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data on the state of repair and resilience of existing infrastructure systems needs to be developed
and estimates of gaps and imbalances in required future infrastructure provision for 5 years and
25 years identified. There is insufficient evidence about the daily activity patterns of residents,
about what shapes their major infrastructure demands and needs and little hard evidence either
about how new technologies or changing demography will affect them in the decades ahead.
There are now welcome efforts being made to model, via the FAI, the short-term impacts aspects
of spending in the GCR. There needs to be modelling and scenario building of the more long-run
transformational possibilities arising from infrastructure investment decisions. This report
highlights the need for systematic futures thinking to explore the growth dynamics and highlight
the disruptions that the GCR might face between now and 2045. The RSA provides a useful
aggregate view of threats and opportunities perceived by officials. But a systematic exercise that
explores in depth future scenarios might be an appropriate next step.

Even where investments are linked, by evidence and or assumption, to particular outcomes there
must be concern about the ex-ante investment evaluation processes commonly employed. In the
housing sector cost benefit analysis on programmes and projects is difficult to track down and
does not seem to be widely used. Transport evaluations are much influenced by the STAG and
cost-benefit driven approach. Some of the GCR officials interviewed were critical of what they
regarded as omissions in STAG appraisals, for instance inclusion effects related to public health,
and others suggested that the approach underplayed the global-heating costs arising from travel
behaviours. Others highlight the lack of joint modelling, and attribution of gains, of combined
transport and housing investments. At a wider scale, across the infrastructure sector, there is
relatively little evaluation work undertaken and there is a continuing concern that what there is
fails to accurately estimate the transformative potentials of major projects. In moving to a mission
framework, considerable discussion will need to take place as to what constitutes not narrowly
defined cost/benefit wider measures but more widely cast measures of ‘public value’.

Substantial data, research, modelling and evaluation and monitoring will all be required to support
a mission-like approach that seeks to understand and deliver change in the city-region economy.
This will be a major challenge requiring a new collaborative governance of strategic thinking for
spatial and investment policies in the GCR and we discuss such possibilities in Chapter 7. Here
we consider what ‘mission’ possibilities presently exist and which infrastructure actions need to
be aligned and understood.

Starting Points for Future Missions

There have been several recent contributions discussing ways of implementing Mazzucato’s
mission framework. One simple framework asks (for each mission) two simple questions. First, is
there substantial agreement on the vision and meaning of the mission and its key goals? Also,
who is giving that agreement, and is it a broad base? Second, is there evidence and information
to progress action, with a sense of the end objective being informed by a series of intermediate
steps? A further question is whether monitoring systems are in place to track agreed indicators of
actions.
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Based on interviews and research for this review the paragraphs in the appendix below
summarise the ‘mission-readiness’ of the city-region infrastructure sectors in relation to the likely
missions. Attention is confined to the transport, digital and housing sectors but all the other sectors
would need to be included in a full review. Important connections and qualifications will
undoubtedly have been missed but discussing and filling the matrix of connections implied below
could be a useful basis for a GCR led collaborative exercise involving infrastructure providers,
planners from GCR, along with the Scottish Government and its agencies. GCR’s committee of
officials looking at infrastructure, and (separately) housing, issues have made important recent
progress in collaborative discussions with key infrastructure providers. There is some evidence
that, for instance Scottish Water, have embraced the process enthusiastically.

This review was completed just as the SIC report was published. That report has significant
omissions, especially in relation to framing the future pattern of economic development. It
prioritises infrastructure actions achieving net zero carbon by 2035 (albeit Glasgow have adopted
an even more urgent timetable of 2030) ahead of all other goals and it has a top-down perspective.
Whilst encouraging citizen participation and community involvement, it does little to hint at the
resources and means that will be available to city-regions to make urgent transformative changes.
It has, however, put significant infrastructure challenges on the agenda of the Scottish
Government and they will need to reject or reshape these policy challenges and spell out the
means and missions to meet net zero carbon goals whilst promoting inclusion and maintaining
growth. These goals and achievements may not be possible, let alone probable, with present
resources and structures. As a next step, the GCR should outline the ‘missions’ to meet the
challenges of leadership (including better data, analysis and plans), place-making (that arguably
many local authorities already undertake effectively on a daily basis), effectively using, managing
and maintaining existing assets (often neglected issues), urgently decarbonise heating and
transport systems, implement effective regulation, enhance the carbon consciousness and
reduction commitment of individuals and develop a key source of independent advice (and we
comment on this last proposition in Chapter 7). Many of these issues are already understood in
the GCR and actions are being taken to achieve relevant missions. But a new alignment between
Scottish and local levels in infrastructure understanding and action (for the economy and society
as well as the environment) is needed and GCR should be a first responder to SIC’s call to
address Scotland’s infrastructure emergency.

5.8 Last words

This chapter has been critical because of the urgency of doing better and the need to have more
flexible and creative policymaking in the future. Looking across the infrastructure system in the
GCR and its links to the economy and to the building better ‘missions’ towards the disruptive
future, outcomes have not always been as good as they might have been. Current systems of
planning, monitoring and decision-making warrant a new framing for action. Already hard-pressed
officials give themselves logistically, and logically, impossible tasks to complete. Given
challenging resource constraints, few fiscal and organisational supports for new initiatives are
available and there is little bandwidth to glance at the future let alone grasp it. That needs to
change. Ambitious but attainable missions can be set in place to more effectively shape better
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places for GCR. Arguably, for the next decade, it will be now, or never, in moving on to a more
successful regional wellbeing growth path.

These concluding remarks written at the end of 2019 have even greater importance now. The
case for an urgent task force or, new strategy-delivery vehicle to design and deliver a major future
building cross-sectoral infrastructure strategy is essential to ensure the best stimulus programme
for Glasgow city region. Within that framework there has to be vision beyond strategic greener
transport projects. An integrated, effective, universal digital infrastructure throughout the GCR is
essential NOW to support new patterns of living, working, schooling, travelling, shopping and
health care. Equally, a programme to 2025 to make the older housing stock in the city region
carbon zero would have a major impact on employment, reduce fuel poverty and support and
inclusion whilst making possible the largest single reduction in carbon production in the region.

Appendix to Chapter 5
Starting Points for Future Missions: An lllustration
Implementing Missions.

The work undertaken to reveal how infrastructure decision taking could be improved in the GCR
also revealed much information pertinent to the development of potential infrastructure delivery
missions to meet grand challenges. This Appendix, based on that information, assesses mission
readiness in meeting the Grand Challenges of inclusion and inequality. One simple approach to
assessing readiness for implementing Mazzucato’s mission framework asks (for each mission)
two simple questions. First, is there substantial agreement on the vision and meaning of the
mission and its key goals? Second, is there evidence and information to progress action.
Mazzucato’s core approach assumes that monitoring systems are in place to track action. Again,
attention is confined to transport, digital and housing sectors and the approach needs to be
extended to other sectors.

Discussing and filling the matrix of connections implied below could be a useful basis for a GCR
led collaborative exercise with infrastructure providers and planners from GCR and Scottish
Government and its agencies. GCR officials looking at infrastructure, and (separately) housing
issues, have made important recent progress in collaborative discussions with key infrastructure
providers and organisations such as Scottish Water for instance, have embraced the process
enthusiastically recognising that focusing on key mission topics could give much needed impetus
to their work. That approach needs to be more widely developed.

Let us assume that there is a Mission to develop a strategy to ‘Reduce rising inequalities in

wealth and income and raise inclusion’. What are, in summary, the key questions to be posed
to key groups and the currently likely answers.
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GCR Cabinet

Does the Cabinet embrace inclusion as a core goal: YES

Have they developed systems of overall inclusion indicators and for specific local
authority areas and neighbourhood projects and have spatial monitoring metrics: YES
Have they developed an informed understanding of income and wealth distributions in
the region: NO

Have they articulated evidence on positive spillovers/ trade-offs between inclusion
goals and other missions, such as growth: NO

Is there a defined spatial strategy for delivery of inclusive growth: NOT CLEAR

Have key policies been future-proofed: NO

Is GCR ready for the inclusion mission: NOT YET

Transport Investors

Digital

Housing

Significant attention to inclusion aims, an agreed priority: YES

Is there a strong evidence base on relevant economic issues: NO

Should fixing the ‘bus’ system be a more urgent priority: YES

Are there well integrated data and research evidence to underpin strategic choices:
NO

Is there an awareness of important technological change possibilities in operation and
planning, and big-data possibilities: YES

Are there evident signs of significant progress in actual implementation of new
technologies within the GCR: NO/YES

Is the sector mission ready for inclusion: NO, but some interest

Does strategy embrace goal of inclusion: YES

Is inclusion goal clearly linked to specific actions: NO

Are commercial investors more likely to fully serve poorest areas and lower density
peripheral towns in the GCR: NO

Is there a coherent strategy for digital change across all places and sectors in the
GCR: NO

Has the known potential for using Big data in research and service delivery been
delivered: NO

Will a lack of strategic digital capacity within GCR today forestall significant change
possibilities for the future: YES

Is the sector ‘mission’ ready for inclusion goals: NO, and limited thinking to date

Do local authorities and non-profits embrace the inclusion mission: YES

Is there clarity on the roles and means that housing uses to secure inclusion: YES
Is there a strong overall vision/strategy to make faster progress in the GCR: NO
Have the potential roles of the non-profit sector been adequately explored: NO
Has the market sector been unduly held back by planning restrictions: NO
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o Have they (local authorities and non-profits) recognised that the future is already here
and are they reshaping investment plans to cope with how ageing and energy use
reduction will impact poorer households: YES

e Have they given thought to how long-term land supply and other policies could reduce
future house price rises: NO

e Are they mission ‘ready’: ALMOST

This illustration may help GCR think about how it prioritises the work needed to deliver an inclusive
growth mission. It could, of course, be much more detailed in the range of questions, and the
approach can also be applied to missions to meet the grand challenges of growth, ageing, and
sustainability.
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CHAPTER 6

FISCAL FUTURES FOR THE GCR

The fiscal cost, revenue and borrowing consequences of the Covid-19 pandemic have
transformed the scale and structure of all public budgets in the UK, at all levels of
government. The budget related discussion in this chapter is now a mere historical
footnote and there is, as yet, no clear sense of the likely boundaries of debt and deficit
beyond the autumn of 2020. The only certainty is that government expenditure and
borrowing will increase, and significantly, to 2025. However, the arguments that future
national fiscal pressures may strengthen the case for the rethinking of local tax bases
becomes more rather than less important. More urgently, there is a strengthened case
for the formation of a City-region capital fund to support integrated infrastructure
decisions.

6.1 Framing Possibilities for Taxing Futures

The uncertain futures facing the GCR are apparent when considering the potential resources
available. Will there be a continuation as ‘business as usual’ in central-local fiscal affairs within
Scotland, in a system that has changed in minor detail in this millennium? Or will new
constitutional and organisational arrangements emerge not only in relation to the EU and the UK
but in central-local relations (fiscal arrangements and expenditure role assignments) with the
Government of Scotland?

The GCR may soon no longer lie within the EU with some consequent reshaping of flows of EU
funds that benefit the region, not least regional policy and research funding that has had real
significance. There is a reported rising probability of Scotland and the GCR leaving the fiscal
arrangements of the UK within the period to 2025. Substantial consideration has been given to
what these constitutional changes might mean for Scotland, with predictions of reductions in the
likely growth of GDP and public expenditures lower (than under present arrangements) for a
decade ahead, though the forecasts below imply that it is important not to overstate short term
spending effects. There is little agreement of the implications of constitutional change on growth
and public spending for the longer term. It is likely that strategic investments in skills, innovation
and infrastructure that are made in the GCR will contribute to meeting the Grand Challenges
under any of the likely regimes emerging and the key questions pertain to how quickly essential
missions for GCR can be implemented. The uncertainty of Brexit and independence possibilities
is more a case of when change can be implemented than what needs to be done and where.

It is quite unlikely that the most local set of constitutional arrangements, those that govern the
fiscal relationships between the Scottish Government and local authorities, will change in the
period to 2025. For the 5 years ahead the GCR will have resource flow changes largely driven by
higher orders of government, from Westminster and Holyrood, and they are discussed in Section
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2 of this chapter. In contrast, an argument can be made that not only is it almost certain that
central-local relations will alter substantially in the further future but also that it is these changes
that may be of the greatest significance in reshaping and delivering the missions of the GCR. The
prospect for greater autonomy in local or metropolitan fiscal choices is likely to lie beyond 2025
but perhaps not far beyond. There are complex issues involved and GCR would be well advised
to build capacity and to think through different possible fiscal futures for the metropolitan area.

Across the OECD, in Europe, North America and Australia there is growing momentum, noted in
OECD’s own work (and in the work of the Brookings Institution in the US) and now finding traction
in enhanced devolution claims for the city regions of northern England that well-organised
metropolitan federalism is arguably the best fiscal framework for the future. It rebalances fiscal
powers down from national governments towards major, metropolitan economic engines. Growth
has seen trade and traffic and environmental effects increasingly flow across municipal
boundaries. Economic growth has raised the flow of tax revenues removed by national tax
systems whilst the service and investment needs induced by growth remain unmet within the
locality.

Scottish local authorities, along with those in the rest of the UK, operate within one of the most
centralised systems of local authority funding in the advanced economies (OECD, 2017; Slack,
2016). The assignment of spending and tax powers to the devolved administrations has so far
not led to substantial reforms in local government fiscal powers. The GCR, and other major
Scaottish city-regions now need to have regard to the drive for new powers acquired by and being
lobbied for by the city-regions of England, notably the Manchester and Leeds city-regions. These
places are not seeking the powers of GCR, they already arguably have more, but instead are
making cases for ‘Scottish-like’ powers and have been widely supported in these arguments, for
instance in the Kerslake Review seeking the rebalancing of Britain (UK 2070, 2019). There needs
to be an alertness in the GCR that they may be left behind, in relation to fiscal powers, by these
close competitors if Scotland only focuses upon relations between London and Edinburgh and
not also Holyrood and the local government of Scotland.

Either way, the emerging consensus across the OECD is that metropolitan areas with missions
to make and meet need modernisation of not just their expenditure roles but restructuring and
reassignments of fiscal bases. This longer-term set of issues is briefly explored in section 3 of the
chapter. A concluding, summary mission statement is outlined in section 4. That mission is closely
linked to the emergence of future government and governance arrangements discussed in
Chapter 7.

6.2 Public Finance Futures to 2025.

Further Change in the Context of Longer-Term Shifts to 2019

Withdrawal from the EU will see the end of direct spending support from Brussels on several GCR
relevant programmes (including the few farmers in the GCR). Brexit will also be important in how
consequent shifts in tax and spending decisions by the UK government impact devolved and
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overall public spending possibilities in Scotland. Households and firms in the GCR not only pay
significant taxes (substantial shares of income tax, VAT, inheritance taxes, capital gains tax etc)
to the UK government but also benefit from programmes not part of the devolution settlement with
Holyrood, including significant elements of regional policies, higher education research, defence
spending expenditures etc. The fiscal settlement between Holyrood and Westminster still involves
significant block grants of UK spending resources routed back to Scotland via the Barnett formula.
The detailed pros and cons of that set of flows are not argued here but it is important to examine
the forecasts of the fiscal resource flows for Scottish and local governments that have been made
for the period up to 2025.

Looking back to the start of the millennium and the reconvening of the Scottish Parliament in
1999, a period of significant growth in public resources to 2010 was followed by a decade of fiscal
austerity for Scotland. Currently, after that austerity, resource levels now represent shares of the
economy more like pre-1999 than through the spending growth period. The UK government, over
the last two years has signalled that the era of austerity is now at an end and resources are set
to increase. At the same time shifting patterns of spending have seen significantly higher growth
rates in health and social care expenditures, squeezing other sectors of expenditure. The
demographics of Scotland and the GCR mean that Health and Adult Social Care budgets are very
likely to rise at a relatively faster pace than other public service budgets.

A further factor of concern is that an increasing share of fiscal resources available to the Scottish
Parliament is now derived from incomes in Scotland. In consequence, productivity growth within
Scotland now becomes an even more central concern, and source of uncertainty for the Scottish
Parliament. The lower productivity growth is the greater the policy trade-offs and tensions in
balancing the mix of missions to secure growth, sustainability and fairness. Lower productivity
growth, rather than Brexit or independence per se, will be the critical constraint on financial
resources for Scotland and its effect on GCR will depend on central-local fiscal relations, that ae
discussed in the next section.

Given this background of heightened uncertainty, it is important when looking forward to assess
the risks attached to different revenue sources as well as the changing priorities and levels of
demand for different public services. The following paragraphs attempts to do this, looking at both
UK and Scottish trends and prospects.

Scottish Budget Prospects

The latest projections for the Scottish Budget were published in ‘Scotland’s Fiscal Outlook - The
Scottish  Government’'s Medium-Term Financial Strategy’ from May 2019 (see
https://www.gov.scot/publications/scotlands-fiscal-outlook-scottish-governments-medium-term-
financial-strateqy-2019/ ). The Medium-Term Financial Strategy (MTFS) looked at the five-year
period from the latest out-turn figures for 2018-19 up to 2023-24.

Table 6.1 shows the figures for total spending and for the main constituent parts of the Budget
taken from the latest MTFS. Figures are shown in cash terms, but forecasts of inflation are also
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included in order to indicate the degree to which, if any, budgets are rising in ‘real’ terms (i.e. in

terms of increased spending power).

In addition to the Central Scenario projections shown in Table 6.1 the MTFS also included Upper
and Lower scenarios for each of the main constituents and these are shown in Table 2 with
respect to the Resource Budget (i.e. the day-to-day spending budget which incorporates the LA
General Revenue Grant (GRG)).

Table 6.1 - Scottish Budget totals, £ billion

Budget heading 2018-19 2019- 2020- 2021- 2022- 2023- av.
(central scenario) (out- 20 21 22 23 24 annual
turn) growth
rate
Overall 321 33.6 375 38.1 39.9 41.5 5.3%*
Resource 27.6 28.4 28.9 29.5 31.0 32.2 3.1%
Social Security 0.2 0.3 3.4 3.5 3.7 3.9 85%*
Capital 3.6 4.0 4.3 4.5 4.7 5.0 6.7%
Financial trans. 0.4 0.5 0.6 0.5 0.5 0.5 5.3%
Capital Borrowing 0.3 0.5 0.4 n/a n/a n/a n/a
Inflation - CPI 2%
- RPI 3%
Source for Tables 6.1 and 6.2: Scottish Government MTFS, 2019, Table 4.
*Growth rates affected by transfer of Social Security budget to Scotland in 2020-21.
Table 6.2 - Scottish variant scenarios for the Resource Budget, £ billion
Resource Budget 2018-19 2019- 2020- 2021- 2022- 2023- annual
(out- 20 21 22 23 24 growth
turn) rate
Upper range 33.3 3.8%
Central 27.6 28.4 28.9 29.5 31 32.2 3.1%
Lower range 31 2.3%
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Tables 6.1 and 6.2 show that the Scottish Government expect cash (and real) terms increases in
both the resource and capital budgets, although the overall budget increase is exaggerated by
the planned transfer of Social Security (SS) responsibilities. However, the Scottish Government
plans will be influenced by several key factors, as discussed below.

The UK settlement (Block Grant and Barnett Consequentials) (£22bn)

Each year the Scottish Budget benefits from whatever Barnett Consequentials emerge from the
UK Budget and/or occasional UK Spending Reviews. The impact of these can be dramatic over
what had been previously expected. For example, in the first MTFS (2018) the Upper range
scenario for the Scottish Resource Budget in 2022-23 was £30.3 billion. However, in the MTFS
for this year the figure is closer to the Lower range scenario estimate. This reflects the inclusion
of very large Barnett Consequentials (£2.3 billion by 2023-24) relating to the English NHS
resource budget settlement. Clearly Scottish Government fiscal forecasters had not anticipated
such a generous settlement. (Note that the fiscal boost between the first and second MTFS is
likely to be largely confined to Health spending as such consequential are usually ring-fenced.)

In the same way that the 2018 NHS settlement exceeded expectations then so too may future UK
Budget settlements (and their Barnett Consequentials). Indeed, at present, it looks likely that the
Boris Johnson led UK Government, or any likely replacement, is likely to loosen the Exchequer
purse strings, at least in the short to medium term.

Scottish Income Tax revenues (£12 bn).

As of 2017-18 the Scottish Government took over responsibility for most Income Tax (IT)
revenues. In terms of impact on the overall Scottish Budget this meant two things:

o first, the Scottish Government could raise, or lower, the level of taxation;

e second, the level of taxation, versus what would have been available under the old system,
could vary depending on whether the growth in Scottish IT revenues per head of
population was above or below that experienced at the UK level2.

In the end both effects have come into play, as: the Scottish Government has, overall, raised IT
rates; and the growth in Scottish IT revenues per head has been below that seen for the UK. The
net result of these two impacts has been small as they have largely offset each other. However,
this does mean that the extra tax revenue that the Scottish Government thought it would be raising
in the future has not in fact emerged.

2 The Block Grant Adjustment (BGA\) is used to take such differences into account. Essentially it is the amount of Income Tax
receipts that would have come to Scotland based on UK policies and growth rates. Where the two differ in terms of outcome, as
opposed to forecasts, then a reconciliation payment is made
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Furthermore, while higher taxes were anticipated and included in past Budgets this will now have
to be clawed back via a reconciliation process. These sums are not negligible, amounting to over
£200 million in 2020-21 and anticipated to be over £600 million in 2021-223.

Such large adjustments may be connected with the relative slowdown in the Scottish economy in
2015 and 2016. This slowdown is connected, in part at least, to the fall in North Sea activity
brought about by a large drop in the price of oil. As such, the current significant negative
reconciliation adjustments may be temporary, but a degree of risk remains that they will continue,
even if at a reduced level.

Overall, latest forecasts show that the increase in funding brought about by changes to Scottish
Income Tax rates and bands (vs the UK position) has been more than offset by Scotland’s
relatively slower tax growth, such that there is an expected net loss of £-5 million to the Scottish
Budget in 2019-20 (also £-179 million in 2018-19 and £-122 million in 2017-18).

Clearly this is an area of great importance with respect to future funding but also one where it is
very difficult to predict (i) future Scottish Government policy and (ii) future Scottish economic (and

income tax) growth rates relative to the UK.

Borrowing (up to £3 bn)

The 2019 MTFS laid out capital borrowing plans for £450 million in 2019-20 and £350 million in
2020-21. If this proves accurate it will mean that two-thirds of the £3 billion capital borrowing limit
will have been used up just four years after the limit’s latest expansion in size. It also means that
if this level of borrowing is maintained then then the cap could be reached as early as 2023-24.

As aresult, not only are future prospects for increased borrowing diminished, but repayment costs
related to this borrowing are likely to rise in the medium term.

Non-Domestic Rates Income (NDRI) (£3 bn)

NDRI is a core element of the Scottish Local Government (LG) Budget. For many years after the
Council Tax freeze was imposed, NDRI, somewhat fortuitously, rose at a rate well above that of
inflation. However, this rapid, real terms growth ended in 2015-16 and since then growth has been
much more modest. The reasons for this turnaround are not well understood, which makes future
projections difficult.

NDRI is a tax revenue of particular interest to the largest cities and growth localities. The tax base
is closely coincidental with where growth is taking place and metropolitan areas have long argued
that it should also be deployed to meet the costs of growth where they occur. To prevent local
variations in tax rates the Scottish government centralises and pools the revenues from NDRI
before redistributing them back to councils on a per capita basis. In 2019-20 the NDR rating pool,

3 Other reconciliations will also be involved in relation to LBTT, SLfT and Social Security, although these are unlikely to be on
anything like the same scale as seen for Income Tax.
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which is used to manage the difference between the contributable and distributable amounts,
stands at £-100 million. It is uncertain how quickly the Scottish Government intends to bring this
back into balance.

Council Tax (£2 bn)

Council Tax (CT) is another core element of the LG Budget. In 2010-11 Council Tax contributed
almost as much to LG funding as did NDRI, both around £2 billion. However, the Council Tax
freeze has resulted in NDRI becoming notably larger. Note that, post the CT freeze, councils have
recently been allowed to raise rates by a maximum of 3%.

VAT receipts (£3 bn)

As well as the existing budget sources, VAT is also due to become a source of funding for the
Scottish Parliament in the coming years. Around half of VAT revenues raised in Scotland were
due to be assigned to the Scottish budget in 2020-21. However, concerns over the reliability of
the data has led to a delay in transference - possibly until after the fiscal framework review in
2022.

When the transfer finally occurs, the Scottish Government will have no power to vary any aspect
of VAT policy. However, the Scottish budget will be dependent on the strength of growth of VAT
receipts in Scotland relative to the growth of UK VAT receipts and, as with Income Tax,
reconciliations will be made where necessary. This will introduce another area of risk, with a
potential negative downside if IT is any guide, to the Scottish Budget.

Other Sources

In addition to the above revenue sources, Scotland and the Scottish Government also benefit
from a variety of other funding sources, including:

o Non-devolved funding - mainly in relation to i) Annually Managed Expenditure (AME) items
like benefits and pensions, and ii) non devolved public services like Defence;

e Financial Transactions - like the UK wide ‘Help to Buy’ housing scheme;

o City Region Deals - which represent a partnership of funding between the Scottish
Government, UK Government, local government and regional partners. At present the
Scottish Government is committed to spending around £1.3 billion over the lifetime of the
various projects;

e FEuropean Union support - in areas like Agriculture, Fishing, Regional Development,
Infrastructure and Innovation. For example, some €944 million has been allocated to
Scotland over the EU’s current seven-year budget cycle (2014 to 2020) with respect to
the European Regional Development Fund (ERDF) and the European Social Fund (ESF).
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Summary of Budget Prospects for the Next Financial Strateqy Period

In terms of the overall Scottish Budget where does the above discussion leave us? Current
prospects for the Scottish Budget are for a return to real terms growth, but at a very modest rate
of only 1 to 2% above inflation (i.e. 3 to 4% in cash terms). These prospects are subject to several
upside and downside risks:

Upside Risks
e post Brexit boost to spending in order to counter any (temporary) economic downside;
¢ new Government spending promises phase;
e close to, or at, the necessary degree of budget rebalancing.

Downside Risks
e Brexit slows growth of economy and taxes;
e world economy slowdown (e.g. from increased use of tariffs);
e unprotected budgets continue to receive real terms cuts.

In the short term the upside risks may dominate, in particular the UK Prime Minister looks set to
loosen fiscal policy and to raise public spending in several areas. This impact could be enhanced
post Brexit if growth enhancing government spending is considered necessary.

In the medium term, by 2025 at the latest, the downside risks may begin to dominate, if Brexit
proves difficult and disruptive. If the short-medium term fiscal resource future for Scotland is,
given the changes and uncertainties involved, not unduly pessimistic what will it mean for different
public service budgets. Which sectors and ‘missions’ might gain or lose?

Expenditure Risks and Budget Allocations

While Table 1 outlines the Scottish Government’s central scenario for the Scottish Budget and
the Resource Budget as a whole, they will not reflect the profile of most public service budget
settlements. For example, the Health budget is very likely to do better than average, and the Local
Government budget is likely to do worse than average. This reflects prioritisation of some budgets
which protect them from undue cuts or guarantee that they rise while others are falling. In the past
the NHS resource budget has been the biggest beneficiary of such protection but more recently
the Scottish Government has expanded its range of prioritised spending areas.

Current Scottish Government Policy Priorities

The 2018 MTFS outlined the Scottish Government’s policy priority areas in relation to the Scottish
Resource budget. These were (budget figures shown below are for 2019-20):

e NHS: £11.3 billion
e Social Security: £3.5 billion (in 2020-21, when the full transfer will have been made)
o Higher Education: £1.8 billion
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o Police: £1.2 billion
e Early Years and Attainment: small but growing budgets.

These priority areas consist of four of the top five spending resource budgets, the other being the
Local Government General Revenue Grant (£6.9 billion). In total, these spending priorities
account for over 55%, and rising, of the overall Scottish Resource budget. This means that if the
overall Resource Budget does not grow by a significant amount then non-prioritised budgets are
likely to face on-going budget cuts, at least in real terms (i.e. adjusted for inflation).

No forecasts for these spending priority areas were included in the 2019 MTFS, but the 2018
MTFS did include such forecasts which in turn suggested that non-priority areas would be facing
no cash terms increase in resource budgets (i.e. real terms cuts) going forwards. The large
increase in the future Scottish Resource Budget seen since the 2018 MTFS is not expected to
change this outlook for non-priority areas as it is stems from NHS related Barnett Consequentials
which are typically ring-fenced for spending in the same way in Scotland. As a result, prospects
for non-priority budgets remain downbeat.

Health spending

OBR forecast growth in spending on health to be roughly double that of GDP growth over the next
decade and well beyond that (see Figure 1). The problem could be even more acute in Scotland
where the population is ageing faster than for the UK as a whole. Given the size of the NHS
resource budget this has significant knock on effects for all other public service budgets.
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Per cent

1979- 1991- 2003- 2015- 2027- 2039- 2051- 2063-
80 92 04 16 28 40 52 64

Figure 6.1: long term forecast real growth in health spending vs real growth in GDP
Source: OBR Fiscal Sustainability Report, 2018

Adult Social Care (ASC)

Adult Social Care costs are also expected to rise at a rate well above that seen for overall public
spending. What that rate will ultimately be depends on the reforms that are finally agreed, post
the Barker and Dilnot Commission reports. It will also be influenced by how effective greater co-

operation between the NHS and adult social care services manages to be through the closer
integration of their budgets.

Social Security budget

In 2020-21 the Scottish Government will become responsible for over £3 billion of the Social
Security (SS) budget, relating to a range of different benefit payments. At that time an initial,
budget-neutral, transfer will take place. Thereafter, any extra changed commitments in these
areas of SS spending will impact directly on the Scottish Budget. At present, the expectation is

that commitments to higher SS related spending will emerge, although the scale remains
uncertain.
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Furthermore, the SS budget is largely demand led (i.e. needs to be paid regardless of how many
qualify for payments) which could lead to higher, or lower, than expected payments, potentially to
the detriment of other budgets.

Capital spending

The MTFS for capital spending shows an average annual growth rate of 6.7% (in cash terms)
between 2018-19 and 2023-24, over double the rate seen for the resource budget (3.1%). The
near 9% increase in the Scottish capital budget for 2020-21 is based on UK departmental
allocations for that year (which are not available for the resource budgets).

GCR will benefit directly from many expanding budgets on these ‘protected’ services and
investment budgets. However, in contrast to these protected services local authority budgets and
support have been both strictly controlled and diminished. Funding arrangements and settlements
for the local government settlement have seen the LG budget has suffer relative to the average
position. That is, whilst stressing the importance of local governments in acting strategically and
with vision, the major cities have faced substantial resource shortages and the spending on non-
statutory services such as local economic development, planning and research have incurred the
deepest cuts. There is a chain of events that has, in many respects disempowered strategic
decision taking in the city-region. With the NHS budget accounting for almost 40% of the overall
Scottish Resource budget in 2019-20 and the General Revenue Grant (GRG) accounting for
almost a quarter, then protecting the NHS budget squeezes the LG budget, with that squeeze
protecting frontline services displaces key capacities to shape and deliver key missions for the
GCR. There is no strategy business as usual, in consequence.

Wider Risks and Opportunities

e Brexit

The impact of Brexit on the economy and on finances remains highly uncertain, not least
because the final form of Brexit still remains unclear. There have been several forecasts
of the impact of Brexit on the UK economy by the likes of the Office for Budget
Responsibility (OBR), the National Institute for Economic and Social Research (NIESR),
the Institute for Fiscal Studies (IFS), the International Monetary Fund (IMF) and the OECD.
The Scottish Government and FAI have also made predictions and the main predictions
for different cities and regions in the UK for different Brexit scenarios and time periods are
summarised in Maclennan (2018).

In general terms, the negative impact on economic growth is expected to equate to as
much as 5% of GDP over the next decade, with most of these estimates based on some
form of deal with the EU. The impact of this negative effect is expected to diminish after
3-5 years. The fiscal impact of Brexit also remains uncertain. Initially, the UK’s public
finances should improve, as the UK is a substantial net contributor to the EU Budget.
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However, the negative economic effects could, over time, outweigh this effect. Again, the
net effect at this stage is difficult to predict.

There is also uncertainty over how existing EU funding might be replaced. Will it be simply
like-for-like or will there be winners and losers? At present the main areas of expenditure
that benefit are: Agriculture; Fishing; Regional Development; Infrastructure; Innovation
and Research with the latter three areas important for GCR. Funding responsibility for
some of these areas may be devolved to Scotland, although the current Government have
signalled more control over the delivery of regional policy projects within the devolved
administrations in the Shared Prosperity Fund intended to replace European regional
Policy Support. Furthermore, being outside of the EU will allow for greater leeway in the
type government interventions allowed, e.g. to support specific industries.

e Independence

Like Brexit there are a wide range of possible options in relation to what ‘independence’
might mean in economic and fiscal terms and the key economic questions are similar. For
example, what will the impact be on trade and the economy of the UK/Scotland leaving
the EU/UK?

In other ways the two differ. For example, in the case of Brexit the UK will, at least initially,
gain in terms of the impact on public finances from leaving the EU. Conversely, in the case
of independence, it is likely that Scotland will lose out in fiscal terms by leaving the UK.
Latest estimates, derived from GERS 2019 and roughly in line with the Sustainable Growth
(Wilson) Commission Report, suggest that the ‘starting point’ loss would equate to around
£12 billion. How such a ‘difficult transition’ might be tackled remains an area of conjecture
at this stage but it could potentially place a considerable strain on public expenditure for
some time.

Scope exists for independence to be tackled in a less dramatic fashion. For example, if
independence led to a state of affairs where some services are still shared between the
UK and Scotland (e.g. Defence, International Affairs, some taxes and benefits) then a
continuation of something akin to the current funding arrangements might be conceivable.

e Productivity

At present the OBR forecast a revival of annual productivity growth from around 0.5% in
recent years to over 1% over the forecast period to 2023. However, this revival has been
long anticipated, and the OBR admit that it is unsure of its emergence. Both upside and
downside risks can be seen re current productivity growth forecasts and how they relate
to future funding levels. On the upside, a return to the long-term growth rate of over 2%
would improve funding prospects. On the downside, the failure for the OBR’s revival to
over 1% a year would worsen prospects. The key case for GCR to make, with increasing
low productivity a grand challenge for the city-region, is that a new priority for investment
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in skills and infrastructure in the region in spending plans would both reduce the incidence
of needs of diverse kinds and raise Scottish incomes. The institutional and other changes
required to drive regional economic change could be different in and independent
Scotland and, of course, the prospect of re-joining the EU post-independence raises a
whole new set of economic and budgetary uncertainties

¢ Demographics

In the medium to long term changes to demographics ranks alongside productivity growth
in affecting future funding prospects. Figure 6.2 highlights the impact that an ageing
population makes on funding levels for particular, big spend, budget headings. GCR will
face these demographic spending peaks over the next two to three decades and the
work/retirement age is likely to increase steadily over the decade ahead and there are a
whole series of different approaches to tax and spend arrangements for ageing
populations that can unfold.

===Total spending  =====Education

Health e Adult social care

s Other spending ==—\Welfare

0 5 10 15 20 25 30 35 40 45 50 55 60 45 70 75 80 85 90 95 100
OBR Age

Figure 6.2: Average Public Spending per person by age

OBR assessment

The OBR publishes a national UK level risk to public funding in the medium and long term as
assessed by the OBR and the most recent estimates are set out in the Table below. For the
period to 2023-24, the short period of this review, despite the Brexit and other uncertainties
noted above, there are relatively few high impact negative shocks that are likely to ‘crystallise’.
Excessive fiscal loosening is regarded as the major risk. Looking to the future fiscal
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management of the GCR there is merit in considering consolidated fiscal accounts and
forecast for the GCR along with risk assessment tables of this kind, perhaps even applied to
each of the key ‘missions’ that GCR pursues. This is an issue GCR should raise with the
Scottish Fiscal Commission.

A similar observation applies to the risk reviews for the longer term to 2063 (beyond our time
horizon). Over that longer time span low productivity, ageing and the consequent health and
social care costs are seen to be the greatest threats to public finances and not constitutional
change. The missions GCR pursues may have to progress in turbulent constitutional times
but in the longer term it is coping with ageing populations and the challenges involved in
raising productivity that are the greatest threats to budgets in the OBR assessment. They also
note, importantly, that there are also, particularly in the medium to long term, a few risks with
a low likelihood attached but a high potential cost. These include:

¢ Climate change: influenced by both real changes in temperature affecting conditions as
well as changes to the perceived risks by governments worldwide;

o Political instability: in relation to China, Russia and the Middle East in particular, but
potentially also to the EU and the USA,;

o Energy prices: connected to i) climate change concerns, ii) Middle East instability, and iii)
environmental and safety concerns over nuclear power.

The scientific evidence emerging regarding the ‘climate emergency’ rather suggests a greater
urgency to dealing with the causes and the already rising, costly consequences of climate
change. The role of patterns of metropolitan living in contributing to greenhouse gas
production and how new patterns of transport and housing cad reduce such negative effects
allied to the energy price effects highlighted in the third strand of OBR thinking suggests that
at the metropolitan scale, and for GBR climate change and energy costs are significant,
‘crystallising’ risks. In missions for GCR, productivity, ageing and social care and climate
emergency are longer future risks but priorities that must shape fiscal and other actions now.
Can metropolitan areas have future fiscal and spending powers to make stronger choices
about pursuing these priority missions?

6.3 Fiscal Devolution to Metropolitan Areas

Even a cursory look across the fiscal arrangements of advanced economies that Scotland seeks
to emulate reveals two immediate observations. The first is that of the almost 300 metropolitan
areas with populations exceeding 500,000 around 60pc have some form of metropolitan
governance of groupings and partnerships of multiple local authorities (Ahrend, 2017). Less than
a fifth have any significant tax powers but the proportion with some fiscal autonomy from their
national or regional government is growing. The second is that the UK and, within it Scotland,
have measures of centralization of government spending and taxation that suggest minimal levels
of fiscal autonomy for municipal and metropolitan authorities. Only former Warsaw PACT
countries with barely reformed local government finance systems match the centralised control
over British local governments (Slack, 2016, 2018: Puentes and Katz, 2014)
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When focus is placed on the fiscal base of UK authorities, their reliance on one form of tax, the
Council Tax on property and Business rates, and central control over that base and much of
capital spending, the need for change becomes rapidly apparent. There is no mystery, a
structurally limited system in principle has been badly managed in practice, as the failure to revise
the fiscal base as property values change over time and to depress tax rates, leaving local
authorities essentially dominated by central government. The drawbacks and inefficiencies of the
system and the need and roads to reform but have been highlighted at UK and Scottish levels by
a series of recurrent fundamental reviews, such as The Burt Review 2006) of local taxation in
Scotland; the Lyons Inquiry into Local Government (2007) for the UK as a whole; The Mirrlees
Review (2011, IFS) of the UK tax system as whole; Reform Scotland (2015) on strengthening
local democracy (and updated in a variety of publications since, the latest being - ‘Beyond
Holyrood: Why Scotland’s economic future depends on local power’ (May 2019); The Scottish
Commission on Local Tax Reform (2015) that looked at municipal revenue sources in Scotland;
The Barclay Review (2017): which looked at possible reforms of Scotland’s business rates
system; and IFS (IFS, March 2019) that, focused on best options for devolving tax economies in
England only but many of the arguments will be relevant for Scotland too. And there have been
numerous, and continuing, reviews within the Scottish Parliament to review/revise the Council
Tax system.

It is a mark of strategic failure in the Scottish Parliament over 20 years that these studies have
led to little or nothing in the way of revisions to the Scottish tax systems. Fundamental reform has
been avoided due to a mix of complexity and well-defined ‘winners and losers’ that has repeatedly
led to politicians avoiding implementing recommendations that have been proposed. Arguably the
Scottish government need to develop a Mission framework to reform the fiscal framework for
Scottish local government. Governments, and oppositions, cannot justifiably argue that
households, firms and local governments should be flexible and creative in the face of continuing,
often globally driven change, when denying localities the resources and autonomies to make such
changes because of narrow sectional interest.

Proposals for future resources for local authorities have focused on reforming local taxation
sources and these are discussed immediately below. However other forms of revenue are
potentially significant, they are discussed then attention paid to capital funding possibilities.
Reform proposals themselves have varied but the most fundamental relate to how to tax property,
in relation to both business land and domestic land. Most tax system changes require need careful
transition, over a number of years, in order to protect losers from sudden changes in
circumstances. In consequence, few of the significant tax reform proposals noted below are
implementable before 2025 although revising the existing arrangements for Council Tax (CT) and
Non-Domestic Rates (NDR). In the former case, usually to make charges less regressive and in
the latter case, to incentivise growth of NDRI.

Proposals to amend existing tax sources for Scottish councils vary from:

e replacing, in part or in full, CT by some form of local income tax;
e replacing both CT and NDR by some form of land tax.
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In most cases it is foreseen that any radical change would face the major obstacles to radical
change of:

¢ the past failure to steadily revalue the tax base for CT (which is still based on the estimated
sales values of 1991) means that updating is likely to involve substantial differences in
relative changes of tax charges across different properties

¢ land values are not fully known under any system and considerable work may need to be
done to provide such values (this is a task that does not lie beyond provincial and state
governments in, respectively Canada and Australia and has been much simplified by GIS
property databases and econometric valuation techniques)

e achieving the best system of securing desired redistribution of tax so that local resources
and expenditure needs are better aligned (equalised) across LA’s.

Other difficulties include the cost of setting up and running any such new or revised tax, especially
for smaller councils, although the GCR could provide a focus for change.

A consensual mission for change is clearly required. Improving the Council Tax may be the only
option for now in core local tax reform. But other possibilities exist:

e almost 20 years ago the Federal Government of Canada recognised that municipalities
had an inadequate (property tax) base to make significant infrastructure investments and
they responded by agreeing to permanently share them a fixed proportion of the
gas(fuel)tax. The Scottish Government could offer councils a permanent share of the
LBTT collected within their boundaries, not least as that might signal the growth pressures
within these places.

e The growth of new mobility and short-term ‘sharing’ services involve localised big-data
usage Air B’'nB for example: in the year to September 2019 the company collected $9.2-
million for a municipal (Vancouver) and regional district tax which is designed to fund
affordable housing (Globe and Mail 6" Nov, 2019). Should GCR have a tax on aspects of the
sharing economy?

e There is already active discussion of new locally managed taxes including Tourism (bed)
Taxes and measures such as congestion/parking charges.

These are all changes that speak to significant issues in managing metropolitan spaces that are
under pressure and GCR should seek to design a sensible package of such local tax measures
and charges that may reduce some pressures and provide some useful resources. This is a task
for now. As strategies to deliver zero carbon are put in place there will be key roles for regulation
and planning but also pressures at all levels of government to tax inefficient fuel users and carbon
producers, though active travel (walking and cycling), mode choices and greener motoring may
reduce such potential revenues (and have their own congestion effects). Meeting the
environmental mission may require such taxes and charges and the case for them as a
metropolitan revenue stream could also be argued. However, the Mirrlees Review took the view
that a) there should be a consistent price applied to all carbon emissions and b) current fuel taxes
should be replaced by a national system of congestion charging, neither of which affords much
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scope for ‘local’ taxes in this area. A dedicated central-local sharing of the revenues raised may
help obviate this difficulty.

Whilst long term reform and replacement of the property tax and the potential pros and cons of
land taxes and local income taxes are considered, there is scope for the GFC to investigate the
potentials of more diverse local tax resources as noted above and for Scottish Government to
signal its commitment to the cities that drive growth by sharing some appropriate tax base that
would help fund the expenditure obligations that are shifting locally in an un-funded fashion.

In moving forward to a new financing system for sub-national expenditures in Scotland, it is
important to ensure that all areas have the resource base to support ‘merit good’ levels of service
and to adjust (or equalise) budgets to allow for different councils having different capacities to
raise revenues in relation to different forms of taxation. This is particularly pertinent in relation to
the GCR, which consists of the following eight councils - East Dunbartonshire, East Renfrewshire,
Glasgow City Council, Inverclyde, North Lanarkshire, Renfrewshire, South Lanarkshire, and West
Dunbartonshire. These councils, as noted above, include some of the most advantaged and
disadvantaged LA areas in Scotland. If some fiscal resources flow directly to GCR then it too will
have to agree redistribution criteria. This discussion raises the critical issue of the long-term
government, as opposed to governance, structure for the metropolitan area and these issues are
deferred to Chapter 7.

These local discrepancies will have a significant effect on the impact of any new or amended tax
system, particularly in relation to Income Tax and Property Taxes. Different discrepancies will
also arise in terms of the tax raising potential in relation to taxes like NDR, congestion, tourism
etc., which makes the introduction of incentives very tricky. There is also a need, on a regular
basis, to recalibrate councils budget baselines based on relative need, so that inequality in the
level and quality of public services provided across council areas does not become overly
distorted. Again, this will involve complicated and difficult decisions.

Expanding Capital Funding

Discussion of public funding possibilities for the period to 2025 has suggested that public capital
expenditure available is likely to increase through rising local authority capital expenditures.
Maintaining or expanding other government capital support for economic and social change, such
as for the City Deal and the current Affordable Housing Programme, will involve sustaining or
increasing GCR ‘shares’ of Scottish capital programmes, such as for housing and transport, and
securing significant shares of UK ‘industrial strategy’ and ‘Shared Prosperity Funds’, including
recently announced town initiatives (that could have salience in centres at the edge of the
metropolitan area).

In the earlier chapter on infrastructure the absence of a clear, integrated infrastructure investment
plan for the GCR was highlighted. It may be appropriate as an urgent action to establish a City-
Region Capital Fund. This Fund could be:
¢ An integrated source of advice and support for
o GCR funding bids
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o Municipalities in planning bids for public capital
o Non-profits seeking public and private funding for housing, renewal and other
initiatives

A key locus for analysing, informing and evaluating funding bids to be made to Scottish,
UK and EU entities
A source for an ‘innovation’ fund to support new approaches to delivering key ‘missions’,
and to create a partnership linkage to national innovation funding sources
The locus of integrated information on past patterns of public capital expenditure within
the GCR, current budgets and finance pipelines for places and activities for the period to
2025
There would be a specialised group within the GCR Capital Fund with responsibility for
providing a cross-sectoral infrastructure investment plan to 2025, linking it to place
priorities of the GCR and other key policy expenditures

The Fund could also have regard to promoting and delivering ‘non-traditional’ sources of funding
within the GCR. This would include:

Expanding the use of the growth-accelerator model that SFT have successfully promoted
in other localities

Pursuing TIF possibilities with local expertise and vigour and supporting private
commercial entities to maximise the coverage of Business Improvement Districts in sub-
centres throughput the GCR

Developing a substantive expertise in extracting land value uplifts consequent to planning
changes and infrastructure investments, setting overall targets for specific schemes and
making this a more prominent element and expertise in GCR investment planning (for
instance it did not feature in Scottish city deals: in contrast, Australian city deals are
required to indicate a ‘gain extraction’ target before they are funded); gain uplift extraction
is usually most productive in growth contexts and will probably least help the poorest parts
of the city region but concentrating demands on accessible space as movement costs
increase over the longer term will lead to significant increases in centrally located land
beyond 2025.

Establishing, and managing (in conjunction with the third sector), a Supporting the
Community Fund that would allow larger and small businesses alike to demonstrate
corporate social responsibility not by (expensively) designing their own programmes but
by committing resources to social and environmental purposes in the region: such
approaches have been successful in larger Canadian cities, notably Toronto.

This mix of shorter- and longer-term actions would create an informed, powerful GCR Fund with
infrastructure and community interests that would aim to raise funds available to deliver key
‘missions’ and provide a coherent investment plan for GCR. If this set of functions were to be
combined, in the longer term, with GCR officials designing and managing a more varied range of
local charges and taxes, and arguing for metropolitan tax autonomies, then GCR could aim to
create, within 5 years, a Regional Budgetary Agency (incorporating the GCR Capital Fund). This
would be a radical departure in sub-national government in Scotland and the UK and represent a
step-change in the economic and budgetary policy making capacity for the GCR. It is the
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framework for an entrepreneurial regional polity and bureaucracy replacing the crumbling
capacities to manage cutbacks.

6.4 Framing Finance to Support Missions

Finance and budgetary outcomes will feed into all the substantive missions and flows of well
managed funds and well-designed taxes and charges will be central to their success. In many
regards reforming finance supports the sub-missions for the city-region, in some ways similar to
modernising spatial planning and infrastructure budgeting. The aim here is: To create public
budgetary and finance institutions and measures that will maximise the flow of public capital and
assistance into the GCR, ensure that it is effectively managed and aligned with the key mission
requirements throughout the GCR and promote innovation in how GCR, and the governments
that it seeks autonomies and resources from, become appropriately empowered and resourced
to deliver the key local missions for a third of Scots.

At first blush the prospects for finance reform seem quite poor for the period to 2025:

e funding for non-protected budgets (like Local Government) are unlikely to return to a
position of maintained real terms growth in the next few years and may even continue to
fall;

e potential sources of new or revised funding sources remain mired in controversy and
seemingly difficult, politically, to make progress on;

¢ demographic related pressures are likely to increase in the medium to long term, requiring
a greater share of the budget to go towards Health, Social Care and Pensions, but they
are already impacting the provision standards and provision costs for infrastructure
providers now building to meet these future requirements ( and similar remarks can be
made in relation to investment, say for example in housing, to meet 2040 zero carbon
goals);

e Brexit may have a negative impact on revenue prospects and on the pace of ageing of the
population (as the flow of younger immigrants may diminish).

The short-term actions that can be progressed immediately and towards 2025 include:

o Establishing a GCR competence or task force to immediately seek to maximise
strategically relevant inflows of finance from UK and Scottish government place, sector
and ‘industrial’ initiatives; GCR needs to get ahead of, anticipate and influence such
change

¢ Acting now to review and implement ‘pressure’ taxes and charges

e Quickly revisiting and resolving outstanding technical issues

o Make clear cases for increased tax revenues to maintain close to current public service
levels and standards

e Beginning to form a GCR view on what would constitute an effective metropolitan tax
system, by 2021, with a view to inducing Scottish Government change by 2025

e Establishing the GCR Fund by end 2021
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The longer-term actions beyond 2025 involve:

¢ The shaping of a new system of metropolitan and municipal taxation for Scotland that will
support, through incentive effects, key missions and more generously fund them, from
raised tax revenues on unearned land value uplifts and carbon producing and polluting
activities

o Directly capturing a greater share of business taxes (rates) that currently leak from the
GCR into overall Scottish Revenues

e Creating a GCR ‘Treasury’ or ‘Budgetary Office’ that will integrate expenditure and tax
functions and develop a capacity to locally innovate and nationally lead the debate for
further change

However, when a tipping point will come that allows for any such ‘radical’ change is very difficult
to predict. With local governments unleashed from the shackles of the last 30 years of major
national policy settings for public finance and infrastructure investment there is both a recognition
of the imperative of government leadership in setting key structure for the market to operate.
There is also now a growing recognition on the part of the public that change is needed. The belief
that taxes might have to rise, in the UK, from their present levels, stood at 60% in 2017, up from
the mid-30%’s post the Financial Crisis (Resolution Foundation - ‘Breaking the Rules’, 2019). This
level of support was last seen in the 1990’s i.e. prior to the decade of increased public spending
by the Labour Government. That renewed support, arguably, deserves a better system for
supporting action closer to where voters live.
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CHAPTER 7

GLASGOW CITY REGION: AN ENLIGHTENED FUTURE

The depth, breadth and length of the recession that is likely to follow the Covid-
emergency means that there will be no return to business, nor government and
governance, as usual. Government structures and processes that are rooted in history
rather than current necessity are now less likely to survive the period to 2025.
Collaborative governance, garnering together all the talents that can allow the GCR to
survive then thrive, must flourish. Old silos of provision and thinking cannot survive the
imperative for connected, cost-reducing and creative thinking. There is a need to
recognise entrepreneurial and risk-taking talents within public services. City-region
leadership and enlightened decision taking will be major factors in how the Glasgow
city-region fares beyond 2025. In turn, although there is early, indeed premature,
discussion that more rural and less dense spatial structures will now feature more
significantly in Scotland, it is likely that Glasgow and Edinburgh city-regions will have
the scale and agglomeration capacities and global connections to continue to be at the
forefront of economic and population change in Scotland. The conclusions of this
chapter hold as true post covid-19 as at the start of 2020.

7.1 City Region Experiences, Existential Threats and Enlightened Futures.

Glasgow City-Region is a still new structure of governance that arose quickly to shape a major
City Deal bid and then deliver the programme that was funded. In its evidence to the Gatewayl
review, the Commission considered that the City-deal has been effectively managed and noted
that there were significant benefits arising from wider, coordinated cross-municipal discussion of
strategic issues relevant to the metropolitan area as a consequence of the deal. However, it
should also be recognised that a lack of pre-existing regional structures and a shared strategy for
regional economic development at the time the city deal was being put together conditioned the
mechanisms for delivery, the extent of involvement of non-municipal partners and the
configuration of the deal itself.

The PMO was set up as a co-ordinating mechanism to bring together (mainly infrastructure)
projects that were for individual local authorities to take forward. Had there been stronger regional
governance structures, or an arms-length infrastructure planning entity with capability and a
strong track record such as Travel for Manchester, many of these projects might have been
conceived and managed differently. Had the regional economic partnership been in place, it is
possible that a different strategy might have been pursued, with greater engagement with, and
involvement of, civic partners. This is not a criticism of the GCR but a recognition of the limited
capabilities that they had at the time to take economic forward economic decision taking for the
city-region.
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The notion that the, broadly defined, Clyde Valley constitutes a potential coherent basis for some
sub-national government or governance is almost a century old and the idea has waxed and
waned (Maclennan, Waite and Muscatelli, 2017). In the precursor debates and discussions that
led to the Clyde Valley Plan (1946) there was strong advocacy for a metropolitan government as
well as a regional plan (and indeed substantial opposition to such an idea in the Glasgow focused
Bruce Plan of the previous year). Within 30 years, in 1975, Strathclyde Regional Council had been
established. SRC operated successfully and outlived metropolitan authorities south of the border,
only to be abolished as it celebrated its 21 birthday, in 1996. City-region collaboration continued
subsequently e.g. through the preparation of a strategic statutory plan (now Clydeplan), co-
operation on European funding and the management of transport provision (SPT). A brief
investment collaboration occurred in 2002-2003 as the 8 local authorities engaged in a vision
statement and bidding process to secure access to The Scottish Cities Development Grant (a
fore-runner of city deal models) but that cooperation atrophied as the then Scottish Executive lost
sight of their own objectives and failed to substantially fund the programme.

Whilst regional governance arrangements and government powers fluctuated, there was arguably
not one period when strong regional arrangements coexisted with favourable economic and public
funding phases of regional development. SRC, while being innovative in many respects
(particularly through its engagement with economic development alongside its service delivery
and social strategy), principally focused its efforts on mitigating damage caused by the closure of
manufacturing industry in the 1970s and 80s and on tackling the multiple deprivation in
communities largely consequent on high unemployment. Nor has there been any significant,
autonomous financial base, as discussed in the prior chapter, to underpin regional decision taking.
It could be that the present city-region arrangements also dissipate and disappear if, and when,
city-deals are no longer important. However, the arguments made throughout this review stress
that there is now a metropolitan moment in effective governance arrangements internationally
(Ahrend, 2016; Slack, 2018; Katz, 2017) and a steady trend in favour of creating or strengthening
metropolitan authorities. New times, new taxes and new technologies are all driving these shifts
and this concluding chapter focusses upon what the governance of the city-region might become.

While we remain uncertain about Scotland’s future status in the UK and the nature of our
relationships with the EU, we are unambiguous in our belief that more effective metropolitan
government and governance will be a priority concern within the next three decades. Realistically,
the political energy and attention required to craft a better system of government within Scotland
will not be deployed until there is some ‘settlement’ of the bigger constitutional issues and is
unlikely to occur in the next five years. A full-scale re-organisation of local government is unlikely,
despite the well-rehearsed problems of the current 32 authority system.

These difficulties are particularly acute in West Central Scotland with eight authorities of varying
size within the city region and a further four authorities on the western edge that also look to
Glasgow as the metropolitan centre. Uprooting the existing structures could be expected to cause
significant resistance and this has effectively ruled it out of political consideration for the last
twenty years. That said, the next five years is a period when the city-region will have more impetus
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to build cases for the kind of governance it believes to be effective. There are already a whole
range of issues in policy and delivery for securing inclusive growth and environmental
sustainability that local governments (working together) understand better than national civil
servants but these, often tacit, understandings are often lost in national policy debates.

The two big-city regions of Scotland are of such significance to Scotland’s economic,
environmental and social futures that they need to craft the understandings, institutions, political
and bureaucratic capabilities that will drive creative change from below rather than invariably rely
on Scottish level action in politics and spending. Metropolitan entities cannot simply be excluded
from or absent themselves from policy debates, content to be soporific spenders of national
resources, they must be active, informed and creative leaders, taxers and regulators. Energised
metropolitan authorities will demand, downwards, similar responses from the communities they
serve and the providers they support and, upwards, more from the agencies and departments of
national governments.

Creating a new government structure requires time and inevitably raises issues of transfer of
power. The effort to make such change may be more likely if collaboration within a governance
rather than a government structure in the focus and leads to demonstrable and significant gains.
In the remainder of this chapter we focus on issues of governance change, assuming the existing
structure of local government remains in place, as there are both shorter and longer-term
possibilities to explore. International evidence suggests the more cities recognise the complexity
and significance of the tasks they face and the resource challenges in meeting them, the more
they understand that the existing, often old, geographic boundaries and rigid sectoral policy
divisions are constraining progress. Flexibility and creativity within government will be
increasingly critical as challenges mount and resources tighten.

Glasgow is already committed to the notion of becoming a technologically smart city and it can
be inferred that there is an appetite across the city region to move in that direction. It is argued
below that to date we have seen more progress on rhetoric than on the reality of such action. It is
also argued that something more than technological smartness will be required. Not much can
be gained if technologies are smart but strategies and service plans remain limited in use of
evidence and integration. The city-region must be informed and intelligent in order to act
effectively. How should intelligent governance be developed in a metropolitan area to give
maximum benefit both in driving forward the economy and in engaging with citizens?
Technologically smart and strategically informed are essential attributes for the future city. But it
is politicians and not engineers, economists and planners that lead cities. The future metropolitan
area will have to be both smart and intelligent but also enlightened, in that political leadership
embraces core ideas of wellbeing, fairness, inclusion and sustainability and consistently pursues
these goals even if control shifts from one political administration to another, with an emphasis on
ends rather than means.

Glasgow city-region, in retrospect, faced a near existential threat with the half century erosion of

the economic base from the 1930’s to the 1980’s. Yet Glasgow never became Detroit largely
because of the resilience of its people and institutions. The continuity and capability of its local
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government structures and civic leadership, which from the mid-1970s onwards strategically
harnessed resources, promoting cross-government and cross-agency action that first ensured
regional survival and then strengthened the economy and social fabric of the city-region,
prevented catastrophe and addressed some of the most pressing problems affecting
neighbourhoods. The new existential threats, the grand challenges, discussed above now
demand a similar step change in how we deal with issues of population and environment as well
as the economy.

How do we start to govern differently? The next section (2) of this Chapter examines the notion
of smart and intelligent cities, as attaining and sustaining these attributes will be central to longer
term competitiveness, and briefly assesses regional progress towards that goal. Section 3
considers whether there are signs of governance shift in city-region investment decision taking
and service provision since the formation of the city-deal. Section 4 discusses ways in which the
governance of economic, and related, policy within the city-region could be developed. A brief
conclusion is presented in section 5.
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7.2 The GCR as a Smart and Intelligent Metropolitan Region
Smart

The notion of the ‘smart’ city positions ‘cities’ as major repositories of data, records and
information. This is not a new phenomenon - cities have always been rich in data. Lewis Mumford
(19561) noted that the innovation of writing and urbanisation developed together in the ancient
world with early scripts used to record transactions and mark territory; in the middle ages when
‘the wandering rulers of the European Middle Ages settled in capital cities, they installed a
“regiment of clerks and permanent officials” and established all manner of paperwork and policies
(deeds, tax records, passports, fines, regulations), which necessitated a new urban apparatus,
the office building. More recently, “The repetitions and regimentations of the bureaucratic system”
— the work of data processing, formatting, and storage — left a “deep mark,” as Mumford put it,
on the early modern city. New data communication and storage technologies are disruptive but
part of a continuing process of transformative change linked to cities. What counts as ‘smart’
evolves.

The adoption of digital communication technologies and the internet of things have been widely
promoted, since the start of this millennium, by governments and technology companies alike as
attributes of a ‘smart city’. Glasgow was successful in 2013 in securing funding from UK
government for its ‘smart city’ initiatives through the £24 Million Future City Demonstrator project.
While there were some important advances through the project, officials interviewed were candid
that the project did not deliver all that was hoped. Glasgow sought to deliver it very largely in-
house, without the partnership approach that characterised similar, although less well funded,
developments in Bristol.

Although Glasgow leads the smart city strand within the UK core cities network and has become
a member of the Metrolab network, having been identified by the Foreign and Commonwealth
Office as one of the leading UK smart cities, the Glasgow city and the city-region do not currently
feature strongly in global discussions or recognised groupings of ‘smart cities’ (Joss, 2016). Given
the major investments in the Edinburgh City-region Deal geared to making Edinburgh the ‘data
capital’ of Europe (although these are primarily aimed at stimulating data industry development,
they are appearing to have spin-offs in thinking about public services) Glasgow is at risk of falling
behind. Arguably it will do so unless, as staff and experts interviewed suggested, there is (i)
significant new investment and (ii) a more collaborative approach with greater involvement of
expertise from universities and business. The extent of progress in using ‘smart’ technologies in
managing and governing the city-region will be discussed further below but at this juncture the
focus is on refining and expanding the notion of ‘smart city’.

Technology companies strongly promote ‘smart city’ technologies as there are significant returns
for them in securing new business, especially where that involves selling off the shelf or lightly
customised packages. In business terms this is no smarter than developers arguing that a city
needs more well insulated homes or bus-builders stressing the merits of new fuel-efficient buses.
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Local authorities are attracted to the notion of smart cities, not just because the ‘smart’ label is
politically appealing but also because they are promised that new methods involving the use of
top-down or centralised control measures for monitoring key city flows and controlling and pricing
the use of assets and services will make them more effective, enabling them to deliver better
outcomes. But they struggle to deliver because in the UK very few authorities have been able to
attract experienced people with a data analytics background and people with these skills tend to
be in middle rather than senior management Council roles. In a context where technologies are
fast moving, where authorities are faced with cuts and the loss of experienced staff, it is hardly
surprising that many, although not all, local authorities have only a limited understanding of the
operation, pricing and potential of new technologies and are not as responsive as business is now
required to be by market pressures.

Technology companies now also direct ‘service improvement’ arguments to consumer/voters,
stressing how digital technologies and the internet of things will improve their lives. For instance,
“It's clear that technology can enhance local government operations in many ways, such as
bringing high-speed internet to libraries or ensuring targets to reduce energy waste in public
places can be measured. What is even more positive is that the Scottish public is so willing to
embrace new innovations from their councils. When implemented effectively, ICT can make
Scotland’s communities great places to live, as well as optimising council spending. Through
SWAN, we're working to help councils build the 10T networks their citizens want quickly and
securely, by offering fast and reliable connectivity”. (Jack Anderson, Capita, December 2019).

A more sceptical approach is required. Even if the technological claims made by vendors or smart
city enthusiasts were accurate it would still be important to identify whether they do, in practice,
lead to the organisational and delivery benefits claimed, and to question why the products might
not be ‘implemented effectively’. Even if they are technically efficient, are they consistently
deployed in a way that is seen by citizens and communities to be of value to them. These complex
smart city investments are seldom systematically evaluated — evidence often takes the form of
single implementation case studies intended to show the future potential of a technological
solution rather than analysis of how it contributes to broader system change. There is little
attention to, or agreement on, what threshold level of technological change renders a city ‘smart’.
The rhetoric of the ‘smart city’ industry implies an imminent urban future, emerging by 2025, of
‘embedded sensors, ubiquitous cameras and beacons, networked smartphones, and the
operating systems that link them all together’ that ‘will produce unprecedented efficiency,
connectivity, and social harmony’, none of which currently exists in any major UK city, although
there are leading exemplars, such as London Transport, of some of the benefits of integrated
systems in an urban context.

In the introductory section it was argued that city-regions are complex systems. The ‘smart-city’
approach often views city region systems as if they were top-down machines. This raises
guestions about who controls the machine and for what purposes? How might data be harvested
and safeguarded as well as used? Those running cities and conurbations are democratically
accountable in ways that businesses are not, raising fundamental questions of whether the right
perspective on city systems is being advocated by the technology providers who have been its
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most vocal proponents. The top-down, vertical, single sector management model of public
services and policies is unlikely to function well in the disruptive and resource constrained
contexts that local authorities currently operate in - and are likely to continue to face beyond
2025. A more ecological systems perspective, focusing on evolution and complex bottom-up
interactions appears to have greater framing power in understanding future city issues (Martinidis,
2019; Komninos et al, 2019). If flexibility, creativity, partnerships and networks are the challenges
and conduits for future governance, continuing with a bureaucracy centred, top-down municipal
‘smart city’ approach would be short-sighted. Digitalisation and the emerging techniques for
gathering, analysing and making available data should be associated with new ways of working
that are more partnership based and citizen-facing. The evolving city system beyond 2025 must
have an impetus that ‘comes from consumers and their smartphones’ maximising their abilities to
work, live and play as they want.

There are several principles that the City-Region could adopt to ensure that technologies adopted
lean towards the citizen interest. Cooper (2017) argues that:

e Smart city technological packages need to be diverse, with projects meeting the principles,
vision and needs of each place and not offered as a homogeneous and soulless “standard
smart city”.

 New tools and innovations being brought to market should put the citizen front and centre.
The smart solutions should provide something that citizens need and something that will
clearly benefit them.

e Limited city resources mean that change will necessarily be gradual, street by street and
then district by district.

e Internet connectivity should be used not just to connect to monopolistically provided
services (private and public) but to stimulate local information marketplaces that can
unlock the value of citizen empowerment and embrace community engagement and
ownership.

Given the current GCR staffing, capability and resource restrictions, and indeed those across
Scottish cities as a whole, there would be merit in the establishment of a cross-cities expert team
to facilitate the development of coherent technological strategies for the future. Such strategies
should serve citizens, communities and businesses as well as bureaucracies and provide expert
technical and economic assessments of any large-scale expansions in city technologies.
However, from the interviews we undertook, there are questions as to whether the Scottish Cities
Alliance or Scottish Government initiatives, such as Civ Tech and bodies such as Datalab,
adequately fulfil this role. There is a need to review what resource is needed and what is provided
both across Scotland and locally to equip GCR with greater voice and power in selecting and
adopting technologies for the future.

Intelligent

The GCR has an opportunity to be ‘user’ intelligent as well as ‘technologically’ smart. Indeed,
when defined solely in technocratic terms, the ‘smart city’ label can appear rather smug and also
has an inherent lack of clarity as an idea (Joss et.al, 2019). That is, referring back to the theme
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of effective use, the technology has to be deployed with other insights and resources to produce
outcomes that citizens need and demand, and that they will support with their wallets and voices.
To impart a city management rather than technology sales ethos to these efforts we look to the
notion of the ‘intelligent city’ as one that deploys technology, knowledge and other resources to
meeting the aims and needs of citizens (not just the priorities agreed by their elected
representatives and the communities of influence in the city), delivering improved outcomes and
better quality services, while enabling citizens and communities to pursue their own goals. The
intelligent city must share technology and knowledge with business in ways that both support both
local small enterprise and attract international capital investment. After almost two decades of
promotion of the ‘smart city’ idea, some cities are making progress towards becoming intelligent
cities. However, there are major challenges involved, which Glasgow and the city region will need
to systematically address.

The notion of ‘intelligent city’ noted above is in some sense minimalist - other commentators such
as Komninos (2016) have identified likely other characteristics of an Intelligent City including:

e higher than average proportion of consumers/citizens with high social intelligence

o well-developed and diverse clusters of knowledge-intensive activities

e embedded routines of social co-operation allowing knowledge and know-how to be
acquired, shared and adapted

e a developed communication infrastructure, digital interfaces, and knowledge / innovation
management tools

e aproven ability to innovate, manage and resolve disruptions that appear for the first time.
(This capacity to innovate and simultaneously manage uncertainty is a critical factor in the
building blocks of an intelligent city).

This implies that an ‘intelligent city’ reflects the nature of the individuals and businesses in a place
(and we know that ‘people make Glasgow’) and utilises their capabilities, creativity and flexibility.
It also involves creating the digital technological infrastructures and spaces that shape networking
possibilities and structures, for example through opening up data sets to the public via ‘open data
portals’ which make available information about government activities and enable citizens not
only to access data but make use of it as they see fit, thereby increasing accountability and
transparency. When digital technologies are used beyond the offices of companies and officials
and become an intrinsic feature in the homes of residents, a new digital landscape is created
within a city. It is a shared digital landscape embedded into the physical environment of the city
and available to the city’s population: communication infrastructure, digital spaces, digital
interfaces in public places, and digital problem-solving tools available in the urban setting.

Sharing data can be complicated. Within bureaucracies, officials are often hesitant to share data
with outsiders or even other departments and a non-sharing or ‘closed ‘mentality can become
ingrained within local government ‘norms’ and culture. But the empowerment possibilities opened
up by the digitisation of data are huge, if barriers are removed, people are given access to the
technology and are supported to acquire the digital skills needed to use open data effectively.
The newly constructed public library of Halifax (Nova Scotia) provides homeless men and women
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access to digital equipment and support that informs their search for shelter but also links them
to a wider digital world. In the newly refurbished State Library of Victoria in Melbourne, first built
in the same era and similar style as Glasgow’s Mitchell Library, a range of network services are
available to all. It is technically possible that touch screens in public spaces in streets, railway
stations and airports could enable users to book theatre tickets, order groceries for immediate
delivery or buy books. A continuing, collective intelligence, sharing and accessing information is
a near future characteristic of an intelligent city. The ‘wisdom of crowds’ will live in these systems
and be available to all.

How these systems and spaces are governed and for whom also shapes the intelligent city. The
‘effective ‘implementation’ of new technologies to meet city and citizen goals is a major technical,
economic, social and political challenge that requires a widely ‘intelligent’ rather than a simply
‘technologically smart’ solution. This area of national, Scottish and City-region policy is vitally
important for the future city economy. Up to the present, technological advance has not been
effectively grounded and technological possibility has not so far been matched by organisational
capability or the vision and resources needed to transform either the delivery of public services
or engagement of the public.

A key aim of the City Deal process, for the UK, was the promotion of better, more intelligent
decision taking within City Deal locations. The Commission’s comments for the Gateway review
of the GCR City Deal highlights the progress that has already been made. The next section
explores how further progress to ‘smart’ and or ‘intelligent’ city governance that could be made in
the next period. In order to illustrate the GCR experience vis-a-vis other cities, key official
interviews were undertaken in the other Scottish cities that have received City Deals as well as in
Glasgow.

Intelligent by Learning

In Chapter 4 there was an emphasis on the crucial significance of innovation in shaping the
economic base of the region. It is important to reflect that almost half of regional GDP involves
the public sector — innovation is a public sector as well as a private sector priority. The
accumulation, or availability, of information or understanding needs to be transformed into
knowledge then innovation. Knowledge is potential power. An adequate intelligence resource is
required to deliver competent city actions focused on managing change. As Einstein observed ‘It
is not the strongest or the most intelligent who will survive but those who can best manage
change’. New technologies for working, moving, communicating and living will be important
shapers of metropolitan change, their use and impact will be determined by individuals,
businesses and by governments. In relation to governance, an ‘Intelligent GCR’ will not emerge
simply from better engineering of technological information or big data flows. It will require
informed city strategies and service delivery systems that incorporate both new technologies and
new understandings of human and organisational behaviours in these change contexts.

In consequence, and hopefully to rebalance the focus back towards human uses of technologies,
ideas and data, this review explores whether the GCR has the hallmarks of an ‘intelligent-
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learning’ city. In using this term, the core aim is to question whether the GCR uses effectively
the intellectual capital and stocks of knowledge available to it to identify the policy challenges it
wishes to address and, more specifically, how it uses data and ideas and the methods and
approaches that are used to think about the future. In relation to ‘learning’ it is important to
consider how well the GCR innovates both in policy design and knowledge management, what
mechanisms allow institutions and systems to adapt and change, how open the GCR is to learning
from its own experience and through networks for the experiences of others, and whether it is
well-equipped to translate high-level policies and priorities into focused action plans for
implementation

In exploring these ideas with leading city officials elsewhere it was apparent that some
administrations appear to have more explicit ‘learning’ capabilities than others, and these reflect
political styles of leadership, municipal resources, hiring strategies and knowledge cultures. Two
examples from leading cities, where senior officials were prepared to meet with the research
team, make the point. In Vancouver, where local councillors are not party aligned and the Mayor
is the political leader, very strong trust relations have been built up between elected members of
the council and the bureaucracy. We met twice with senior officials, including the city manager
and lead officials on economic development, housing, infrastructure and social policy to discuss
the challenges of governing successful cities. These officials, with one exception, had developed
their careers and reputations in other major north American cities, including Chicago, New York,
San Francisco and Toronto, and brought diverse experiences to their decision tables.

Vancouver faces constant growth pressures and there have been reductions in research and
planning staff numbers but a range of active collaborations on policy innovation with local, national
and international institutions (including work with the University of Glasgow on housing issues)
indicated a strong learning culture and growing use of ‘big data’ in decision taking as well as
service management. Evidence from the Metrolab network suggests that chief technology officers
in many North American cities, most of whom have either a private sector background or have
worked in other cities, have brought new ideas and skills that are transformative when given
political support to drive forward innovative solutions.

In Sydney, the Greater Sydney Commission (in many ways organisationally equivalent to the
GCR) uses a strong evidence base to understand city change and, within the State Government,
Director level staff are encouraged to gather twice per month to have a free-form discussion of
key emerging issues/challenges that are treated as learning rather than ‘decision’ sessions. There
are learning approaches in these systems that it would be useful for GCR, and indeed other
Scottish cities, to consider. Equally there were examples where cities clearly lag what GCR
presently does. Adelaide has an outstanding GIS system, but reduced numbers of strategic
planning staff were often diverted from strategic decision support to explaining to officials what
maps meant had led to the latter misunderstanding the expensive data they had captured. In
Halifax, Nova Scotia it was apparent that metropolitan area research and information systems
were considerably weaker than in GCR and that there were relatively weak interactions between
the city and the Province on issues surrounding growth and change in the metropolitan area.

Viewed in the wider context, the GCR has some established learning mechanisms and has
enhanced its learning capability, especially as a result of the city deal, but there are many areas
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in which it could potentially learn from others. It could also absorb lessons from its own experience
of where a more collaborative approach has been tried and successfully implemented, as in
‘Sustainable Glasgow’ which has been highly successful as a mechanism of engaging universities
and other partners with the City Council to identify and take forward shared objectives around
sustainability and resilience. Is what GCR has done to date ‘adequate’ and if not, what steps
need to be taken?

7.3 Progress towards an Intelligent GCR?

Smart, In Competitions

Glasgow was the first Scottish city that engaged in ‘smart’ thinking by winning the high-profile
‘Future Cities Demonstrator Competition’ in 2013, organised by the UK’s Technology Strategy
Board (TSB), later renamed as Innovate UK. Of the £24m funding awarded, nearly half was spent
on an integrated Operations Centre, integrating traffic management, security, and public space
CCTV, and providing real-time city data. However, as indicated by Leleux and Webster (2018),
several of Glasgow’s other Future City projects are now stalled, discontinued or reduced in scale.
Interviewees suggested that the slowing of progress reflected not just the end of the programme
and the loss of finance associated with it but also political changes and difficulties in creating
stable engagement mechanisms that allow meaningful citizen engagement and participation. The
‘demonstrator’ effect appears not to have percolated as well as it might into the wider policy
community across the region. Few of the regional officials interviewed were able to highlight the
legacy from the demonstration programme or lessons learned and several of them appeared not
to know how the data gathered in the £12m Integrated Operations Centre was used.

The City Council and GCR are well geared-up to win UK and Scottish government competitions,
but funding of this kind - short term and heavily conditioned - makes recurrently unrealistic
assumptions about the capacity of the receiving body to mainstream the activity being supported
once the funding period is over. Appropriately skilled staff needed, for example, to translate
temporary innovations - such as Glasgow City Council’'s MyGlasgow App - into fully functioning
parts of core delivery systems are in short supply. In chapter 5, the worrying absence of resources
for shaping digital strategies for the GCR reinforces the sense that without dedicated funding,
strong leadership, a collaborative approach and much more partnership, working ‘smart’
technology will not necessarily lead to an intelligent, learning city-region.

The GCR, via Glasgow, also have access to the work of SCA which has also promoted the idea
of smart cities in launching the virtual, smart Scottish 8" City. The virtual city project has a focus
on themes of ‘data’ and ‘technology’, including the promotion of mobile technology and social
media (Miao and Maclennan 2019). Yet again however, its focus is on tangible technology
investment and database, with some, though perhaps limited, thinking on public engagement and
management consequences. Smart city projects also feature in the city region deals, most
obviously the Edinburgh City Deal that aims to make the city the ‘Digital Capital of Europe’. To
support this ambition, £300m of Edinburgh city deal went to data-driven innovation, and the major
city universities notionally doubled the budget. The digital data investment is aligned to the City
Region Deal’s Skills and Employability strategy and will improve citizens’ digital skills through
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working with schools, further and higher education, employers, and training providers. Senior
officials interviewed in Edinburgh did recognise a bias towards physical investment and industry
development but stressed that the deal-making process and the substantial funding made
available has impacted governance in the ECR by bringing together higher education sectors,
public institutions and private sectors for the first time, with the universities embracing their
economic and civic roles. This important issue is discussed further below but the reflections from
our interviews with leading officials in other UK cities was that Scottish cities, with the exception
of Edinburgh, which has been in receipt of a large digital investment, are now falling behind major
English cities in transforming technological smartness by fully utilising the knowledge storage,
research and human resources of their universities.

In the GCR, discussions are now in play, but these relationships need to be reset for the
challenges ahead. Currently, at the end of 2019, there is no explicit GCR investment/project that
builds upon Future City infrastructure in GCC. The City Council has recently adopted a digital
strategy but at GCR level there is as yet no digital, smart city or intelligent-learning city strategy.
The new GCR Intelligence Hub is not linked to the legacy activity of the Glasgow Future City
demonstrator. It is encouraging that since 2019 steps are being taken to connect the new
Intelligence Hub with University based centres of relevant research expertise such as Policy
Scotland at the University of Glasgow and the Fraser of Allander Institute, at the University of
Strathclyde and that links are also being made between relevant city officials and researchers
active in the use of data and digital technologies including the UK ESRC’s Urban Big Data Centre,
located at the University of Glasgow.

Learning by Doing

Cities become more effective by improving what they do, e.g. by introducing new ideas, decision
processes and information into service delivery, investment decisions and strategy formation. Is
there evidence that the GCR has made progress in this regard, not least as the national ambition
for the City Deal programme was that it would improve capacities for decision taking in relation to
infrastructure investment and promote more efficient service delivery arrangements across city-
regions?

The objections that many municipal politicians have to restructuring local services from, say,
municipal to metropolitan levels relate to potentially reduced budgets, the loss in local control over
the details of service delivery and the possibility that mergers will lead to job losses, including
more senior managerial staff whose expertise is difficult to replace. Some marginal, in terms of
overall expenditure, reforms of local services have taken place in the GCR but major services that
are under acute resource pressures, such as housing and homelessness and a range of smaller
non-statutory services, such as economic development competences, remain dispersed across
the eight local authorities.

The systems of provision reflect political realities today, but the resource envelope open to local
authorities and the pressures of client needs now and five years ahead may precipitate some
rethinking. For instance, there may be different priorities in housing allocation across the eight
local authorities in the city region, but it may be increasingly difficult to justify each council running
a separate delivery service, especially when there are flows of people across local government
boundaries. Detailed comments on service reform lie beyond the remit of this Review but GCR
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needs to have some clear view on why some of the developments in service integration that local
authorities in Greater Manchester are trialling in the context of devolution deals and the
emergence of the combined authority there, should not be considered in the Glasgow City Region,
especially if they are seen to be more efficient and lead to better service delivery systems. New
technologies and intelligent governance can play their part in service improvement in GCR but
there are political and organisational barriers to be overcome.

But what of decision taking for economic policies and investment projects? In 2015, before the
City Deals had been implemented, Maclennan and Miao studied economic governance of the
cities involved in the SCA and identified a significant gap between the rhetoric and the reality of
city economic policy making (Maclennan and Miao, 2019). Taking the 2015 study as a baseline,
the interviews were replicated in Glasgow and the other major cities in the summer of 2019.
Several key findings pertinent to ‘intelligent governance’ in the GCR were established. The
interviews, in GCR and elsewhere, with key city officials involved in managing City Deals noted
apparent difficulties and unforeseen challenges in planning projects, modelling their potential
economic impacts on metropolitan economies, delivering projects and then monitoring and
evaluating them.

This has raised questions, and sometimes doubts, about the robustness of decision-making
capacities. They appear to be under-resourced for the complex tasks involved in generating and
implementing their economic development strategies and some skillsets are missing. This pattern
has been observed, both in interviews for this report and other studies undertaken by the authors
across the PMO equivalents of all the city deals in Scotland. It undoubtedly reflects the downward
pressures on staffing in non-statutory service since 2007 but it may also reflect an unwillingness
on the part of individual local authorities to create powerful, effective cross-authority PMOs.
Unfortunately, though the UK and Scottish governments both expressed the hope that
participating in city deals would raise local economic policy capacities and lead, in effect, to more
‘intelligent’ decisions, their downward pressure on local resources, affecting not just local
authorities but also other agencies at local level, seems to have compromised that aim.

Within the GCR, three major challenges were identified by several of our interviewees. The
imbalances between resource and responsibility, which has been noticed by Miao and Maclennan
(2019) in their earlier auditing of Scottish cities’ economic performance, appear to have grown
since 2015. The increasingly constrained human resources, for the development of policy and
strategy, has limited opportunities for cross-departmental conversation and collaboration on key
issues, as people are occupied with ‘delivery’ not ‘thinking’.

The second difficulty reported by a significant number of staff is the lack/weakening of a
collaboration culture and a fear of failure. In GCR, for example, staff reported that there was an
absence of ‘brain storming’ sessions across different departments, and that resulted from, and
sustained, a ‘business as usual’ atmosphere.

Finally, officials commented that lack of clarity in Scottish government thinking on economic policy
with different productivity, wellbeing and inclusion narratives in play that can complicate local
decision taking. There is some resentment within local government at the discrepancy between
better resourced analytical capacities of the Scottish government and the resources available to
local authorities. Officials, not just in GCR, feel that resources could be better and more usefully
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deployed to support more local levels of action. If a proportion of analytical resource could be
transferred from central to regional government, even on a temporary basis, it could more
effectively support the ‘intelligence functions’ that we have consistently argued are needed.

GCR, reflecting resource constraints and choices, has not so far been able to adopt the
‘intelligent-learning’ approach to metropolitan economic governance we are advocating, though it
is apparent that there are encouraging pockets of change within across some sections and
councils. However, looking across the Scottish city-regions, staff in the GCR report that the City
Deal arrangement appears to have been relatively cohesive as a governance structure and
significant political differences have not held back major projects.

These observations suggest that limitations on ‘thinking’ capacity, due to lack of resource, may
be adversely affecting local economic policy and investment decisions. Miao and Maclennan
(2019) have suggested that the ‘intelligent’ approach to local economic policy making involves
developing a logic chain approach to policy implementation and monitoring. This requires that,
first, the desired targets are defined by local governments. Intermediate outcomes are then listed,
which are still abstract but help to elaborate the targets. Outputs for each intermediate outcome
are then identified and they are, usually, capable of being tracked by some standard and credible
statistics. These outputs are then cross matched with resources available within the city (such as
revenue and human resources) and the activities needed to achieve them.

The interviews conducted in the GCR and across the Scottish City-Deals in summer 2019 suggest
that the development of logic chains for local economic policy and monitoring of economic
performance remain, at best, partly developed. Aberdeen, perhaps as a consequence of meeting
the requirements of the Council’s bond issue in 2016, is the most advanced city council in
monitoring performance and the approach has been expanded to cover the city region deal. The
GCR, and the Commission, may usefully consider if there are lessons to be learnt from that
experience and whether the present state of economic information in Glasgow would be likely to
support a bond issue (and what further steps could be taken)?

In Glasgow City Region, an ‘Economic Intelligence Support Group’ was set up around 12 months
ago, which brings together all those involved in data analysis and economic modelling from the
Councils and from other agencies including SPT, SDS and Scottish Enterprise. The Intelligence
Hub, a research, data and information clearing house, has brought together available information
and removed the need for some external consultancy services, and has produced a useful draft
regional strategic assessment. The Hub is not yet generously staffed and is already potentially
over stretched, as its responsibilities include informing all eight GCR portfolios. The Hub has
limited capacity to support future thinking, and for the time being it lacks a set of evidenced logic
chains to systemically monitor and understand the functioning of the city-region’s key socio-
economic systems. Butitis a good start, and in the next section proposals are made to strengthen
the function of this intelligence hub and to set up a long-term strategy for its development. Here
the practice and evolution of the New York Mayor’s Office of Data Analytics (d'Almeida 2018), the
development of New Economy (with over 70 staff) in Manchester (before this was rolled into the
combined authority) and West Midlands’ City-REDI, which is a joint venture led by the University
of Birmingham, could be considered as emerging examples of how to build city-region
partnerships for ‘intelligent’ policy-making.
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Taking account of the absence of future digital strategy, current weak development of existing
‘smart’ technology initiatives, the as yet limited use of ‘intelligent’ practice in service delivery and
strategy formation and the nascent nature of cross-sectoral knowledge partnerships in the GCR
it is clear that technologically GCR is ‘not that smart’ and ‘intelligence’ for policy, strategy and
delivery is currently ‘limited’. Several possible ways to improve these outcomes are discussed
below and some of them involve substantial rethinking of the role of universities and colleges in
the city-region. To enlighten that discussion the next section outlines current thinking emerging
about the civic roles of universities.

Thinking Places, Sharing Ideas

There are in the City of Glasgow alone more than 130,000 students and more than 6000 academic
staff. Higher and Further Education in the GCR are major clusters of employment and learning
and home to the generation of a constant, large stream of new ideas. These thinking innovations
relate to amongst other things the science of new energy systems, new digital technologies, the
development of new ways to deliver care and housing and health for the elderly, new diets for
healthier, longer lives and understanding our history, including the city’s role in the slave trade,
new poems and songs and literature. Some research centres and some departments have an
everyday global reach, others have a more local focus on communities and small business in the
GCR economy. Many have a mixture of the two. Individually and collectively they constitute locally
situated global and national expertise and knowledge.

But that knowledge has not always been produced with decision takers in the metropolitan area
in mind and has only infrequently been shared with them. In the specific field of urban economics
and metropolitan policy analysis, and indeed in the study of the meaning and development of
smart and intelligent cities, until now there has not been a long, sustained interaction between the
authorities in the city region, the GCR and the Universities and colleges in the GCR. Indeed, in
the 100 or so interviews conducted in the GCR for this review most interviewees knew little or
nothing about relevant research at the universities and around 1 in 10 had a critical view of the
‘uncooperative’ (with each other) role of the Universities in supporting local economic policy
making.

The recent shift in the roles of the University and College sector in Edinburgh, with the University
of Edinburgh playing an exceptional role in leading by sharing, has been encouraged and
facilitated by the ECR and there has been recognition of the similar changes that have evolved in
major English cities. Education sector participants continually must decide whether to collaborate
or compete with other local and non-local institutions. In this review of the challenges facing the
GCR, which include boosting competitiveness, productivity and inclusive growth, and in the
context of the under-resourced and future digital, data and research strategies currently in play,
it is imperative that an urgent, high-level reconsideration of the potential of data and research
cooperation and partnerships between GCR and the Universities in the city region be undertaken.

The general case for such intervention and a more civically oriented dimension to University
activities in the UK has recently been argued by Goddard and others (2016). They describe a
civic university as having

e Anunderstanding of not just what it is good at, but what it is good for. It strives to ensure
that its cumulative impact on society as a whole is greater than the sum of the parts of
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its individual activities. It does this by making an explicit link to the wider social and
economic domain, which may be expressed as an aspiration to tackle societal challenges
or specific problems, be they global or local or a combination of the two.

e A mission of delivering benefits not just to individuals or individual organisations (for
example, students, businesses), but to defined groups, networks and communities.
These groups are not just seen as passive recipients of the benefits of the university’s
knowledge and resources, they are valued as co-investigators and sources of
knowledge.

e Active engagement with the wider world, the nation in which it operates and the local
community of the place in which it is located. This engagement is achieved through
purposeful collaborations with individuals, institutions and groups locally, nationally and
globally that both enhance the ‘core’ functions of the university and have a wider impact
on some aspect of social or economic development.

o Collaborations internally between different disciplines and across support functions such
as finance, human resources and estates. It collaborates formally as well as informally
with other HEIls, colleges and schools and representative bodies such as local
government, business and arts organisations in the local area and elsewhere.

e A holistic approach to engagement, seeing it as institution-wide activity and not confined
to specific individuals or teams and for academics there needs to be a clear value in their
externally focused activities that results in them seeing collaboration as integral rather
than additional to their ‘core’ activities.

e A strong sense of place and, whilst internationally reputed, it recognises the extent to
which its location helps to form its unique identity as an institution. The ‘place’ is seen as
a potential ‘living laboratory’ which provides opportunities to develop the work and impact
of many areas of university activity, underpinning its role as an anchor institution in the
social and economic life of the local area.

e Itiswilling to invest in its objectives to have an impact beyond the academy. This includes
releasing financial resources to support certain projects or activities, or to ‘unlock’
external sources of funding. The university also provides incentives to academics and
other staff to get involved in activities, either by releasing them from other tasks or by
reward and recognition for their achievements. The university values the contribution of
‘boundary spanners’ to its civic mission (that is, people who can work across sectoral
and disciplinary divides and with the world outside higher education), and this is reflected
in its recruitment and staff development processes.

e Istransparent and accountable to its stakeholders and the wider public.

e It promotes collaborations, both with other academic institutions and with non-academic
organisations.

There is much scope for the universities and colleges in the GCR to embrace, both individually
and collectively, their civic roles more explicitly and in a more coordinated way to create and
facilitate change in GCR. Looking across the ‘smart, learning, intelligent’ city features of the GCR
there is a recognition amongst politicians and senior officials in the bureaucracy that new digital
technologies and new ideas have the potential to significantly change economic management
and governance in the city-region for the better. But good early ideas appear to get stuck often
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because there is no resource to take them forward and a swift step change, to build on very recent
but limited progress, is required if GCR is not to fall behind other major UK cities in smart
technologies, learning approaches and intelligent decisions. GCR, drawing on private, public and
university expertise, should consider establishing a city-region Data and Digital Technology
Strategy Board with a requirement to report quickly on key system gaps and feasible plans to
close them before 2023. This is an ‘intelligence’ emergency and, if it is not dealt with, none of the
missions this review has discussed will be as well fashioned, monitored and steered and they
need to be. As part of this process a HE/FE GCR Collaboration and Leadership Group, building
on recent collaborative work on skills fostered by the new Enterprise and Skills Strategic Board,
should be established both to provide overlapping key members for the Technology Strategy
Board and to establish a series of wider GCR/HE-FE partnerships to help form, monitor and
progress key missions.

7.4 Governance Challenges, Styles and Institutions

The previous sections have emphasised technologies, skills and human resources required for
‘intelligent’ future governance for the city-region. Good governance also involves decisions about
what political and bureaucratic skills are needed and about the institutional arrangements for
promoting discourse, collaboration and innovation in shaping strategy and delivery. This Review
was not focused on changing the structure of government and no proposals for specific changes
to structures of government are put forward here. However, issues of governance and structures
of government permeated much of the discussion and debates about economic futures for the
city region that we participated in with officials and others. In this concluding section these
difficulties are briefly outlined, and actions proposed, to promote a more, appropriate design of
structures, institutions networks and actions for future governance.

Chapter 6 highlighted the nature of the fundamental fiscal imbalance that Scottish tax structures
impose on major metropolitan areas. These imbalances need to be addressed and combined with
a rethinking of how city-regions fit into the overall structure of government in Scotland. If the
Scottish Government, or indeed councils themselves, do not shape a firmer structure of city-
region governance and resources by restructuring local government then they can still support
regional government by shifting Scottish government programme or agency resources to regional
entities such as the GCR, as long as these entities are capable and well-organised in the
economic governance of city-region areas. There is little doubt from this review that some
structures and functions might be more effectively organised at the city region level. The instance
of housing policy was noted in Chapter 5.

Another example relates to current changes in employment services. Employability services run
by each of the 8 local authorities are, arguably, an emasculated version of what they were a
decade ago. Under SG’s ‘No One Left Behind’ policy strategy, small scale interventions run or
funded by SG or SDS are now being transferred to local authorities. This could also happen to
Scotland’s only national employment programme — Fair Start Scotland. There is a ‘hope’ on the
part of SG that some local authorities might collaborate around service design and delivery! The
appropriate solution, that would most fairly and effectively deliver such change for the unemployed
and employers, would be to locate the service and resources at the regional labour market scale.
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It makes little sense for Scotland to have national agencies with no regional identity (because of
SG centralisation) and for regional government to have little or no influence in bringing together
key areas such as skills, innovation and infrastructure. The Regional Economic Partnerships may
minimise some of the adverse consequences of the misalignment of government structures with
how economic systems function but the case for a root and branch review for the long term is
strong and growing.

A second major concern emerging in the review was that efforts to engage the private and third
sectors in the core of governance processes are weak and need to be strengthened. This
particularly the case in relation to ‘communities’, for instance in the ‘peripheral estates’ and
‘stagnant towns’ and for some ‘interest groups’ including economically inactive people with
disabilities. These latter groups need to be visible in any context where the overarching mission
is the more effective pursuit of inclusive growth.

In looking to alternative vehicles to pursue regional level tasks, cases can be made for regional
agencies, arms-length regional companies and stronger cross-municipal partnerships. These
different alternatives have different pros and cons. Regional agencies would need to be funded
and staffed. The experience of arms lengths agencies in the GCR has been varied best and some
see Boards as ineffectual. In consequence what follows largely identifies important regional
economic governance tasks that need to be done but without specifying the appropriate
governance vehicle, aside from potential partnerships that can be readily created.

The focus here is on a prioritisation of future economic development challenges that require some
significant governance change and this section brings together in the form of recommendations
suggestions for change that have been scattered throughout the report. Whatever institutional
changes are put in place it is clear that effective progress on the key Missions to meet the Grand
Challenges will require what Putnam described as open and associational governance, with GCR
and municipal governments reaching out to the ideas, capabilities and resources of private, non-
profit, community and citizen groups and involving them as serious partners in change rather than
as cosmetic consultation after decisions are made. Sectional interests and sectoral decision will
need to be put aside if the City-Region is to thrive. Changing governance styles takes time and
resources but in the period to 2025 GCR really must empower their staff, giving them the time
and resource to plan for the future rather than simply deliver for today. Rising pressure on staff
rarely means rising public sector productivity.

There are observations for change scattered throughout this report. For instance, in relation to
the Economic Commission itself we have emphasised the need for the Commission to develop,
before the COP meeting in autumn 2021, a clear framework connecting economic change to
environmental outcomes so that natural capital is appropriately valued in regional economic
strategies and the environmental spillovers, and their effects on inequality and inclusion, of
economic activities accounted for and acted upon. The Commission also needs to liaise with the
Scottish Government’s Just Transitions Commission to strengthen understanding of required
future economic actions required. Similarly, as noted in Chapter 5, there would be merit not only
in working with the Scottish Government on future economic strategies for the Regional
Economics Partnership but in linking with the Scottish Infrastructure Commission to work with
them on their new approach to planning and evaluating infrastructure investment strategies.
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7.5 Smart? (Not Enough), Intelligent (Not Yet) and Enlightened (Yes).

The chapter has drawn on diverse thinking and evidence to stress that new data possibilities for
understanding and managing city change are emerging rapidly. Within the realms of
policymaking, there is a growing interest in approaching city management through the
development of ‘smart cities’: cities that embed emerging information technologies in systems
management and decisions. This report argues for a wider approach, in which our cities become
intelligent, learning systems that make best use of available data, but also reviews what we know,
how we know it, and what this implies for future actions.

This review found that smart technology thinking is currently very much project-based rather than
system wide in the GCR and that insufficient energy and resource is devoted to technology and
policy learning processes. In many respects the public sector knowledge ecology is incomplete,
ageing and fragmentary and there is limited in-house capacity in data analysis, processing
capacity and in using and understating big data. Links with local expertise, especially in the
universities, are limited and there are, so far, few co-production activities that go beyond the life
of a single project. The knowledge ecologies of cities are shaped by infrastructure, spaces,
networks, ’buzz’ stimulators etc. The universities could take a lead in reshaping academic ‘impact’
and innovation pathways, working on shared objectives through a mission orientated strategy.

There needs to be a clearer understanding of the priorities for better economic knowledge within
the GCR. Further, the knowledge transmission mechanisms between departments and different
local authorities need strengthening, though the city-deal and the GCR have improved
connections. Knowledge sharing with external potential partners and public and community
engagement is inconsistent (with important exceptions such as the Economic Commission itself).

There are, of course, many questions that still need to be pursued in relation to the city region’s
future thinking. This review is merely an initial provocation. To credibly claim that GCR is
potentially ‘smart’, intelligent city policymakers, in partner with universities and colleges, other
national and local agencies, private and third sectors need to at least pause and find some respite
from delivery discussions to reflect on the key challenges ahead and explore carefully the different
scenarios available for their growth. Better metropolitan policy, and delivery outcomes, requires
carefully constructed and evidenced logic chains and well-developed monitoring and feedback
loops as missions progress. Future proofing decisions must become a core competence and a
routine behavioural trait of metropolitan government.

A bolder, more proactive approach to GCR governance could provide the stimulus as well as the
mechanisms for making the aim of a smart, intelligent GCR a reality. Sharing insights and
purposes across all the key institutions, sectors and communities in the city-region will be
essential as demands change and needs grow, and especially as the region faces up to the grand
challenges of the future when it will be more reliant than ever on its own capabilities and ideas.
The review has identified a range of key governance initiatives that have the potential to galvanise
new partnerships and capabilities that could take the region beyond the limits of municipal finance
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and UK and Scottish government ‘pilots’ and ‘competitions’ and begin to build more effective
financial and delivery systems to secure metropolitan change.

The Scottish Government and the GCR have been at the forefront of UK discussions and actions
to secure inclusive outcomes and ensure just transitions to a low carbon economy. These
concerns are critical, and are inherently economic issues, though they have not been at the
forefront of this review. There is already an enlightened view prevailing that looks to the longer
term and the wider good. Notions of what growth is for, for wider wellbeing rather than maximum
GDP per capita, are changing. Our understanding that growth involves unpriced natural capital
and unpriced carbon externalities is improving and these ideas may change our measures of
productivity. Achievable enlightenment requires creativity, flexibility and efficiency in the economic
functioning of the GCR and we have hardly started to ask and answer the key questions. When
we discussed ‘inclusive growth’ in interviews the conversation, if left unguided, almost invariably
drifted to the discussion of inequality and the reduction of poverty. Thinking ‘productivity’ is not
the natural cast of mind of Scottish local government but the resource growth now required may
not come from elsewhere. The metropolitan region will have to focus hard, in a smart, intelligent
fashion, on how to grow fairly and sustainably to meet enlightened goals.
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CHAPTER 8

RECOMMENDATIONS

The following recommendations draw on the core themes developed in this review and highlight
who might usefully lead on the recommendation; the city-region, the Scottish Government of the
UK Government. Of course, for some of the recommendations, co-operation across multiple
layers of government may be necessary to support the mission. Some comment has been added,
reflecting those in the short summary report, that take account of the impact of Covid-19 on the
action recommended.

The Glasgow City-Region
Recommendations for the core themes are as follows:

Skills and the labour market:
The Glasgow city-region has, since the 1970s withessed an array of skills policy
innovations on the part of UK, Scottish and local governments. Assessing that experience,
the review makes a number of recommendations for the GCR to:
= Take Greater Control of Skills Investment Planning — we recommend that GCR
has a much greater influence over skills investment, particularly in relation
to the mix of apprenticeship, college and university provision to promote
higher economic growth, which also secures greater inclusivity and equality
both in relation to access to skills training and in terms of effective outcomes
(REC 1). Reducing skills shortages and skills underutilisation should be key
objectives.
= Build Capability to Make More Intelligent Skills Investment Decisions - Effective
skills planning needs very detailed intelligence on employer skills needs and a
rigorous system for analysing the outcomes achieved by all graduates of the skill
system. Systems exist to do these things and to provide this intelligence, but we
recommend that they go up several levels in terms of precision and
robustness for GCR to gain a significant competitive edge in skills
investment planning (REC 2).
= Align skills provision fully and effectively across the city region — We recommend
that the lessons from current skills alignment pilots be used to create a skills
system characterised by complementarity rather than competition (REC 3).
Better to compete more effectively with the skills systems in other city regions by
marshalling internal skills resources more effectively.
= Mount major effort around digital skills with weight on female participation - A major
constraint on building a more effective supply of labour with good technical digital
skills is the level of participation of girls and women in the process. We
recommend that, to reduce the significance of that constraint, a major effort
should be launched throughout and across the GCR, building on existing
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initiatives and action plans and running through the education and skills
system from primary schools through to universities (REC 4).

In response to the labour supply challenge resulting from the ageing structure of the
population, GCR needs to build on Scottish Government policy initiatives such as halving
the disability employment gap, and the greater alignment of services with employability
both to reduce serious inequalities, and to make significant inroads into GCR’s high
economic inactivity rate. We recommend that there is a greater co-ordination of skills
policy and implementation at the level of the city region and that the alignment of
national and city-region skills strategies becomes a central concern of the Regional
Economic Partnership (REC 5).

Covid-19 has shifted both the likely demand for skills and supply arrangements. There is
likely to be a reinforced longer-term demand for digital skills, in some instances related to
capacities to work at home, but there will be urgent skills needs that are required as
unemployment rises for younger, female and unskilled labour are likely to be particularly
high. These urgent, growing new demands for training reinforce rather than remove the
cases for new policy governance of skills made above

Innovation system:

Developing and maintaining an effective innovation system is an important concern for
policymakers concerned with economic development. They have to identify the wider
objectives that regional innovation activities support and how they may be pursed within
a mission framework. This review recommends that it would be useful to:

» Make innovation strategy inclusive — policymakers in the GCR may support the
development of an inclusive innovation mission that will require a new
approach that involves a wide-ranging set of actors/stakeholders in policy
design and monitoring (REC 6). To shape an inclusive innovation approach, two
practical steps may be initially taken. A survey of existing innovation initiatives may
be useful to develop a sense of what degree inclusive innovation is already taking
place (within firms and innovation district proposals etc). Scenarios may also be
usefully developed to help policymakers work through some of the (potential) trade-
offs involved with directing an inclusive innovation policy (excellence vs equity etc).

* Include social enterprise, communities and the Grassroots — Recognising that
economic development organisations within the GCR are already aware of this
issue, we suggest that an inclusive innovation policy might usefully explore
the support given to alternative business modes - such as social enterprises,
as well as grassroots and social innovations - through engagement with
representative bodies (REC 7).

» Universities should be enrolled to support an ‘inclusive’ innovation approach - The
triple helix of the innovation system may be sustained, but we recommend, if the
mission is to be pursued, that universities reconsider and re-evaluate their
roles in shaping and influencing the innovation system and consider shifts
in “direction” to support inclusive innovation (REC 8).
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+ A Significant role for the REP - The Regional Economic Partnership, as a cross-
sectoral and strategic body, may usefully take the role of leading on and
directing an inclusive innovation approach.

Infrastructure:

The review found that the advent of the Glasgow City Deal has raised capacities for
infrastructure policy thinking and planning within the GCR. However, it also found that:
present investment intentions and their planning are, primarily, spread across different
sectoral interests; there are separations between investment planning and spatial
planning; and economic analysis of the impacts of infrastructure investment remains in
need of further consideration. In consequence:

e Adopt a broad, modern definition of infrastructure - The review recommends that
GCR use an expanded, comprehensive definition and understanding of
infrastructure (including digital infrastructure and housing assets) and re-
emphasises the roles that infrastructure, in creating and connecting places
and people within the city-region, plays in shaping key responses to the
grand economic, social and economic challenges facing the GCR. The review
team would caution the GCR that there are practical difficulties and limitations in
the Scottish Infrastructure Commission’s (SIC’s) inclusion of ‘natural’ assets as
infrastructure, and in their insistence that net zero carbon goals dominate inclusion
and growth concerns in all infrastructure decisions. (REC 9)

o [ead the development of an ‘infrastructure in place’ approach - We recommend
that GCR develop, within the missions framework, a new approach to
creating and connecting places, that integrates thinking, and action, and that
links planning, land markets and infrastructure. We call this the
‘Infrastructure in Place Approach’, as infrastructure and spatial planning
need to be seen as simultaneous, integrated activities. Also spatial plans
should be presented along with explicit, associated infrastructure
investment plans (with intended budgets and identified delivery vehicles)
(REC 10).

e Design and deliver an integrated infrastructure strategy - The review
recommends that the GCR should ensure that different infrastructure
sectors articulate clear statements of infrastructure provision and needs,
over 5 and 25 years, within the GCR, and use them as the basis for a coherent
integrated infrastructure investment strategy (REC 11). We further suggest
that the GCR should work in partnership with the SIC to develop the frameworks
of metrics and analytics for infrastructure planning that the latter have proposed in
their recent review, not least as these capabilities need to be developed at the GCR
scale and not simply centralised to the Scottish level. Further, such a Strategy
could be given substance and direction by the establishment of a City-
Region Capital Fund as discussed in Chapter 6.

o Work towards a sense of the future economic geography of the GCR - Any
infrastructure investment plan also involves spatial choices, and this requires GCR
to have a sense of what the future economic geography of the city-region will be
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(and what geography best serves economic, social and environmental objectives).
We recommend that the GCR, over the next year, work with the Commission,
and others, to formulate a clearer sense of the future geography of the city
region, and then - through the Regional Economic Partnership - explore
priority places for the city-region economy in conjunction with the Scottish
Government (REC 12). It was noted above that the SIC review (at least in the
material released in January) had not expressly addressed the question of the
future location of the Scottish economy. In all sectors of infrastructure provision
within the GCR there needs to be a much clearer indication of long-term strategic
spatial priorities, and the GCR will need to explore the possibilities with the Scottish
Government when both orders of government have made some explicit
consideration of places to promote.

e Match staff capacities to the tasks being undertaken - We recommend that GCR,
working with relevant bodies such as COSLA, the RTPI, the CIH and EDAS,
assess the staffing and related capabilities required to design and deliver an
appropriate ‘infrastructure in place’ investment plan (REC 13).

e Create an innovative GCR vehicle to deliver place creation and renewal - We
further recommend that to promote and deliver these policy innovations that
will strengthen the delivery of effective, integrated ‘infrastructure in place’
strategies, there is a strong case for developing a city-region vehicle to co-
ordinate infrastructure planning and delivery at the level of the city region.
This could be deployed to develop expertise in infrastructure planning and
in capturing infrastructure and planning gains in urban development
processes (REC 14).

e Put Planning, Infrastructure and Place issues at core of REP - We further
recommend that the GCR lead a step change in local economic development
practice by centring the economic drivers and consequences of
infrastructure, planning and land market outcomes at the core of policy
making in the GCR (REC 15).

Covid-19 has significant short-run effects on the ability and willingness of
households to travel, the incidence of the epidemic and its effects on household
incomes through differential possibilities for working at home, for example, which
mean that new approaches to infrastructure that links homes and jobs are required.
More active travel opportunities, more space for work within homes and enhanced
digital connections and services may all be new priorities. Attitudes towards
residential density and well as travel to work may change. Recognising the risks of
future pandemics transmitted by human contact will probably change household
activity patterns permanently and the housing, transport and other infrastructure
investments to create the places that best promote wellbeing need to be revisited
and urgently. Stimulus funds may be limited so effective decisions are required and
this may involve difficult place prioritisations that balance wellbeing and
sustainability goals. We do not concur with the SIC’s view that carbon reduction
dominates all other considerations in all instances. Other existential threats exist
to the lives of individuals and the continuation of communities. The need for new
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approaches to decision-taking for infrastructure, including housing, is again
reinforced by the Covid crisis.

Governance:

The review highlighted the growing number of important economic collaborations
emerging across all orders of government to address ‘grand challenges’, and concluded
that the establishment of the Regional Economic Partnership - which brings together the
eight municipalities involved in the Glasgow city-region deal with the Scottish and UK
governments and other key agencies - is a major, potential step forward in collaborative
economic governance. We recommend that the Regional Economic Partnership
become the key deliberative and co-ordinating forum for those matters which are
best dealt with at a regional level, including core objectives of raising productivity,
developing digital technologies, promoting inclusion, and achieving net zero
carbon (REC 16).

The review explored whether the GCR has the culture, knowledge, capabilities and
governance arrangements in place to undertake futures thinking to underpin effective
economic, planning and infrastructure decisions. We concluded that present approaches
do not ‘add-up’ to a strong basis for exploring the likely effects of trends, shocks and policy
impacts and designing strategies for change. If sectoral investments are, in the future, to
be linked to create better places and better services, then an opportunity exists to develop
more coherent cross-sectoral approaches to thinking about future infrastructure
investment and economic strategy. We recommend that the Regional Economic
Partnership adopts Mazzucato’s framework, and that by connecting action to
strategy and delivery across the city region - encompassing strategic spatial
planning of economic change, with effective co-ordination of infrastructure
investments - objectives central to the mission may be moved towards. Such an
approach will help the partners make decisions about where and how resources
might best be applied in the context of competing demands and priorities (REC 17).
There is a recognition amongst politicians and senior officials that new digital technologies
and new ideas have the potential to significantly change economic management and
governance in the city-region for the better. There is also an awareness that much of the
specialised insight required for change exist in the GCR but not within the local
bureaucracy. It is recommended that the GCR, drawing on private, public and
university expertise, should consider establishing a partnership based, city-region
Data and Digital Technology Strategy Board, with a requirement to report promptly
on key system gaps and develop feasible plans to close them (REC 18).

There is much scope for the universities and colleges in the GCR to embrace, both
individually and collectively, their civic roles more explicitly and in a more coordinated way
to create and facilitate change. There is a significant undercurrent of criticism within the
city-region of the perceived collaboration failures between the two major universities. We
recommend bringing together expertise from universities and the further education
colleges in the GCR. Scottish Funding Council and Scottish Government support
should be sought for establishing a metropolitan HE/FE knowledge and co-
production consortium (REC 19). As an early action, GCR could build a partnership
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focused on collaboration between the Commission for Economic Growth and the
Intelligence Hub to develop collaborative arrangements with key economic, urban and big
data researchers in the city-region. This could take the form of an innovative ‘living
laboratory for a metropolitan economy’.

Over the longer term, the GCR should look at, and potentially makes cases for, new,
more diverse resourcing possibilities to fund GCR services and investments,
including new taxes that provide revenue and deter rising environmental and
congestion costs. Capacities may also be usefully developed in identifying and
extracting land value uplifts following planning rezoning and infrastructure
provisions (REC 20).

The level of co-operation being generated through the city deal and the regional Economic
Partnership creates new opportunities for co-operation. This review makes it clear that a
major re-organisation of local government is unlikely and unwanted by respondents within
the GCR. However, a blanket denial that there is no room for considering future regional
level organisation of some selected services is at odds with experience and opinions
within the GCR. At regional level, however, where co-operation and relationships of trust
between local authorities have been generated, it may be possible to identify these areas
where, as further cuts in resources unfold, service overlaps and potential efficiency gains
can be achieved. We recommend that GCR through the City Deal Cabinet and the
Regional Economic Partnership, supported by the Commission, develop
intelligence together on how service change may impact on mission objectives
(REC 21).

Multi-city, sub-national entities now play key roles in economic policy and infrastructure thinking
for major English Regions, for instance the Northern Powerhouse and the Oxford-Cambridge Arc.
There is a growing interest in whether ‘combined city-regions’ are better able to provide some
needed critical mass and scale economies, and this is reflected in some of the thinking being
developed around the notion of the ‘MIT of the North’, which, if it were to be created, would pose
a significant challenge to the two major cities in the central belt of Scotland. We recommend that
GCR should consider whether a new forward looking GCR-ECR partnership, that focuses
on the linked futures of the Glasgow and Edinburgh city regions, would represent a
significant enhancement of what has already been catalysed by City Deals. (REC 22).

None of these governance recommendations are made redundant by the current crisis and the
need for coordinated actions across areas and sectors and for collaborations within and across
all sectors of the economy will now become more rather than less important as central fiscal
resources become constrained. The limits to Scottish Government borrowing capacities whilst
record low (even negative) interest rates prevail make little sense when set beside major
infrastructure demands and needs and the potential of infrastructure investment (including
housing) to generate jobs now and potential productivity increases in the future. The City-Region
should have the powers and staffing capabilities to quickly raise major tranches of bond finance
to fund a new infrastructure for the City-Region. City-region assets rather than Scottish
government grants may be the more likely funding route to remaking the city region economy and
attaining zero-carbon.

The Scottish Government
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The Scottish Government, who are to be commended for having a national spatial
strategy, require a firmer spatial framework for the planning of economic change in
Scotland. There can be little coherent spatial and infrastructure planning without a clear
and committed economic geography for future action. This issue was unrecognised in
NPF3, and the Scottish Infrastructure Commission, in setting out the infrastructure
challenges for Scotland to 2050, have yet to respond to this concern. This is not a plea for
arigid, fixed infrastructure plan for the future, however. We recommend that the Scottish
Government urgently envisions and articulates what it regards as the ‘best first
moves’ in selecting infrastructure investment locations between and within
Scottish city-regions (REC 23).

Pressures on budgets over the last decade have led to a downward shift in staffing and
spending on non-statutory services such as local economic development and planning
and analytical and planning capacities within Scottish local governments appear to have
reduced significantly. At the same time UK and Scottish governments have emphasised
the importance of local authorities making better informed, strategic decisions. Intelligent
decision taking in the GCR needs a step change in capacity for economic analysis and
infrastructure planning. We recommend that the Scottish Government should address
these capacity deficits either by shaping dedicated regional teams in their own
analytical services or by considering resource support for the creation of the
capabilities required within the GCR (REC 24).

Whilst the importance of the challenges facing cities is recognised by the Scottish
Government, and strong national goals in relation to inclusive growth and net zero carbon
have been set, the local authority finance system In Scotland, and the wider UK, remains
extremely centralised by advanced economy standards. Tax revenues from city-region
growth mostly leak away to Scottish and UK levels whilst the congestion effects and
shortages, associated with transport and affordable housing, for example, remain in the
GCR. We recommend that the Scottish Government, in support of a city-region
mission, may usefully consider how these growing fiscal imbalances can be
appropriately addressed (REC 25).

The UK Government

More effective economic governance of the GCR requires a more coherent approach to
the overall spatial economic future of the UK, and the rebalancing of Britain, that has to
look beyond the cities and regions of the north of England®'. As long as Scotland remains
within the UK, the Westminster government has to have regard to the consequences for
Scotland of the spending, infrastructure, regional policy and devolved governance
structures it develops for the city-regions of England. We recommend that Governments
implement the spirit of the Smith Commission’s desire for better intergovernmental
collaboration on city-region policy issues between Westminster and Holyrood.
(REC 26)
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We further recommend a better collaborative discussion between the city-region
and the two other orders of government in relation to the future of air and rail
transport links between the GCR, the rest of the UK and the wider world. (REC 27)
We recommend that developments in England related to local industrial strategies
and possible decentralisation and devolution frameworks are clearly articulated in
terms of the implications and opportunities for city-regions in Scotland (REC 28).
UK and Scottish Government funding to support incomes, businesses and services
through the emergency, until now, have been of fundamental importance to the GCR. It is
crucial that withdrawal of such additional supports is tied to the pattern of epidemics and
their economic consequences at regional-metropolitan scales and are not simultaneously
ended over the different regions of the UK. The scale of UK government debt and deficit
being incurred in meeting the needs of the emergency are likely to re-emphasise the
vertical fiscal imbalances within Britain and Scotland. Whilst much energy has gone into
rethinking the fiscal arrangements prevailing between Westminster and Holyrood there
has been little reform of the very centralised fiscal arrangements within Scotland that leave
few resource choices at the city and city-region scales.
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