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Executive summary

Unlocking UK jobs, housing and growth is our 
shared goal. In achieving this cities, and their 
transport infrastructure, matter. They are the 
drivers of economic growth and performance 
today and increasingly in the evolving world 
economy – a fact undisputed by much 
research and recent reports on the subject.

Over recent decades, a modern knowledge 
economy has flourished in our cities, at the 
heart of dynamic city regions. They have 
shown how larger centres can generate 
greater density and higher wages if supported 
by good transport systems, both for the labour 
market and business-to-business access. 

This report seeks to add to the current debate 
on what should be the proper powers and 
responsibilities of cities in the UK through 
a renewed focus on transport infrastructure 
investment and the empowerment of city 
regions to achieve their full potential.

We know from cities around the world that 
devolution and more integrated approaches 
to investment will secure better infrastructure, 
unlock growth and create new, locally-
determined funding opportunities. 

Crucially, this report highlights a mismatch 
between central government’s ambition to 
boost jobs growth and economic prosperity 
in cities and the system used to prioritise 
transport investment and funding. It is a 
system that developed during an era in which 
only modest budgets were available for 
managing what was felt to be the inevitable 
decline of cities. With this central assumption 

laid to rest, these approaches are ill-suited 
to the more expansionary climate of today, in 
which cities are once again the drivers of the 
country’s future growth and success. 

Without the proposed improvements outlined 
in this report, the UK will continue to miss out 
on the potential of its cities, as investment 
decisions, often heralded as economic 
decisions, are made without reference to their 
impact on the competitiveness and economic 
performance of its cities.

Visionary schemes such as Crossrail, HS2, 
and the One North proposals rest precisely 
on their ability to be game-changers for city 
regions and the whole country; and they 
require complementary plans to be put in 
place to allow this to happen. 

What we need is a reformed system that 
looks both at returns on investment and that 
allows these corresponding policies to be put 
in place. Major investment decisions must be 
shaped by a more holistic view of cities’ needs. 
This must start with the growth imperative and 
be supported by strong risk analysis, rather 
than a narrow transport appraisal system that 
assumes the development of the economy is 
broadly independent of the transport system.

The report lays out the backdrop to the need 
for city regions to have funding guarantees 
that cut across political cycles, fiscal 
devolution that allows cities to keep a greater 
proportion of the tax revenue generated 
by investment, and additional powers over 
transport services.
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1 Welfare has a particular meaning in economic theory which is narrower than the meaning in normal language. 

This report finds that:

Centralised decision-making means transport 
decisions are evaluated independently of their 
impact on the economy or interaction with 
other policies, something which astonishes 
non-economists and even some politicians.

Britain’s cities are among the least devolved  
in the world, with very little control over 
services, funding, or borrowing, constraining 
their ability to give a clear focus across  
policies at the local level to promote sources  
of competitive advantage in the interests of 
local and national productivity.

The report recommends a fresh approach  
to these decisions to give a strategic focus  
on how investment is to be paid back;  
whether by fares, taxes on increased activity, 
or developer contributions.

The proposition is actually fairly simple.  
Better transport, land use planning and 
devolution go hand in hand. Both for London 
and other cities, an integration of land use 
planning and development with the transport 
investment is central to economic growth and 
to future welfare1.

Transport builds cities that drive growth 
Section 1 considers how transport builds 
density in cities and how that density relates to 
economic growth.

The UK’s centralised system means city 
funding comes down a complex set of pipes, 
with no connections or integration at the city 
level. A more devolved system could not only 
take a more coherent view of the investment 
needs of cities, but also prioritise on the basis 
of a wider set of criteria than is currently 
possible. That ability to set priorities – and 
the ability to fulfil them – will be pivotal in 
ensuring cities get the right mix of investments. 
In transport, that centralisation is seen in 
the decision-making of the Department for 
Transport (DfT), which uses assessment 
criteria which focus on a conception of welfare 
based on user benefits rather than economic 
potential and growth. The problem is that this 
is incapable of identifying likely future needs 
where the economic system is dynamic and is 
likely to result in damaging under-investment. 

This section sets out how maximising 
economic potential of cities will require  
the densification of city centres. In turn, this  
will require the creation of larger, more 
effective commuter catchment areas for all 
cities outside London, together with projects 
such as Crossrail 2 that would result in 
comparable productivity gains. In addition, 
creating dense and successful cities is not 
just about the labour market but also about 
creating better opportunities for successful 
businesses with good access to markets and 
to new opportunities.
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Cities held back
Section 2 considers in more detail the 
constraints placed on cities, both by the lack 
of the right type of infrastructure and the 
challenge posed to the current static system 
of assessment for transport infrastructure 
investment, by focusing on its role in economic 
growth over time.

The UK’s current appraisal and funding system 
is based on the assumption that transport 
investments are made to generate welfare 
improvements for passengers, rather than to 
change the economy’s output potential. Where 
change is only incremental it may well be 
reasonable to consider the economy as being 
independent of transport in this way. However, 
where there is the potential for structural 
economic change, accompanied by major 
spatial change locally and regionally, this is 
unlikely to provide a sufficiently full view of 
likely future transport requirements. 

The changes experienced at Canary Wharf 
show that past trends are not a useful guide 
to the future in all circumstances. This is a 
very important realisation when our appraisal 
system insists on using models in which the 
past informs assumptions about the future. 
This suggests that our current static framework 
for evaluation, particularly of large-scale and 
long-term projects is inappropriate. It will 
not capture the feedbacks that change the 
nature of places, even when so-called ‘wider 
benefits’ are taken into account. What should 
be asked is what constraints exist, how serious 
they are and what might relieve them. The 

further question is to gauge the extent of new 
opportunities, how they can be accessed and 
what investment would make it possible to 
achieve them. 

What is to be done?
Section 3 sets out the alternative, which is 
to start from the proposition that growth can 
be created by transport investment that is 
locally determined in the context of integrated 
city region growth plans, and then consider 
what might happen in the absence of such 
investments. This means focusing on output, 
gross value added (GVA), productivity and 
financial payback.

Paybacks
The report recommends a focus on revenue 
and the wider economic returns that are 
generated by major transport investment 
programmes. It steps away from a focus on 
welfare benefits, which are not paid for, in 
favour of those which have direct value. It then 
follows to think about what revenue will not 
cover and why there might be a case for such 
investment. This is where GVA, productivity 
impacts and returns to the national economy 
over time come in.

This allows us to consider the capital  
financing of transport projects in a new way.  
A project which offers proven, realistic  
potential to add to jobs and productivity will 
raise the total sum of taxes generated and 
present new sources of finance over time.  
And in due course, there will be continued 
streams of activity-generating benefits. 
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By viewing spending priorities in this way,  
we can break with the constraints of  
short-term decision-making and spending 
approaches to create a virtuous investment 
and performance that rewards a spirit of 
entrepreneurialism in our cities. Through 
this model, of course, welfare benefits will 
still be represented, as has been shown 
by the Greater Manchester Transport Fund 
investment programme, whose components 
were determined by their GVA potential and 
refined by the ability to secure social and 
carbon benefits at a programme level. 

Why cities?
Crucially, linking benefits to paybacks, 
particularly those generated by new economic 
activity, is much more easily done at a sub-
regional or city region level than nationally. 
Once the assumption that the economy 
is independent of the transport system is 
abandoned, the immediate question is what 
the objective is of a policy so that the relevant 
benefits can be examined. 

Cities and city regions should be able to 
have a more focused view of their prospects 
and how best to respond to opportunities. 
Indeed they will be essential to actually taking 
advantage of new opportunities. Transport 
is a necessary but not sufficient condition for 
success. Cities and their regions will play a 
key role in ensuring the other conditions are in 
place and, therefore, for maximising the value 
for money of the overall investment.

Thinking about risk
Risk analysis is a vital component and should 
play a much broader role in our analysis. It 
must achieve two things. First, it must identify 
the key risks, then it must assess them. A big 
element of this is to assess where the future 
could be different from the past and how 
much needs to change for the future to pay 
back an investment. A sense of the scale of 
change, and whether such change has any 
historical precedent, is enormously valuable in 
assessing both feasibility and risk.

The risk that we fail to put in place sufficient 
infrastructure and thus constrain growth 
needs to be set against the risk that we over-
invest. All the evidence suggests that we have 
historically under-invested, while economic 
opportunities are currently burgeoning. The 
need is to free up the ability to invest on the 
basis of a potential payback in revenue and in 
output terms.

Delivering at scale and for the long-term
Finally, the model requires a new paradigm 
for planning and funding transport across all 
agencies – national and local – breaking free 
from five-year funding cycles to truly respond 
to the long-term. 

The scale of opportunity offered and pace 
of change by our cities, acting in a global 
marketplace, demands this; as does the 
national transport framework that will be 
shaped by programmes such as Crossrail  
and HS2 that will be delivered through the  
next 10-15 years.


