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To provide the Board with an overview of the key findings from the recent
Joseph Rowntree Foundation report ‘Cities, growth and poverty: Evidence
review which examines the relationship between economic growth and
poverty.

RECOMMENDATIONS:
That the report is noted.
SUPPORTING INFORMATION

Joseph Rowntree Foundation have produced a report ‘Cities, growth and
poverty: Evidence review’ which examines the relationship between economic
growth and poverty.

There is a consensus that cities are important for economic growth. The
Government is devolving powers to the largest and fastest-growing urban
areas and providing incentives to encourage growth. A set of ‘City Deals’ have
been agreed and the prospective Single Local Growth Fund will give cities
more control over local spending in areas such as skills, transport and
European development funds.

Many cities also have high levels of poverty, placing considerable strain on
public services, for which local authorities and other agencies face an
increasing demand at a time of unprecedented funding cuts.

POLICY IMPLICATIONS
Economic growth does not always reduce poverty. Many of the most

economically successful city economies have experienced stable or
increasing poverty rates even during periods of economic growth.
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Increases in output or productivity at a local level are important for economic
success, but have little short-term impact on poverty. Employment growth has
the most significant impact. The quantity and quality of new jobs is the critical
factor in reducing poverty in cities.

The benefits of growth in innovative, knowledge-based sectors will not
automatically trickle down to households in poverty. Cities need to be clearer
about who will benefit from different local growth initiatives and how they will
benefit.

The impact of employment growth on poverty depends on the sector of new
employment, its quality, the characteristics of the population and local factors
such as the quality of transport links.

A balance and range of skills is particularly important in both ensuring urban
economic growth and reducing poverty. Low and intermediate-level skills and
the quality of entry-level jobs should be considered integral to developing a
sustainable urban economy.

Cities should not approach growth and poverty as two separate agendas.
Reducing poverty brings a range of economic and financial benefits, which
can be important in driving local economic growth and managing future
demand on local public services.

The report concludes that growth and poverty differ according to local context,
so cities have an important role in linking policies for poverty reduction and
economic growth. Some cities have seen their economies grow rapidly, but
this has not always reduced poverty. Cities are in an excellent position to
coordinate policies between local stakeholders and help link economic
development with skills and employment policy.

Between 2001 and 2008, the UK cities with the strongest economies at the
beginning of the period enjoyed the highest growth rates and became even
stronger relative to other cities. London increased these disparities,
accounting for 37 per cent of output growth (measured by Gross Value Added
(GVA)) among the 60 cities in this review. Over the same period, cities with
the highest poverty rates in 2001 saw the largest falls. Despite this, the
poorest cities in 2001 still tended to be the poorest in 2008. For example,
Glasgow was the second poorest city in 2001 (measured by benefit
claimants), with 33 per cent of its population in poverty. By 2007 this had
fallen to 30 per cent, yet it remained the second poorest city.

Economic growth does not always reduce poverty. Poverty in many of the
most economically successful city economies has stayed stable or increased,
even during periods of economic growth. In the period from 2001, London
experienced some of the strongest growth in GVA per head of any UK city,
yet its poverty reduction was only average.

The benefits of growth in innovative, knowledge-based sectors do not
automatically trickle down to households in poverty. There is no guarantee
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that everyone will benefit from growth in their local economy. Within a city,
some neighbourhoods with high concentrations of poverty remain persistently
deprived through periods of growth. Other poorer neighbourhoods may
become improved but this will not always create employment for existing
residents, merely reflecting a changing socio-economic mix and displacement
of poor households as more affluent households move in.

The link between economic growth and poverty reduction varies by cities. The
influence of growth on poverty depends on the sector of new employment, its
quality, the population’s characteristics and local factors such as the quality of
transport links, which determine whether local residents can take up new
employment.

Economic growth is made up of employment growth (number of new jobs
created) and/or output growth (productivity measured by GVA). Between 2001
and 2008, cities with the highest increases in employment, not GVA, were
most successful in reducing poverty. Output growth had no short-term impact
on urban poverty. It is associated with wage increases at the top of the
distribution but not wages at the bottom. In the long term, output growth may
lead to employment growth and this may then reduce poverty. Job creation is
the critical factor in linking growth and poverty reduction, and the quality of the
jobs created matters as well as the quantity.

Poverty does not just affect long-term unemployed people or those furthest
from the labour market. In 2011/12, more than half of the 13 million people in
poverty in the UK were in a working family. This situation is likely to worsen as
the number of jobs at the bottom of the labour market is projected to increase.
But as mid-level jobs decline in importance, opportunities for progression will
become more limited.

The relationship between growth and poverty in cities is two-way. Poverty
reduction contributes to economic growth, bringing significant economic and
financial benefits for cities. Reducing poverty:

. makes more efficient use of people’s skills, knowledge and experience,
and boosts productivity;

. raises incomes, increasing spend and demand in a local economy,
directly benefiting local businesses;

. reduces welfare spending and demand for public services, and
increases tax revenues. This means additional investment could be
channelled into growth-enhancing policies and initiatives.

Leadership

4.15.1 Both poverty and economic growth look very different in different cities. Cities

can put in place the frameworks and policies to ensure that growth and
poverty reduction are better linked, and these should be tailored to individual
city circumstances. There would be a more compelling case for investment in
initiatives linking growth and poverty if there was a better understanding of the
economic and financial benefits of reducing poverty. Making economic
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inclusion part of local growth strategies should form part of a wider ‘invest to
save’ package that aims to reduce the demand for local public services. City
leadership extends beyond local authorities. Other stakeholders, such as
‘anchor institutions’ (major employers with fixed stakes in a local economy),
have a vital role in both increasing growth and reducing poverty. At city level it
is possible to co-ordinate local stakeholders and work to a shared agenda.

4.16 Jobs

4.16.1 A key issue is to what extent cities regard growth and poverty reduction as
one agenda or two. Case studies highlighted the tension between the narrow
focus on growth of many Local Enterprise Partnerships (LEPs) and the
broader social and economic objectives of local authorities. This raises some
interesting questions for local strategy development.

4.16.2 There is no simple trade-off between productivity or jobs — the two aspects of
growth are inextricably linked. Priorities within local growth strategies should
strike a balance between creating jobs and increasing productivity. Cities
need to develop a better understanding of who is and who is not going to
benefit from different local growth initiatives, and strategies should be explicit
about how growth initiatives are being linked to households in poverty.

4.17 Skills

4.17.1 A range of skills is particularly important in both ensuring urban economic
growth and reducing poverty. Low- and intermediate-level skills and the
quality of entry-level jobs should be considered integral to developing a
sustainable urban economy. While high-level skills are vital for urban
economic success, a balance of skill levels is important in ensuring economic
growth is equitable.

4.17.2 Increasing skill levels for those with relatively low-level skills can both
increase productivity and fill skills gaps that would otherwise hold back local
enterprises. The business model of low-pay, low-skill employers needs to be
challenged to boost overall demand for a higher-skilled workforce and enable
businesses to become more productive. Working with employers to
understand how low-level skills can be upgraded to increase productivity and
reduce in work poverty is a key issue for local growth strategies.

4.18 Cost of living

4.18.1 Cities also have an important role in reducing the cost of living, with housing
costs in particular likely to rise as cities grow. Cities have control over the
local planning system and can use this to increase land supply and reduce the
cost of housing.

5.0 OTHER FINANCIAL IMPLICATIONS
None
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IMPLICATIONS FOR THE COUNCIL’S PRIORITIES
Children and Young People in Halton

Many children and young people in Halton live in poverty both as part of
working and workless households. If we want to provide better outcomes and
opportunities for these families then we need to take on board the messages
from within this report.

Employment, Learning and Skills in Halton

Economic growth is a key priority for both the council and the Liverpool City
Region. However as this report has shown it doesn’t necessarily follow that
improving economic growth reduces poverty. If we are to ensure that the
benefits of economic growth reach everybody then we need to take on board
the key messages from this report and making economic inclusion part of
local growth strategies is essential.

A Healthy Halton

Living in poverty has a significant impact on the health of individuals and
families. It would follow that reducing poverty and providing employment
opportunities that benefit the poorest in Halton will help to improve health
outcomes

A Safer Halton

There are clear links between poverty and crime, so lifting people out of
poverty and providing effective training and job opportunities should help to
reduce crime and anti-social behaviour.

Halton’s Urban Renewal

The benefits of economic growth need to reach everybody and linking growth
with social inclusion is key for this to happen. Also transport and housing
needs are key elements to be considered alongside business growth.

RISK ANALYSIS

There are no immediate risks directly relating to the information in the report.

EQUALITY AND DIVERSITY ISSUES

Not applicable.
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LIST OF BACKGROUND PAPERS UNDER SECTION 100D OF THE
LOCAL GOVERNMENT ACT 1972

Document

Place of Inspection

Full Report — Cities, growth and poverty:

Evidence review Joseph Rowntree
Foundation

Available to view:-

Policy, Provision & Performance
Division

Children’s Organisation & Provision
Children & Enterprise Directorate
Rutland House

Runcorn

WA7 2GW

http://www.mbsportal.bl.uk/taster/subjar
eas/accfinecon/twf/164490citiesgrowth1
4.pdf

Summary - Cities, growth and poverty:
Evidence review Joseph Rowntree
Foundation

http://www.jrf.org.uk/sites/files/jrf/cities-
growth-poverty-summary.pdf




