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For Strategic Leaders of Place
Our summary of what you need to know...on just one page!
GDP Data released on August 12 showed that the UK has now formally entered recession
with a 20.4% contraction for Q2 which is the largest ever on record. This however was not
as severe as was predicted by many in April/May but is still very substantial and will have
wide-ranging impacts on the economy, employment, and public finance.
Employment data released on August 10 showed that the number of employees is down
730,000 compared with March 2020. Additionally the data release showed declines in
hours worked (which has impacts in take-home income). The claimant count
unemployment figure stands at 2.7m which represents a significant increase but the full
level of unemployment is being marked by the continuation of the furlough scheme.
Government is significant ramping up capacity for national employment support
services with a number of framework contracts being let.
Overall confidence and economic activity does seem to be growing as social distancing
restrictions have been relaxed. Government schemes to support demand, including the
‘eat out to help out’ scheme do appear to be helping stimulate demand.
However, the incidence of ‘local lockdowns’ is seeing increased calls for place specific
continuation of economic support measures including an extension of the furlough scheme
in those places effected.
Much is awaited from the Recovery and Devolution White Paper due in September.
Originally intended to be titled a Devolution White Paper and to include expectations for
Local Government reorganisation a deliberate effort is now being made to link economic
recover with intentions for change in the model (and scale) of Councils.
The Autumn remains a critical period in the recovery with the withdrawal of various
Government schemes and the likely spike in unemployment. It is also a point where a risk
of a resurgence in CV-19 cases may grow. Whether consumer confidence can be
sustained through the period will be critical in determining the speed of any recovery.

Key strategic considerations for places (what you need to think about!):
1.

‘Governance and institutional form’ moving forward should be a key issue place
leaders should be giving thought to. Although perhaps distinct from the CV-19 scenario
the expected White Paper will clearly link devolution, Local Govt.. reorganisation, and
economic ‘growth’ – what this means in practice is likely to be complex and should sit
top of any strategic consideration for places in the future. This topic is the focus of the
‘our view’ section at the back end of this edition.

2.

Managing local lockdowns and economic impacts of local lockdowns is also a new
consideration. Evidence can be found from Leicester and areas such as Greater
Manchester and places might decide to plan for the economic effect (and mitigation) a
local lockdown would have on their place as part of their local lockdown considerations,

3.

Having capacity in your unemployment (and benefits) support system and infrastructure
for the expected spike in late Autumn remains important. Government is actively
commissioning considerable delivery programmes – the Q is how well is your local
infrastructure integrated to work with those nationally funded interventions?

4.

Managing the return to the high-street is still important. Previously we suggested the
priority would be encouraging such a return but many places have seen footfalls
increase and the challenge is actually managing the volumes in a safe way.
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Key economic intelligence
A quick overview of key economic intelligence available in recentweeks
ONS Gross Domestic Product (GDP) data released on August 12th confirmed
that the Q2 period of 2020 has seen the single greatest drop in GDP on record.
GDP dropped by 20.4% in the period following the 2.2% drop in Q1. The
implication is that the UK economy is now technically in recession.

As important at the depth of any recession effect is the time to return to pre-CV levels of activity and
alongside that, the recovery of employment and other socio-economic factors. Although the depth of
the drop is less than forecast some are now suggesting that the length of time before pre-CV levels of
GDP will be achieved will be longer. For example, the Bank of England have revised their view from
mid-2021 to the back end of 2021.
A key concern flagged by us at GC Consulting is that the GDP impact will be short-lived relative to the
impact on the labour market. The image below is from Edition 2 of our Round-UP series and shows
the lagged effects on vacancies available in the economy and the overall unemployment rate as a
result of the 2008/09 recession.
The reality is that GDP will
‘bounce’ upwards and we will
likely leave the recession
situation quickly.
But, Place Leaders need to
recognise that this bounce
will not occur in the labour
market setting. The risk of
mass and long-term
unemployment remains.

Source: ONS – GDP 1/4ly estimate

Despite such a significant drop the result was better than some forecasters had
predicted and was below the reference case scenario produced by the Office of
Budget Responsibility (OBR) in April which estimated a 35% drop. The
softening of social distancing measures in the latter period of the ¼ allowed
confidence and with that, economic activity to return.

Govt. is ramping up national
unemployment support
services; how your place
interfaces with this national
commissioning is now an
important place level
consideration. 3

Key economic intelligence
A quick overview of key economic intelligence available in recentweeks
Labour market implications of CV-19 continue to be a concern but also, complex to
understand. The interactions of an effectively suspended economy for many sectors, the
furlough scheme, the need for some to recruit for short-term CV-19 related activity, but
also the unpredictability of future demand makes assessment difficult. This is also not
assisted by the different measures available which all show differing patterns.
Headline points remain:
•

‘Lock-down’ and the drop in demand resulted in job losses and is continuing to result in
job losses – these include ‘secondary impacts’ in supply chains

•

Some of this is a consequence of sectoral restructuring that was underway anyway but
has been hastened (e.g. in high street retail)

•

The furlough scheme is being withdrawn from and will end in the Autumn – this is
masking/delaying an expected jump in redundancies which are likely when the scheme
ends and businesses (not Govt.) will be responsible for that employment cost

•

Vacancies – i.e. advertised roles – dropped significantly but have picked up but with
some evidence these are, in some cases, for short-term CV-19 related activities

•
•

ONS provided a data release on August 11th which showed:
•

The number of employees (people on payroll) reduced 730,000 compared with March

•

Hours worked also fell – this is important as it impacts on ‘take-home’ pay especially
amongst lower paid workers

•

There are large numbers of people reported to be temporarily away from work (i.e. on the
furlough scheme)

•

Self-employment levels have dropped markedly

•

The unemployment rate has not shifted significantly (reflecting the technical definition –
we can expect this number to start shifting markedly in the Autumn)

ONS data relating to the labour market suffers from a lag-time effect in providing insight to
the shifts taking place in the market. Various agencies review advertised vacancies and
provide a more real-time tool to see trends. Various reports using these sources exist and in
general, these show:
•

Those at the ‘edge’ of the labour market (e.g. the young) are most effected – they are
first to lose their roles and find it hardest to find new roles

Advertised vacancies is rising – it dropped markedly in April but has been picking up
month on month – but is yet to reach a pre-CV level

•

The ratio of unemployment to vacancies is a key statistic – it has risen significantly and
represents how hard it is to find work if out of work, when this ration is high it drives an
increase in long-term unemployment

But, around 1/5th of all vacancies advertised are in health and care, while other areas of
growth are also in sectors where there is a CV-19 response requirement – some of the
recruitment can be assumed to meet short-term not long-term needs

•

There is greater competition for lower skilled employment as this is where job-losses
have been greatest increasing competition for jobs

It is critical for place leaders to understand the trend AND have foresight for what will
come next.
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Policy considerations
A quick overview of key policy changes/insights available in recent weeks
Government Initiatives

Policy insights…

Moving into August a number of the Government’s demand side support schemes
have come into effect with the purpose of providing demand side support to
returning the economy to a pre-recession position. This includes the six-month VAT
cut (from 20% to 5%) from July 15 to January 12 2021 for restaurants and hotels
and ‘Eat out to help out’ scheme offering a 50% discount for every diner, up to £10
per head – applying Monday to Wednesday for August.

Organisations such as IPPR, Centre for Cities, etc. are producing a range of policy
papers that continue to provide both an assessment of the economic effect of CV-19
but also a contribution to thinking about the ‘future economy’. Many of these
publications take a ‘place based view’ of how CV-19 is impacting from place to place.

The intention of such schemes, and initiatives such as the increasing of stamp duty
thresholds are to try and encourage a return to economic activity and stimulate
confidence in the economy as a whole.
The biggest risk to such confidence building measures is a return to lock-down
arrangements. Govt. has shifted significantly to intending to use ‘local lock-downs’
based primarily on Local Authority boundaries. Hence, concern has been
expressed by a number of places but also organisations such as the CBI that there
is no equivalent local economic support programme in place for when lockdowns
are applied. For Place Leaders considering how a local lock-down might be
implemented the need to also consider the economic consequences (for the
purpose of mitigation) is important.
Government has also tendered a series of national frameworks to support
employment support activity. A £7.5bn, 5 years framework was tendered in
June/July. Again, local Place Leaders need to be aware of how these programmes
will be delivered in your area to integrate that with local support to maximise
employment and unemployment support for the benefits of local people.

Alongside these reports is an increasing set of more detailed materials on not just the
impact of CV-19 on places but how this fits within the longer established ‘path
dependency’ that has led to unequal economic performance. A report titled
‘Productivity of Industries and Places’ by CRESR at Sheffield Hallam University was
recently released suggesting industrial structure, not labour efficiency is a driving
factor in productivity differences between places while NIESR released a Journal
special with various reports tracking such trends.
What is apparent is that the uneven economic geography of England is both longstanding and becoming move uneven just as Government has a stated policy focus on
‘levelling-up’. How levelling-up might be achieved in such a scenario is something all
place leaders should have an eye on both in terms of policy considerations but also,
the possibility of accessing new resources as ‘levelling-up’ shifts to being some form of
implementable programme. Our view on ‘levelling-up’ can be accessed here:
https://gcc.growthco.uk/our-thinking/posts/2020/june/levelling-up/
In September we are due to see the Recovery and Devolution White Paper in which
Government will likely link the reorganisation of Local Government, Devolution (so
creation of Mayoral CAs) with some form of economic renewal. The Governance of
sub-national policy will likely shift significantly at the same time as recovery is required
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Our view…
Levelling Up and Institutional Governance
This section of our report focusses on a key topic to help strategic place
leaders focus in more detail on what is to come and support you in
planning ahead. This edition focusses on ‘sub-national’ Governance of
economic growth at a time when we await the White Paper on Devolution
and Recovery due this September.
Introduction - Recovery, Devolution, Levelling-Up or just Reorganisation
In September the Government is due to publish proposals for further devolution in
England. It will support the creation of new Combined Authorities and Elected Mayors
while simultaneously also supporting the reorganisation of Local Government
incentivising the abolition of two-tier structures to be replaced by single-tier LAs with
populations of c. 350,000 to 600,000. The proposals have been couched in terms of
supporting economic growth and, in the North where such changes have already been
encouraged more consistently, as a feature for ‘levelling-up’. Although the White Paper
has been on the cards for a while more recently the title has expended to become the
‘Recovery and Devolution’ White Paper with the content likely to include measures that
will, institutionally at least, supposedly support economic growth. For the North, there is
persistent talk of creating a new statutory body for economic Growth covering the existing
11 LEP areas (and associated CAs/Local Govt. structures) which further complicates the
picture. Whichever way you look at things – it’s likely to be messy in the months and
years ahead.
In a recent long read piece by GC (available here: https://gcc.growthco.uk/ourthinking/posts/2020/june/levelling-up/) we argue for a more practitioner led, and local
orientated approach to dealing with the issue of sub-national economic growth policy. But
for Place Leaders today – just getting your head around what this might mean is a
challenge enough. Here we try to summarise key features.

The context…
Achieving local economic growth has been a long-standing policy goal of local and national
Government. It is not easy however not least, because of the constant churn in policy
initiatives that disseminate from Whitehall. As the subsequent page shows, since the 1980s
we’ve been through round after round of institutional change and new initiatives – with each
presented as new, but each trying to similar to what went before.
So what is different now?
What is different now is the search for an ‘institutional fix’ for local economic growth is also
been used as a tool to deliver a much broader shift in local democratic structures. This has
two forms – the desire to rationalise Local Government structures creating single-tier
entities covering 350,000 people or more alongside the development of Combined
Authorities (coving multiple LAs) governed by directly elected Mayors.
These shifts are far broader and more fundamental than just local economic growth but,
that policy goal provides the driving logic for much of the change expected. CAs after-all
were originally formed specifically for the purpose of transport and local economic growth –
the powers beyond such are add-ons and available still on a very selective basis.
Combine this shift with the reality of Local Government finance under austerity which
makes much of the sector seem ultimately unsustainable into the medium-term and we are
about to see radical change, justified in part, by wanting ‘the best’ institutional arrangement
to grow an economy.
For Strategic Place Leaders – beyond just economic development – the rationales
and logics for such changes become critical intelligence because for the public good
– especially in a post-Covid recovery period - this needs getting right (or at least, the
best needs to be made of a less than ideal process)
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Our view…
Levelling Up and Institutional Governance
Have we been here before?

Economic Growth Initiatives since 1980 – a sample

Our long-read piece identified how since the 1980s we have been through recurrent rounds of new
economic development growth initiatives and often with a redesign of the ‘institutional governance’
involved. Indeed, whether through Training and Enterprise Councils (TECs) from 1990, to the Regional
Development Agencies (RDAs) from 1998, to Local Enterprise Partnerships (LEPs) from 2000 and then
Combined Authorities since 2010 we have tried, and tested, a range of different institutional types.
Under both Conservative and Labour Administrations the tendency has been to abolish and re-create
time and time again with, we’d argue, little continuation or learned experience of ‘what works’ within
Whitehall. That knowledge – of place and of what has worked well before does exist, but requires an
empowering of the local for it to be effective as it is at the local level that the institutional memory exists.
As we face another phase of change – Local Place Leaders can use their place based
knowledge and intelligence to try and create the most effective models going forward. It is
locally informed, as opposed to nationally set, structures that will work best.
It risks being much more messy this time!
The biggest issue that makes the next set of changes far more complicated is the inherently more
political nature of what is proposed. Reorganisation, encouraged through the accessing of ‘growth
funds’ will effectively see local district Councils and upper-tier Counties asked to abolish themselves to
create new Unitary structures. As an example, this will literally see ‘red’ districts in ‘blue’ counties give
up their political power, and Councillors effectively vote not to hold their Councillor positions (and the
associated allowance) anymore in the years ahead. Putting all logic aside – political pragmatism now
comes to the fore! Just predicting the options available, never mind the outcome, it an exceptionally
complicated task…
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Our view…
Levelling Up and Institutional Governance
Getting your head around it all – where to begin?

QUICK REFERENCE TO WHAT IT ALL MEANS…

At GC Consulting we have some very particular expertise on considering the institutional
fixes that might occur but also, the political processes that drive such with a capability to
help local areas understand what lies ahead. Below however are a few simple principles to
apply:

Reorganisation – for some time Central Government policy views have regarded single
tier Local Government structures to be more efficient that two tier structures and that an
‘optimal’ size of an LA should be 350,000+ people. This is not written down explicitly but the
range of reorganisations that have occurred plus insight from many who have worked in
Government has seen this position become increasingly ‘accepted’. The result is that many
lower tier Districts and upper tier Counties are effectively under threat of restructure with
new, single tier structures replacing them

•

•

•

Delivery matters – the processes of devolution have focussed to date on ‘doing a deal’
as if that is an end-point outcome of the devolution process. Our advice is to see ‘the
deal’ as just a stepping stone on a journey to better delivery of outcomes. Being delivery
focussed upfront not only ensures those outcomes get achieved but also helps create a
culture of common purpose from those involved – it helps keep people on-board as
inevitably, the waters will be rocky!
Form (as far as possible) follows function – given the linking of devolution to
reorganisation there is a real risk of mixing debates about form and function and not
creating institutional arrangements that work. Here it makes sense to separate strategic
form operational functions as well as be clear about who (and where) strategies is set,
who (and where) is responsible for the commissioning of what services, and that the
best place for delivery may actually sit somewhere else. Creating new entities assuming
they will ‘do all’ is not the way to approach this problem.
Collaboration remains key – Whitehall remains slow to grasp that there is a
fundamental shift taking place in how public service is organised and the tendency to
undertake policy in a silo way reinforces such separation. Where Local Government has
excelled has been when it realises that partnerships and collaborations, across different
policy domains, is what best delivers. Whatever these changes – the ability to
collaborate – which is about culture and behaviour as opposed to institutional
arrangement, will remain critical in stimulating long-term sustainable benefit.

Devolution – in the England context this effectively means the transfer of some (still
limited) powers from National Government to Combined Authorities which, are Governed by
directly elected Mayors. The Cities and Devolution Act (2016) building on legislation from
2009 allows this process. In this space Government has become clearer in stating that
without a Mayor, you don’t get a CA and the powers and funds that come with it. CAs have
been formed with a functional remit almost exclusively covering Transport and the broad set
of functions that contribute to growth from economic development to skills.
Can you have Devolution without reorganisation? The answer increasingly seems to
be, no. Although the technical processes to date have been separate (and we await the
White Paper) many areas ‘in negotiation’ report being told that they cannot get devolved
resource unless they also commit to reorganise. Off the record, some smaller single tier
LAs in already devolved areas are increasingly fearful that they too could be expected to
reorganise to be ‘bigger’ if further devolution to their area is to occur.
What about LEPs? These seem to be staying even if their mandate is less clear if
reorganisation and devolution occurs. Government remains committed to involvement of
the private sector in sub-national economic planning and LEPs, a decade on from their
creation, provide 100% coverage of England (which is actually useful if your in Government
wanting to make an ‘ask’ without going to every single LA).

8

About GCC
For a discussion about the content of this
briefing or to discuss the potential support
that GCC could provide please contact
Michael Palin, MD of GCC.

This ‘Round-UP’ is one of a suite of materials developed by GCC to support our
clients and partners as they face the ongoing challenge of stimulating sustainable
economic growth; from having the right economic strategies to having the right
governance and structures that enable delivery.
The series includes features on CV-19 as well as Devolution, local collaborative
working and governance for delivery. The series can be accessed at gcc.growthco.uk
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