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1 Cities matter 

These are exciting – if challenging – times 
for cities in many countries. During the 
past decade many cities in many countries 
have emerged from a period of decline to 
find new economic, political and cultural 
niches. There has been a sea change in how 
they are regarded. Governments, the private 
sector and researchers increasingly see cit-
ies as the dynamos of national and regional 
economies rather than economic liabilities. 
Cities are becoming again “the wealth of na-
tions”. Many have assets which make them 
more – not less – significant in an increas-
ingly globalised world. Some are centres of 
strategic decision-making, exchange and 
communication. Many have concentra-
tions of intellectual resources in universities 
and research institutions, which encourage 
high levels of innovation. Many cities have 
achieved substantial physical regeneration 
especially of their centres, which offer im-
pressive commercial, residential and retail 
facilities. Many have substantial cultural re-
sources, which are increasingly the source 
of economic growth and job creation.

But cities are not only economic assets 
– not merely marketplaces. They have great 
capacity to promote community develop-
ment, social cohesion and civic and cultural 
identity. However, despite this potential, the 
pursuit of economic success has not led to 
the elimination of social problems in many 
different countries with very different insti-
tutional, economic and social arrangements 
and policies. Achieving economic success 
with social justice in sustainable cities re-
mains a challenge to many governments 
and organisations – local, regional, national 
and international.

For all these reasons, across Europe, North 
America and beyond, cities are moving up 
the political agenda and have become the 
focus of many policy initiatives. Much of 
this attention has been generated by con-
cerns about national prosperity in the face 
of growing internationalisation of the world 
economy and competition from the newly 
industrialising countries, particularly in 

labour intensive, mass production manu-
facturing industries. In response to these 
competitive pressures many first world 
economies are developing activities based 
on high levels of knowledge where they still 
have the competitive edge in world mar-
kets. It is increasingly realised, however, 
that such actions do not take place on the 
head of the proverbial pin, but in real places 
– often cities. Initially, the policy focus was 
upon regions. More recently in many dif-
ferent countries it has shifted towards the 
relationships between cities and regions. As 
a result there is a growing recognition that 
the characteristics of cities – and the ways 
policies affect them – are crucial determi-
nants of regional and national economic 
performance. 

2 How are English cities performing?

The changing policy landscape
of English cities

This recognition of the significance of cities 
to the national economy is no greater than 
in the UK in recent years. There has been an 
enormous amount of activity and change 
in urban policy in England during the past 
seven years with a large number of inde-
pendent and government reports assess-
ing the conditions and prospects of English
cities. The government has introduced a 
range of measures designed to:

• recognise that cities are economic driv-
ers not liabilities

• reduce sprawl, suburbanisation and en-
courage central city sustainability

• change the balance of power between 
nation, region, city and neighbourhoods 

• devolve responsibility by giving regional 
and local organisations more control 
over resources in return for good per-
formance

• promote more collaboration between lo-
cal, regional and national partners and 
more strategic, “joined up” governance

• modernise local government by creating 
stronger, visible, civic leadership, and re-
warding achievement
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• improve the quality, value for money of 
local services and their responsiveness to 
communities

• encourage greater citizen engagement in 
decision-making.

The State of the Cities Report

What impact have all these policy changes 
had upon cities and upon social and eco-
nomic conditions in them. Recently the 
UK government carried out State of the 
Cities Report (SOCR) to provide a compre-
hensive assessment of urban conditions 
and drivers of urban change in England. It 
reviews the impact of government policies 
upon cities, explores how they contribute 
to local, regional and national success and 
identifies key policy messages. What does 
it tell us? There is a lot of good news. There 
is much evidence that many English cities 
have improved their economic and social 
performance, are becoming more liveable 
and have developed better government ar-
rangements in recent years. But despite 
these improvements, not all cities or groups 
and areas within them have had the same 
experience. Cities in the south and east are 
still more successful than cities in the north 
and west. Matching the performance of the 
most successful continental cities also re-
mains a challenge for many. Sustaining the 
economic advances of our cities will also 
require the national economic growth of re-
cent years to be continued. The next section 
focuses upon developments in social condi-
tions in English cities.

3 Trends in social cohesion
in English cities 

There has been improvement in social co-
hesion in cities in recent years, partly re-
flecting improved national performance. 
Employment conditions have improved 

considerably in some of the poorest cities. 
Health conditions have improved generally 
and people everywhere are living longer. The 
gap in educational attainment between cit-
ies and the rest of the country has narrowed 
slightly in recent years. The proportion of 
people with degrees has risen everywhere 
in the last decade, especially in prosperous 
cities that already had many graduates. On 
recorded crime, robberies have increased 
slightly, while vehicle crime and burglaries 
have declined slightly.

But despite this progress, cities still face 
challenges of social exclusion and inequal-
ity. The level of deprivation is higher and 
more widespread in cities than in other 
parts of the country. There are higher levels 
of unemployment and worklessness. The 
state of health of the population in cities 
is generally worse. The gap between poor 
and better-off neighbourhoods is bigger 
than elsewhere. Social diversity is greater 
– between people of different races, cul-
tures, religions and social class. Residential 
“sorting” is quite high, based on income, 
wealth, employment status and ethnicity. 
Educational attainment in schools is lower 
than elsewhere. The rate of recorded crime 
is generally higher.

There is also a regional difference. Cities in 
the north and west face bigger challenges 
than those in the south and east. They have 
greater deprivation, worse health conditions 
and more poor neighbourhoods, higher lev-
els of child poverty and lone parenthood, 
higher rates of involuntary worklessness, 
lower employment rates for people with 
disabilities, for the over 50s and for ethnic 
minorities, more people with no qualifica-
tions and fewer people with degrees so as 
more areas with significantly more people 
from minority ethnic groups often overlap-
ping with deprived neighbourhoods.

Figure 1
Level of deprivation

by city type 2004

Source:
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The level of deprivation is higher and more 
widespread in cities than in towns and rural 
areas as Figure 1 shows. But conditions have 
been improving in most cities, especially in 
some of the poorest. 

Cities with high worklessness have low in-
comes, so increasing employment is a key 
to tackling deprivation. Involuntary work-
lessness among households and neighbour-
hoods is higher in cities in the north and 
west than elsewhere. But conditions have 
undoubtedly improved over the last decade 
as Table 1 shows.

There is large variation in the level of edu-
cational attainment between cities and the 
rest of the country. Cities in the north and 
west have more people without qualifica-
tions and fewer people with degrees than 
elsewhere as Figure 2 shows. However, the 
gap has narrowed slightly in recent years. 
The proportion of people with degrees has 
risen everywhere in the last decade.

Table 1
Employment rate by city type, 1994–2003 (in %)

Figure 2
Skills of the working age 
population by city type 
2003

Source:

Figure 3
Male life expectancy
 
Source:

1994 1997 2000 2003

London 68.2 71.3 72.7 71.5
South and east large cities 72.0 75.1 77.5 76.6
South and east small cities 73.7 74.8 78.2 77.2
Metropolitan centres 66.1 68.3 69.8 70.6
North and west large cities 67.1 68.7 70.0 71.6
North and west small cities 70.5 70.7 74.4 74.6
Rest of England 75.2 77.3 78.5 78.5

Source:
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Although patterns of crime are complex, it 
is generally higher in cities. It also tends to 
be higher in larger cities than in smaller cit-
ies and in the north and west than in the 
south and east. However, there are large 
variations between individual cities.

Cities and towns in the south and east have 
better all-round health profiles than the 
north and west. Larger cities tend to have 
worse health than towns and rural areas. 
However, health conditions are generally 
improving and people everywhere are liv-
ing longer as Figure 3 shows.
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Cities are becoming more integrated

The ethnic minority population of England 
rose between 1991-2001 from 3.06 million 
to 4.46 million. All types of cities increased 
their non-white population but London’s 
increase was greatest. In 7 of the 10 city 
types the non-white population grew more 
than the white population. But the pattern 
of distribution of ethnic minority across 
particular cities barely changed during the 
decade (Figure 4).

Residential segregation between white and 
non-white groups is higher in cities in the 
north and west of England than in the south 
and east. Higher segregation is associated 
with lower earnings, higher unemployment, 
and fewer managerial and professional 
class employees at the city level, though 
these relationships are stronger in the south 
and east than in the north and west. Right 
across the country, there is a strong inverse 
relationship between the level of segrega-
tion and the rate of participation in further 
and higher education. Segregation by eth-
nic group has declined during the past dec-
ade. The level of residential segregation fell 
slightly between 1991 and 2001 in 48 out of 
the 56 cities. It increased in only 8 cities be-
tween 1991 and 2001. But this was by very 
small amounts in 6. In only 2 cases was the 
increase significant.

Social cohesion in English cities –
the overall balance sheet

Three important trends emerge. First, all 
56 cities across the country have improved 

their performance in recent years. Second, 
however, cities in the south and east have 
higher rates of cohesion than those in the 
north and west. Third, the large majority 
of cities which were performing well at the 
start of the period, improved their perform-
ance more than those who had been per-
forming less well. There has been progress 
across the country in increasing social co-
hesion. But more needs to be done to close 
the gap.

4 The economic performance of 
cities

The evidence on the economic competitive-
ness and performance shows many cities 
performing well. But it also underlines the 
scale of the economic challenge still faced 
by many others. The 56 cities vary consid-
erably in terms of both income and pro-
ductivity and some lag behind the national 
average. London and smaller cities in the 
south and east perform better than those 
in the north and west. However, changes 
in economic performance in recent years 
show some improvement.

Many English cities have improved, espe-
cially in the most recent years. Cities are 
picking up. Despite that progress, and in 
particular the economic successes of Man-
chester and Leeds, many cities in the north 
and west are not yet catching up with the 
most successful cities in the south and east. 
More needs to be done for that to happen 
and for English cities to catch up with the 

Figure 4
Change in numbers

of all white and non-white 
residents, 1991–2001,

by SOCR type

Source:
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best in Europe. The full report shows that 
English cities perform as well as many con-
tinental cities overall. But in comparison 
with the most successful cities in Europe, 
many English cities lag behind in levels of 
income, productivity, innovation, employ-
ment, workforce qualifications, connectivity 
and accessibility. Also if cities are to stay up 
and maintain the improvements of recent 
years, the success of the national economy 
must be sustained. 

Does economic success lead
to social success?

A key policy question is whether economic 
success in cities leads to social success. Fig-
ure 5 throws light on this by showing the re-
lationship between productivity and low in-
come. The relationship is not simple. Both 
more and less economically successful cit-
ies have low income households. Neverthe-
less, the chances of being income deprived 
are higher in cities where the economy is 
below the English average, than in those 
cities with more successful economies. 
Also our evidence on employment showed 
a strong inverse relationship between em-
ployment and income deprivation, which 
means that cities with more jobs tend to 
have less poverty and social exclusion. The 
search for economic competitiveness does 
not exclude a concern with social cohesion. 
A high value added, knowledge based high 
skill economy can lead to the achievement 
of wider social goals. It is easier to redis-
tribute wealth than poverty. But it does not 
automatically happen. It requires policy in-
tervention. 

5 How have policies affected the
performance of English cities?

The government’s attempt to address mar-
ket failures and improve mainstream serv-
ices in the poorest neighbourhoods has 
begun to narrow the gap between them and 
the rest of England in educational achieve-
ment, employment rates and teenage preg-
nancy. Particular urban groups such as 
young children, the unemployed and the 
most vulnerable have benefited from more 
joined up, crosscutting strategies and initia-
tives. There have been significant improve-
ments in many urban areas in terms of 
the quality of the worst social and private 
rented housing, incidence of burglary and 
vehicular crime. 

Figure 5
GVA per capita 2002 and low income households 2001
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However, some aspects of educational and 
housing policy have worked in the opposite 
direction. Prospects for personal enhance-
ment amongst the least qualified and the 
most disadvantaged have not yet improved 
in relation to national norms. The inci-
dence of robbery and certain categories of 
violent crime and poor health remains high 
in more deprived urban areas. There are 
early signs that the government’s recent fo-
cus on “liveability” is beginning to reverse 
the long-term deterioration in the quality of 
urban public spaces. Area-based interven-
tions have generally become increasingly 
sophisticated in scope and more effective. 
However, they face powerful wider forces 
such as economic restructuring, growth in 
income inequality and divergent regional 
prospects. Further progress will hinge upon 
the degree to which neighbourhood inter-
ventions fit with policies to stimulate urban 
and regional economies and improve urban 
quality of life. 

How can policy help cities become more 
socially cohesive? 

• Address the causes as well as the conse-
quences of exclusion

The most successful places have addressed 
the fundamental drivers as well as the more 
immediate features of social cohesion. They 
have consistently sought to improve the 
underlying material circumstances of ur-
ban communities and to enhance the less 
tangible aspects of human relationships 
and identities. Sustained policies to expand 
employment opportunities and help peo-
ple to access jobs have proved crucial to lift 
households and communities out of pover-
ty. Cities that have neglected their physical 
infrastructure and the supply of employ-
ment land have paid the price and become 
less competitive business locations. Simi-
larly, cities that have struggled to improve 
their education, housing and transport sys-
tems have also fallen behind average living 
standards.

• Act across the wider territory

There is growing recognition among lo-
cal authorities and their strategic partners 
that a more outward-looking, expansive, 
economically oriented perspective is im-
portant. Concentrations of poverty are of-
ten localised symptoms of more general-
ised citywide economic problems. Here it 

is difficult to provide lasting solutions un-
less there are more opportunities available 
that enable general progression. Since local 
powers and resources tend to be geared to 
welfare services broadly defined, the main 
challenge for government is to ensure that 
city authorities have the incentives and re-
sources to sustain their efforts to make their 
cities more productive and increase pros-
perity.

• Link opportunities, need and places

There are three broad kinds of urban poli-
cies. The first target need. The second seek 
to expand opportunities. The third try to 
link opportunities and needs, by improv-
ing the accessibility of unemployed people 
to jobs or tackling institutional barriers to 
economic and social inclusion. The balance 
between these will differ across different cit-
ies depending on local circumstances and 
levels of prosperity. In most cities there is 
considerable experience of neighbourhood 
programmes. In these places the main chal-
lenge for government is to provide the ad-
ditional resources required on a sustained 
basis and to bend mainstream programmes 
to cities.

It is important to avoid the “needs” and 
“opportunities” policies being pursued in-
dependently of each other. Separate organi-
sations are typically responsible for these 
two areas, creating the risk of inconsistency 
or even contradiction between them. Gov-
ernment needs to raise awareness of the 
importance of linking opportunities and 
needs more deliberately, and to help devise 
institutional arrangements and practical 
ways of reducing the barriers that prevent 
this from happening 

A simple illustration of the imperative to 
link needs and opportunities stems from 
the fact that the UK employment rate for 
non-whites is only 59% compared with 76% 
for whites. Ethnic minorities live dispropor-
tionately in cities and currently make up 
about 8% of the UK population. But they 
will account for half of the growth in peo-
ple of working age over the next decade. 
So it is important for both economic and 
social reasons that employment, training, 
anti-discrimination and other equal oppor-
tunities policies are brought together and 
focused more strongly on cities than they 
have been in the past.
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• Competitiveness, cohesion and liveabili-
ty all matter

Different governments in different periods 
have paid more or less attention to the eco-
nomic, social or environmental challenges 
facing cities. But they should be connected. 
A policy for cities cannot simply be about 
either buildings, or deprived neighbour-
hoods, or wealth creation. A successful pol-
icy needs to address all three elements – as 
well as the best way of delivering policies at 
urban level.

• But focus on competitiveness

Although all three legs of the stool are im-
portant, the competitiveness of cities has 
been a neglected focus and should be 
strengthened. The creation of economic 
opportunities, wealth and jobs in our cities 
in principle would improve the prospects 
of achieving socially cohesive and envi-
ronmentally sustainable cities. There are a 
variety of possible relationships between 
competitiveness and cohesion. There are 
economically successful places with large 
social problems. But the strong inverse 
relationship we showed between employ-
ment and income deprivation means that 
cities with more jobs tend to have less pov-
erty and social exclusion. The connection is 
not automatic, but having a buoyant labour 
market clearly helps to promote social co-
hesion. European evidence also shows that 
the cities with the most buoyant economies 
often have the lowest unemployment rates. 
The search for economic competitiveness 
does not exclude a concern with social 
cohesion. A high value added, knowledge 
based high skill economy can lead to the 
achievement of wider social goals. Policy 
has increasingly focused upon the roots 
of competitiveness. That focus should be 
strengthened. And linkages between insti-
tutions which deliver the different elements 
of the competitiveness agenda need to be 
strengthened.

What key policy messages for the UK?

• The UK must sustain and expand the 
successful economic recovery of its 
cities

The first key message is that many English 
cities have been continuously economically 
successful during recent decades. Many 
others that have endured serious economic 
problems have begun a process of restruc-

turing and are finding new niches. It is im-
portant not to underestimate the achieve-
ments that have been made, as well as to 
recognise the scale of challenges which 
remain. In 2006, English cities look and are 
different from the 1980s when many larger 
ones rapidly lost tens of thousands of man-
ufacturing jobs and almost their whole eco-
nomic rationale. Since then such cities have 
dramatically improved their performance. 
The process of urban renaissance, especial-
ly in city centres, is well entrenched. Many 
cities in the north and west have begun to 
expand and attract the economic sectors 
and are developing the qualities and assets 
which underpin successful urban econo-
mies - innovation, economic diversity, a 
skilled labour force, communications, qual-
ity of life and leadership capacity.

The urban renaissance must be sustained 
and widened. The economic success of cit-
ies must be spread more widely, within the 
cities themselves and also across the coun-
try. There are still great social and economic 
differences within English cities, whether or 
not they are successful economically. And 
the process of economic recovery is uneven 
across England. Many English cities have 
improved, especially in the most recent 
years. But many in the north and west are 
not yet catching up with London and the 
most successful cities in the south and east. 
They typically have economies based more 
upon high value added, knowledge-based 
industries and are often better connected 
to the global economy.

• The UK should learn from successful 
cities abroad

There is real evidence than many English 
cities are picking up in terms of their recent 
economic performance. But many, with the 
notable exception of the global player of 
London, are not performing as well as their 
competitors in Europe and beyond. Here 
the national policy framework matters a 
great deal. The broad trend in continental 
Europe is to decentralise decision-making 
and place powers at the lowest level. Where 
cities have been given more freedom and 
resources there is evidence they have re-
sponded by being more proactive, entre-
preneurial and successful. Decentralisation 
in France has invigorated provincial cities 
during the past 20 years. The most suc-
cessful cities in Europe in that period have 
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been German, which is the most decentral-
ised country in Europe. The renaissance 
of Barcelona in part stems from regionali-
sation and the reduced grip of the capital 
city, Madrid. In addition some European 
governments have been moving towards 
more long-term contractual relationships 
between national and local government. We 
can learn lessons from this experience. 

• The UK should trust and encourage 
cities and local leadership

Local leadership is important. Many of the 
advances of recent years have been a conse-
quence of the sustained national economic 
recovery, which has provided a more sup-
portive environment in which cities have 
flourished. But the advances are also the 
result of engaged local leaders, both public 
and private, exploiting favourable national 
economic performance. There is much evi-
dence in the report that entrepreneurial, 
local leadership is crucial in helping to find 
new economic futures for cities, their busi-
nesses and residents. 

• Cities matter – support them

The really key message of this report is that 
England’s cities are now better placed than 
at any time since the end of the nineteenth 
century to become motors of national 
advance. The combination of sustained 
macro-economic growth, rising public in-
vestment in education, policing, health 
and transport, partnership with the private 
sector, growing higher education and a dy-
namic social and cultural scene is uniquely 
positive. The years of decline and decay 
have been overcome. There is now an op-
portunity to create centres of economic and 
social progress that will shape the country 
for a generation. There are big challenges 
ahead. Only the right policy decisions will 
deliver that positive future. But the oppor-
tunity is clear, present and exciting.


