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Chapter 1 

INTRODUCTICY



My purpose in writing this report is to explore an idea for social 

policy in our towns and cities. ‘The idea is that a relatively new and 

unused instrument of social policy, which IT call “local economic planning", 

could be used more widely to tackle some of our current and pressing 

urban problems. In this introduction I first deseribe, with some auto- 

biographical detail, how the idea came to me. Ten is explained why I 

think the idea is useful and deserves exploring further, for it is still 

poorly developed, as we describe. Some important implications of the 

idea are then described, implications which affect our approach to the 

process of urban planning. Next we describe briefly the theory of 

planning which provides a framework for the exploration. ‘hat is followed 

by a description and explanation of the structure of this report - that 

is, the route which the exploration follows - and then by an extended 

synopsis of the contents. Finally, in order to define the scope of this 

study, we describe some avenues which are not explored, and why we have 

not gone up them, 

 



The growth of the idea 

My undergraduate depree is in economics, and I went straight from 

University into a town planning consultency. There I was employed as 

an economist, a specialist contributing to the production of town and 

regional plans. later, I became a full-time lecturer, for the first 

six years teaching students on professional town and country planning 

courses, but still teaching as an economic specialist. 

Those experiences taught me a lot about town and country planning in 

general and about the economist's contribution to that type of planning 

in particular. They taught me also that any type of planning must work 

within the powers available to it, and that town and comtry planning 

works primarily through powers over the use made of lend and buildings. 

That limits, inevitably, what can be achieved by town planning. 

My undergraduate course instilled in me some knowledge and more inter- 

est in national economic planning and macro-economic policy. The fas- 

cination with cities that had led me into town planning deepened into 

a concern for social problems in cities. And the growth of corporate 

planning in local government during the late 1960's made me recognise 

that a particular problem can be tackled in a number of different ways, 

and that town and country planning is only one way of trying to allev- 

date social problems in cities. Those strands I woye into an idea as 

follows. 

Tow planning is intrinsically limited in its attack on social problems 

by the ‘nature of its powers: it is, essentially, physical planning and 

there must be no presumption that physical plenning powers can be used



to achieve everything. It occurred to me that some of the theories and 

tools of national economic plenning might be adapted for application 

to cities, as an alternative way of tackling the very great social 

problems there. 

  

That is the idea of "local economi Plenning" which I develop and 

exemine in this report.



The value of the idea 

4s I explored further the idea of local economic planning I found it 

to be valuable in two ways. ‘Theoretically, it was a useful "synthes- 

ising concept": it sugsested new ways of looking at and bringing 

together existing ideas about urban problems and actions to elleviate 

them. Fractically, it suggested new actions, new ways to tackle urban 

problems: the ides suggested new ways of using existing powers, and i 

  suggested certain new powers that would te useful. 

G) 

useful be 

  

   tion on the novers which governments 

(central and local) can wield in order to improve con2zitions in cities. 

Without powers, the planners 

  

ere helpless and useless: they heve no 

way of putting their proposals into action. Too often, planning 

theorists have written ebout what plarnérs should try to achieve and 

why, and about the general pronosals for reeching those 

  

oals, without 

asking the basic practitioners' question: how can those proposals be 

implemented? The importance of that question is expressed in two 

quotations. 

"In these War Years we had learned by the hard way of experience some 

of the essentials of plenning: 

- that if you want to plan something you must create all the essential 

instruments for planning it 

- that it was no use creating a list of objectives and just hoping that 

somehow they would come about." 

(Robinson, 1967, p+12)



" .. few (physical) plans have matched or seriously considered the 

diversity and complexity of the issues with which they are dealing «+. 

a common defence of (physical) plans is that they must be confined with- 

in the range of current powers. tut, as Westergaard points out in his 

comments on the Greater London Development Plan, 'If such powers are 

inadequate, it is an essential function of plmmning to say so; to set 

out the alternatives; and thus, to demonstrate the Roncesuences if new 

powers are not made available.'," (Simmie, 1971) 

By concentrating Pa the powers for planning we are led, first, toa 

new way of classifying types of planning - not only by the goals of the 

plans, nor by the planning organisation, but by the powers by which the 

proposals are implemented (see Needham, 1971,b). Economic planing, by 

our definition, is a variety clas 

  

fied by the measures it uses: and 

local economic planning applies economic measures to specific small areas. 

Chapter 2 defines local economic planning more precisely. 

Second, a concentration on powers leads us to an appraisal of the effects 

of applying different types of powers. ‘The appraisal is in two parts: 

in theory, we predict that a certain type of power will have a certain 

type of effect; in practice, we ask what have been the effects of 

applying that type of power, ‘Such an appraisal is made in chapters 3, 

4 and 5. With that appraisal we can examine critically the choices of 

types of planning (specified by the types of powers used) which have 

been applied in order to tackle certain tynes of problems. 

(The concentration on powers has a third effect - on the way in which 

we approach the process of urban planning. ‘his is discussed in a later 

section of this chapter.)



As a synthesising concept, then, the idea of local economic plenning 

helps us to understand better both what has been suggested and what has    

been done to reduce urban problems. 

(ii) Such a theoretical look at urban planning is very interesting 

academically. But if, like me, you are concemed not just to study 

urban problems but also to reduce them, you can find important practical 

implications in that theoretical investigation. 

  

The practical imelications are contained in both parts of heoret- 

ical investigation described above. First, by classifying plenning 

according to the powers used, we can write down systematically a set of 

powers that would all be clessified as powers for "local economic 

planning". Doing thet leads us to ask+ how many of the local economic 

powers thus listed are currently available? (see appendix A to chepter 3) 

and; what other local economic nowers on the list might be useful if 

they were available to planners? (see appendix B to chapter 5 yy 

Second, by appraising the effects of applying different types of 

planning, we can deduce which types of planning are likely to te most 

effective in tackling certain types of problems. If we find thet some 

urban problems are being tackled by (e.g) physicel plenning when 

economic planning would probably be more effective (see chapters 3 and 4), 

the practical implication is clear: anply locel economic plenni:    

instead, or as well! The study of which local economic vowers are 

currently available (see above) will show whether it would be possible, 

legally, to apply local economic plenning for such purposes. If the 

necessary powers are not available, then we ask: should new powers for 

local economic planning be created in order to tackle those urban



problems? (see chapter 8). And we might be led to sucsest certain new 

  

   local economic powers (see chenter 12s



The stete of development of the idee 

In those ways, the idea of local economic planning was found to be help- 

ful, in that it suggested new and fruitful ways of looking at the theory 

and practice of urben planning. And what did we find when we looked 

from that new viewpoint? 

(i) If we look at the writines about urban planning, we find that 

economic planning, as a distinct variety of has been 

  

   barely recognised. Suit we find a groy 

of some more common varieties of vlerning (see charter 4) end a recos= 

  

nition of the need to review our nlen: powers: 

  

in the 1970's, a reappraisal of the long accented weapons in 

of legislation", says Eversley (1973, p.21). 

  

eover, we find an 

increasing number of suggestions for new ways of tackling urban problems, 

new ways which are examples of local economic planning (see appendix ¢ 

  

to chapter 2). However, those new suggestions have not been seen as 

examples of local economic planning. 

So we find some dissatisfaction with existing forms of urban planning, 

we find some new local economic measures being suggested, but we find 

very little explicit discussion of the nature, uses, and limitations 

of local economic plenning (an important exception is Andrews 1963a, 

1963b, 1964). In other words, we find thet the idea of local economic 

planning has been but poorly developed. It is the aim of this revort 

to develop the idea further, and to provide a framework wherein others 

may develop it even better.
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(ii) If we look at the nractice of urban plannins, from the viewpoint 

  

of our idea of local economic planning, the scene is si arly blurred. 

We find several types of planning action which are examples of local 

economic planning; that is, we find economic measures applied locally 

(see appendix B to chapter 2). Eut we do not find that the plenners 

  

have recognised the various actions as being in any way releted. 

That lack of recognition has had two consequences. First, because the 

   few local economic measures which not been seen 

  

range of     les of a tyne of plannin. 

economic measures, the full scope of actions within local economic >len- 

  

ning has not been explored. 

been more examples of that of planning. (The scope of actions with- 

  

in local economic planning is explored in apvendices A and B to chenter 30% 

  

Second, because the few locel economic measures which have been appl 

have not been seen as being related, the relationshiv has not been 

explored. An important pert of that relationship is that all economic 

measures should be based on economic theory, the theory which enables 

us to vredict the consecuences of deliberately changing economic var- 

iables. (That is the main theory which is used in local economic plann- 

ing: we study it in chapter 6.) If that relationship had been explored, 

the common theoretical basis of the economic measures would have been 

seen, and connections between theory and vractice could have been forged. 

The theory could have been used to suggest better practice, and the pract- 

ice could have been used to test and improve the theory (see also 

chapter 6). 

In other words, we find that the practice of local economic planning 

has been but poorly develoned.



at 

It is the aim of this report to develop the idea of local economic 

Planning, rather than to recommend that its practice should be extended. 

Nevertheless, I have become convinced in the course of this work that 

local economic planning should be practised more widely in the attempt 

to reduce urban problems; thet appropriately anplied, it could comple- 

ment or even replace some of the other types of local planning currently 

being used for that purpose; and that it could, in the eanpropriate con- 

  

ditions, be more effective or dent than some of those other tynes 

  

of local planning. But that is not my argument here. I state 

  

my conviction in order to explain my motivation for 

  

ting this report. 

The aim of this revort is to develon the idea of locsl economic plenni: 

  

   so that others can decide whether it should be used more widely and, if 

so, how its use might be extended.



ry
 

w 

How the idea affects the vrocess of urban pleming 

The idea of local economic planning focusses on the po     

ments can use in order to improve urban conditions, with e particuler 

focus on local economic powers. That focus illuminates certain aspects 

rlier   

of urban planning in such a wey that we see them in a new light. & 

  

we described two such aspects - clessifying types of planning, and     
appraising the effects of nlemning powers - which influen that 

we think about urban plenning. Mow we describe four m 

identifying powers, identifying problems, evalua 

  

   itoring vroblems and nol 

the process of urban planning. So, if the use of local 

were extended, the focus on local economic powers would influence our 

   whole approach to urban vlan 

  

fs in those four ways, as 

describe. 

i) Identifying vowers 

Our interest is ir   plannin. 

  

which is implemented by the use of economic 

powers - by chenging economic variables. Economic varicbles 2re defined 

and clessified in chapter 2, but it can be seen already that the def- 

inition is not exclusive. In particular, some powers can be recarded as 

both powers over physical variables and powers over economic variables. 

For example, land can be regarded as vart of the physical environment 

and as one of the inputs to the economic vrocess of buildi 

  

gs, factories 

can be regarded as part of the urban fabric and as one of the innuts to 3 

the production process. 

We are accustomed to thinking of control over land and factories as a 

physical planning power: our focus on local economic plamnins turns our 

minds to thinking of that control as an economic planning power. Both
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thoughts are correct, so we can choose the one which is most helpful in 

the circumstances. It is unusual to think of control over land as an 

economic power; but we shall find that umusual thought to be often help- 

ful. Examples are in appendix A to chanter 3 when we list systematically 

the local economic powers that are available, and in chapter 10 when we 

investigate the powers available to influence employment locally and how 

they nave been used in Birmingham. Chanter 2 carries forward the dis= 

cussion of identifying and classifying powers. 

ii) Identifying problems 

Formlating problems is an art: a problem can be stated incorrectly, but 

there is no one way of stating it correctly. The art of formating 

problems, then, is to express them in such a way that they suggest new 

x 
solutions. 

The idea of local economic planning is an idea for a new set of solutions. 

To have available new tools suggests new ways of tackling old problems. 

More specifically, the idea of using local economic powers for tackling 

urban problems surgests that we look afresh at those problems to, see if 

they would. be amenable to economic measures. Such a fresh look is . 

appropriately made from the viewpoint of economics. In particular, we 

find that many problems which are usually analysed in physical terms 

(such as housing problems) ean also be analysed in economic terms.** 

Whether that alternative (economic) way of formulating the problem is 

  

* Formulating problems fruitful ly is part of the "art of the soluble" 
which Medawar (1967) calls research. Also, in a practical context, forme 
ulatings problems in ways that sugzest new practical solutions requires 
adequate theory. That is one of the requirements which the practice of 
local economic planning makes on theory. Whether current. theory is ade- 
quate is discussed in chapter 6, 
*% the interaction betw the formulation of problems and the analysis 
of the subject area to which the problems refer is discussed in "Working 
Party on Mnvironmental Ind (1976). 
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better can be judged only in terms of the solutions it suggests: are new 

sets of solutions thrown up? are they practicable? how successful have 

been those which have been implemented? 

So the idea of local economic vlenning suggests new ways of formulating 

urban problems. Those new formulations should not contradict the older 

formulations (which are often in physica] terms): the old and the new 

  

formulations should be complementary, alternetive 

what are, basically, the same problems. 

It might be doubted that it is ever possible to discover the basic 

ay 
problems, which can then be expressed in different ways. However, 

  

appendix 4 to chapter 1 argues for a method of formlatine a problem in 

a way that can be taken to be its most basic form: the method is to state   

the problem in terms of the unaccepteble experiences of the people suffer- 

ing it. The idea of local economic planning suggests that we then 

analyse that problem (that is, we try to explain it) in economic terns. 

Chapter 9 illustrates that way of formulating problems: we state some 

problems in Lambeth first in personal terms, then we try to explein them 

by economic analysis. Chapter 9 continues by showing how that is a 

helpful way of formulet 

  

a pertioular set of local problems. 

iii) Evaluating planning 

The idea of local economic planning by suggesting new ways of formulating 

old proble: 

  

S, suggests also new ways of evaluating the actions taken to 

alleviate those problems. For local vroblems which micht have been 

expressed in physical terms may now be expressed in economic terms, in 

terms (gor example) of income distribution, of the efficient use of 

  

= 
resources, of economic growth. For the evaluation of actions ta’ 

  

Dor exemple, in Britain's industriel location policy (an example of local 
economic nlanninz, see chapter 5) there is the debate about "trad off  
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such variables there is a branch of economic t     ory, vis! welfare 

economics. 

Welfare economics is already used a little in evalueting local vhysical 

planning, in the technicue of cost-benefit analysis. Local economic 

planning would probably demand more of welfare economics. 

iv) Monitoring urban problems and policies 

a, D s Py There is a further consequence of the i ° 

   consequence which arises from economic waysof formulati 

suggested by that idea. For if problems are to be exnressed differently, 

  

o they must ve measured differently. So, just as the physical condi 

cities is monitored because of the needs of local 

  

ysical planning, the 

economic condition of cities would have to be monitored for local econ- 

omic vlanning. 

The novelty of the idea of local economic planning is reflected in the 

paucity of data about local economic conditions, especially in corpar- 

ison with the ready availability of so much data about local physical 

conditions. Our tuo case studies illustrate that. In the Lembeth study, 

we analysed problems in economic terms: but could do that only by carry- 

ing out our ow special surveys (chapter 9). In the Birmingham study of 

employment (parts of which are reported in chepter 10) we found a serious 

lack of data about local employment conditions (sources of dats were 

described in the final report - Needham 1977b - of that study). 

In those four ways - identifying powers, identifying problems, evaluatine 

planning, and monitoring urban problems and policies - the idea of local 

economic planning affects our arproech to the process of urban plannine.
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The theoretical framework for the study 

Sheories provide explanations, so a theory of local economic plenning 

  

would provide an explanation of that activity. However, we have just 

‘ seen that there is no systematic, coherent, or formalised set of act- 

ivities which could be called local 

  

nothing for a theory to explai: 

  

    op a theory of local economic planning. 

    theless, we need some theoretical fremework 

   

   

  

have nsed parts of 

   
    regard locel ecencmic p 

variety of the more genersl activity 

   can use a general theory of planning as the context for our study of 

local economic plannin £ To do that requires that we agree that there   

  

is a generic activity of planning, and further that there is a usefi 

and pleusible theory of it. Those two points need some discussion. 

Bolen (1974) has no doubt that there is a generic activity of planning, 

which is what goes on "when men plan,whether they are planning cities, 

wars, or industrial empires". In more detail, planning is "that 

confluence of human purposes and interest, and that array of activities 

  

f 
We make the now familiar distinction between theories of plenning 
(or procedural theories) and theories in plenning (or substantive 
theories) - see Faludi, 1973. In this section of chapter 1 we are 
discussing theories of planning. Theories in planning, specifically 
theories in local economic planning, are the subject of chapter 6. 
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employing social, economic, and physical resources which alter humen 

affairs, relationships, institutions, and artifacts in accordance with 

some mutually agreed to, desired, and purposeful goal". A theory of 

that activity would be "the underlying construct in a general theory of 

social action". We are not so demending: we do not need to postulate a 

generic activity including both public and private plennin 

  

concerned with a theory of public planning only, planning by zovernments 

and hence imolemented by publie vowers, for our subject ic local economic 

planning carried out publicly. 

Ey offering a ¢ » Faludi (1973) convinces 

  

is the outlines of his 

  

us that there is such a. gene 

theory of thet activity which we adopt for this study. His theory he 

presents as a "pattern model of explanation", one which "refers to an 

account which makes sense of an observed event by presenting it as part 

of a larger whole" (p.22). For our purposes, we want to make sense of 

local economic planning by presenting it as part of general public 

plenning. Faludi offers the following general account of public plennins. 

Planning cen be understood as rational action undertaken by planning 

agencies, by analogy with the human mind engaged in operational (purros- 

ive) thinking (Paludi, 1973, chapters 3 and 4: for a further discussion 

on rational action by planning agencies, see Needham, 1977a, chanter 11 ). 

So we can “identify three phases in the operations of a plenning agency: 

the definitions of the problems to be solved; the formulation of a 

rational progremme; implementation of that programme and feedback" (p.82).
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That, in barest outline, is Faludi's theory: and that is all of it 

that we need for the moment, for it offers us the following concepts 

  

to use as a framework for our study: 

  

plan 

    

- undertaking rational action 

- in order to solve problems (or to pursue ends 

- by formulating a programme (or choosing means) 
  

- and implementing that programme (by using powers) 
  

There are two important points to ve made about the 

  

we proceed , both points about the reletions’ between the ends and 

  

the means. 

  

i) The first point is about the terms we shall use. re “ends/means" 

terminology is taken from Benfield (1959) and used as follows. That 

which the plan is designed to achieve is the end. Sometimes the same 

thing is called a "goal" or an "objective". Where the plan is designed 

to remove an unsatisfactory state, that state is called a problem end 

the object of the plen ig to solve or to alleviate the problem. ( 

  

fruitful way of formulating problems is recommended in appendix A to 

chapter 1. It is the method which we assume in our discussion in 

Section I and which we use in the two case studies of section III.) 

In order to achieve the end, the plan makes certain proposals for 

action? they are the means or the measures. The proposals are to 

change something directly (e.g. a land-use) by applying powers (in that 

case, the laws that enable land to be zoned for specified uses): the 

powers are tools or instruments. If the purpose of the plan is to 

alleviate a problem, the means may be called a solution.
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The proposals are to use powers to change directly a variable such es 

land-use zoning. That effect might in tum cause a change in another 

veriable, possibly several more variables, before the end is achieved. 

That is, there might be a long cause-and-effect chain between the means 

and the end. It is helpful to talk about that using the terminology 

of Lipsey (1966). 

Powers 

Instrumental veriebles 

  

any number of 
intermediate veriables 

between these variables 

R
R
 

policy variable 

policy soal 

Let us see how the terminology might be applied to a common means-e: 

  

chain in tow planning. Suppose the aim is to reduce unemployment in 

a town by designating land for industry. 

POWERS zone for industrial use MEANS 

flat well-drained land on outskirts of town 

INSTRUMENTAL the supply of attractive industrial lend 

VARIABLE is increased 

INTERMEDIATE firms move to the town who would not have 

VARIABLE done so otherwise 

POLICY demand for labour is higher than it would 

VARIABLE have been otherwise 

POLICY GOAL unemployment is reduced END 

(ii) The second point is about the types of ends which can te pursued 

by different types of means.
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It is useful to distinguish at least three types of means which can 

be used in planning - economic, physical, end social (see chapter 2). 

Economic means are when the powers are used to change directly economic 

variables, such as the price end supply of money, investment grants, 

road pricing. Physical means are when the variables controlled direetly 

are such as lend use, new construction, design of buildings. (Hence, 

the exemple above is of physical meens, since the instrumental variable 

is the supply of land. It is true that + 

  

nand for labour is 

  

another veriable which is influenced end that that is an economic 

variable: but that is effected indirectly 

  

the variables which are affected directly.) Social means vould include 

cases when the instrumental variables are welfare and educational 

measures. 

It is possible to make a similar classification of the ends which 

Plans try to achieve, although such a classification is often less 

helpful than the classification of means. So economic ends would be 

such as increasing the rate of economic growth, reducing inflation; 

physical ends would be such as reducing traffic congestion, a more 

beautiful city, less pollution; social ends might include not endanger- 

ing a local community spirit, allowing easy social mobility. 

The difficulties with that classification of ends are obvicus, Is 

reduced unemployment an economic or a social end? Why do we want a 

more beautiful city if it is not ultimately for greater social satis- 

faction? Finally, all ends can be expressed in personal terms which 

by-pass the classification (see appendix A chapter 1s The reason for 

introducing the classification of ends is to make the following point 

- that planners should feel free to use any type of means to pursue 

any type of end. In other words, it is not necessary to restrict
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physical means to tackling physical ends, economic meane to economic 

ends, etc. (Needhen, 1971b). The point can be illustrated: 

  

means ends 

economic economic 

physical YY physical 

social social 

The point is important for the argument of this thesis, which recommends 

  

planning by economic means as a way of pursuing a range of ends. ( ing 

point is developed in chapters 3 and 4.) 

Pinally, heving been explicit about the words "ends" end "means" in 

planning, let us do the same for the vexe a 

  

ing" itself. 

Whenever we want to refer to the process of proposing meens to achieve 

ends, or solutions to problems, and where the proposals consider more 

than the immediate future (let us sey the time horizon is 9 year or 

more), then we shall vse the word "plenning". This is a very general 

use of the word, but adequate for our purposes. 

Such is the general theory of planning which we adopt and adapt end 

from which we take the theoretical framework for our study. We need 

such a framework for each of the three tasks which Paludi (1973, 

  

» a = chapter 1) ident: eing the ways in which planning theory cen 

help: 

- we went to understand planning, its agencies and procedures. 

  

re 

we went to understand better local economic planning, its nature, 

uses, and limitations (chapters 2,545). 

- we want to la 

  

re different forms of planning and transfer experiences 

from one to the other. Here we want to compare locel economic plann- 

ing with, in particular, local physical planning. The latter is



better understood and more widely vractised, so we want to transfer 

experiences from it to the former (chanters 2, Fy SS) 

  

- we want to de > agencies and their precedures. Here we 

  

planni: 

    

to suggest how local econemic plenning would be best practised, if i 

were decided to anply it more widely (chapters 7s 8s 12)% 

Those are the tasks for which we need a theoretical fre 

  

serviceable framework has now been described. low we go on to use it as 

   the foundation on which the whole of our forthcomi: 3
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The structure of the revort 

The report is written in four sections, sandwiched between tt 

  

uction and a concluding chapter. 

Section I 

Section II 

develops the idea of local economic plenning by defining it 

carefully (chapter 2); exploring its possible uses (chapter 

3); and asking whether more applications are needed when there 

  

    are other varieties of local nle 

  

S, better developed and 

already in use (chapter 4). Also, thi 

  

investigating what theory predicts will be its limits and by 

a case study of the limits e 

  

erienced by one of the better 

developed examples of such planning, namely - "s inter- 

  

regional location of industry policy. 

The general reconnaissance of the idea of local economic 

planning made in section I reveals some areas which need 

ploring more carefully. If local economic planning were to 

  

be applied more widely, many issves would have to be resolved 

first, and section II raises three of the more important. (One 

  

issue is the theory used in local economic nlenninz, in part- 

icular the economic theory: what anplicetions of such planning 

present 

6). 

    

state, and 

  

what applications could not? 

4nother issue is about plenning agencies: through what 

governmental organisations would locel economic planning 

best be practised? (chepter ?). And a third issue is 

e about powers: if local economic plannins were to be
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practised more widely, would that need extra legal planning 

powers, and if so how should (chapter 8). 

  

Q c+
 

° 2 ct S @ 4a a © 3 ¢ There are many other issues arising 

local economic planning, end in this report ve have tried (ie)
 

to discover arid discuss 211 the important ones - for example, 

integration with other types of (chapters 4 

  

a 3 2s
 

ae
 ), finence for extra local economic planning (chapter 

      

the political acceptability 

12). But we have not given 

treatment accorded to theory, organisation, and powers, 

because those + issues provide more fruitful discussions 

  

about local economic planning at this stage of development 

of the idea. 

  

t would be extremely useful to mples of local 

economic planning actually implemented end to subject those 

exemples to searching and critical empirical tests, in 

some case studies. In that way we could test some of the 

theoretical statements made in sections I and II. For 

exemple, we could test statements about the possible uses 

of local economic planning (charters 3 end 5), statements 

derived from the economic theory predicting the results of 

deliberately chenging economic variables (chapter 6). We 

could test statements about the relative efficiency of 

economic and physical planning for achieving a certain goal 

(chapter 4). We could test statements about the best 

orgenisation of local economic planning (chapter We about 

possible conflicts between it and national economic planning



(chenter 2), about how local government is constrained legally 

from practising more economic planmninc (chepter 8). 

Unfortunately, moet of those empirical tests cannot yet be 

made. The reason is that there are so few exammles of local 

economic planning implemented, that even fewer have been monit~ 

ored carefully, and that some of the examples are so recent that 

there are no results yet to monitor. 

There are two important excentions to that stetement. One 

excertion is Britain's regional industrial location policy, 

most of it implemented by economic powers applied locally 

Gre, sub-nationally - see chapter 2). That policy has been 

operated since the 1930's (and has cost huge sums)? but its 

monitoring has been strangely neglected. The few empirical 

studies that have been made of the success of thet example of 

local economic plenning are reported in chanter 5 where they 

are used to test statements about the limitations of local 

economic planning. The other exception is empirical testing 

of some of the economic theories that could be used in local 

economic planning: some of those emnirical tests ‘are revorted 

in chapter 6, when we evaluate the state of those theories. 

Nevertheless, the general statement remains ~ thet most of the 

theoretical statements about local economic nlanning made in 

sections I and II cannot be subjected to searching empirical 

tests. That leaves an undesirable gap in our study, abstract 

statements unsupported by concrete examples. We fill that gap 

partially with two case studies which do not test the theoret- 
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ical statements, but which illustrate them with empirical de- 

tail. ‘The first case study (charter 9) is of the Inner Area 

Study in Lambeth, end we use it to illustrate that many urban 

problems can be analysed in economic terms (chapter oe that 

many urban problems are not amenable to physical vlenning sol- 

utions (chapter 4), and that analysing urban problems in 

a economic terms is fruitful in that it suggests new solutions, 

economic as well as physical (chanter 3), ‘The second case 

study (chapter 10) is of develooment work done for the 

Birmingham Comprehensive Community Project. It takes 2 set of 

  

problems (employment problens) to tackle which locsl economic 

powers are better developed than for any other set of local 

problems. We use that case study to illustrate some of the 

theoretical statements about the use of local economic powers: 

that such powers are available (appendix 4A to chanter Sie that 

the practice of local economic planning is poorly develoved 

(chapter 2, and thet conflicts between central end local govern- 

ment arise in the application cf local economic novers (charters 

5 and 7). 

tekes stock of the current state of the idea of local economic 

planning. We started with that idea, which we had found to be 

valuable but poorly developed, and we explored it in sections, 

I, II, and III. In so doing, we develoved the idea 

further and found it useful both for understandings urban prob= 

lems and planning and for suggesting better urban planning. 

Chanter 11 sumarises our exploration by describing guidelines 

for the practice of local economic planning, guidelines suge= 

ested by the current stete of development of the idea. In
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chapter 12 we illustrete the practical implications of that 

  the   

summary by deseribin= four new local economic nowers which 

idea of local economic planning in its present state could 

support. 

The report ends with a chapter (chepter 13) which shifts the focus from 

powers to problems and policies, by giving examples of the new sets of 

policies that would be possible if new powers for local economic planni: 

    

then tai 

  

were created, the new nolicies by which nlenners eould 

cities! problems of jobs, end transport.    
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= described the contents of the four sections into which this report 

is divided, we shall now summarise the report more fully by describing th 

  

contents of the chapters into which the sections are divided. 

SECTICGN I Local economic planning 

Chapter 2 The idea of local economic planning 

The purpose of this short chapter is to define and describe     

what we meen by local economic plannin 

  

» so that its n 

  

understood clearly throughout the rest of the report. 

introduce the idea of classifying tynes of nlanning by the vowers 

used, and we show how that classification can be anvlied to the 

    

familiar tow and country planning. Then we d e economic 

  

planning as that tyne which uses economic powers, and we show 

thet the familiar national economic planning conforms with that 

definition. An economic vower is defined as a power directly 

to influence an economic variable, and we list the economic 

variables which could be influenced, using a classification 

which is employed elsewhere in the report. In doing so, we 

find that meny vowers can be classified as either economic or 

physical and that we can choose the classification according to 

the circumstances. 

     Having defined econon planning generally, we then define local 
  

economic planning as when powers are applied to change economic 

variables in specified local (sub-national) areas but not in 

other areas of the country. Our definition of local economic 

planning includes local economic measures applied by both central 

and local government.
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In appendices to chanter 2, we clarify and illustrate the idea 

of local economic planning by describing some types of local 

planning which others might call local economic planning but 

would not be so called by our definition (appendix A), and by 

giving some examples of local economic planning implemented 

(appendix B) and of local economic planning sug 

Cc). 

  

The possible uses of local economic vlenni 

  

She purpose of this chapter is to explore the uses to + 

  

local economic pla 

      

is a need for local measures, 

from area to area, and area-sne 

  

y area-specific measures. 

Second, we argue the usefulness of economic planning generally. 

The argument is from theory, not vractice. We divide the noss- 

ible causes of urban problems into three - the employment cond- 

itions, the physical conditions, and the social conditions - 

and show how we would expect each of those conditions to be 

chengeable in response to deliberate changes in economic var- 

iables. 

Third, it follows thet,as economic measures would be useful and 

  

as local measures are needed for local problems, local economi 

planning might be a useful way of tackling urban problems. So 

we continue with some theoretical e 

  

les of ways in which we   

might expect local economic nlanning to be effective. 

  

nal 

  

we apply the above argument to show that locel economic
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planning could in some conditions be used as an alternative to 

other types of locel plenning, in conditions where we would 

expect a particular problem to be changeable either in response 

  

to economic measures or to other (e.s. vhysical) measures. 

In appendices to chapter 3 we explore the scove of the useful- 

ness of local economic planning by listing local economic 

  

powers, using a classification which spans the full rence 

possible economic povers. Anvendix 34 lists local economic 

powers which are available, and appendix 3B lists some local 

ble but 

  

economic powers which are not availe ich could be use- 

ful. 

The need for local economic plenning 

To argue that local economic planning would be useful if imple-   

mented is not to argue that local economic planning should be 

implemented (or implemented more widely); for there are already 

many policy instruments in use for tackling urban problems, and 

st
 

‘ here is no point in introducing more if more are not needed. 

he Ww 

  

rpose of this chanter is to see whether an argument can 

be made for local economic plenning   being not only effective, 

but also needed, in the attempt to alleviate urben problems. To 

make that case reouires that we can show that there is a gap in 

the existing forms of planning, a gap which local economic 

  

planning alone can fill. 

We find thet we cannot sustein that argument, and instead make 

@ looser and more moderate argument, as follows. One of the 

ways in which urban problems have been tackled most vigorously 

has been by local physical planning: yet there are good reasons
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from theory for expecting 

  

any urban problems 

to be immine to physical plenning. A recent attemnt to tackle 

urban problems more effectively has been by using existing 

forms of planning in a more co-ordinated w. yet recent stud~ 

  

ies suggest that that principle will not be very effective. ‘The 

eybernetic Law of Requisite Variety says that ea great variety of 

controls is necessary to plan the great variety of a city: and 

local economic planning would increase the renee of vossible 

  

controls. HMoreover, several local auth S are vractisine a 

  

limited form of local economic nlenning (apnend to chanter 

2), others are considerins doing that (appendix © to chavter 2), 

and some have thought it necessary to obtain extra local econom- 

  

ic powers under local Acts of Parliemer D to 

chapter +), 

That argument suggests that there are important gans in the 

6 
  

  effectiveness with which existing forms of planning cen tackle 

urban problems, and it suggests that local economic planning 

could fill some of those gans. That is not an argument that 

local economic planning is needed: rather, it strengthens the 

argument of chapter 3 about the usefulness of local economic 

planning. Thus, we are encouraged to investigate further the 

idea of local economic plenning as an instmiment of urban 

policy. 

The chapter is supplemented by four apvendices. In the first 

two we raise two counter-arguments to the statement that new 

forms of planning are needed to tackle urban problems: apnendix 

A examines and rejects the argument that there is too much 

government intervention in cities: appendix B examines
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and rejects the argument that adjusting welfare state legislation 

  

is no solution because e problems require profound structural 

changes. Appendix C examines the limitations of physical 

planning in achieving employment aims. Anpendix D describes 

some extra economic powers that local authorities have obtained 

under local Acts. 

The limitations of local economic plenni 

  

   

Ht
 

n the previous ch: 

of local economic 

points. 

ions of 

tyoes. 

variety of planning - at can, and what cannot, be changed by 

changing economic variables locally. (Appendix A takes thet 

   
investigation further by classifying the economic activities of 

central and local governments into some classes which, economists 

have suggested, can usefully be influenced locally and into 

other classes which, it is suggested, cannot.) ‘The restricting 

effects of that set of inherent limitations could be avoided by 

applying local economic plenning with other varieties of local 

planning in an interrated way. (Avrendix B takes ti    2% discuss— 

ion further 

  

The other type of limitation surgested by theoretical arzuments 

arises from the present underdeveloped state of local economic 

planning - limitations arising from our incomplete wderstanding 

of local economies, limitations arising from the difficulties 

of orgenising a politically sensitive variety of planning, and
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limitations arising from the political difficulties of creating 

the necessary powers. 

The second way in which we explore the limitations of local 

economic planning is practically, by using as a case study our 

most fully developed set of local economic powers, those for 

implementing regional industrial location policy. We use the 

case study to test the theoretical arguments about limitations, 

and conclude with a modified list of the limitations of local 

economic planning. 

Some important issues 

Theories in local economic planning 

We distinpuished earlier between theories of and theories in 

planning, then discussed eneral theories of planning and how 

they help us to understand local economic plaming, In this 

chapter we are concerned with theories in local economic 

planning. Such theories are useful because they surgest new 

ways of looking at, and therefore tackling, problems; and they 

are usefnl for predicting the consequences of applying powers, 

both whether the intended consequences will reduce the probe 

lems and what the unintended consequences will be. 

It is the purpose of this chapter to examine the state of the- 

ories in local economic plaming, with the following aim. We 

know the ways in which theories are useful to the practice of 

planning. levertheless poor theory does not prevent practice, 

for practice can improve theory by implementating proposals 

carefully and monitoring the results - that is, by usine pract—
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ice as controlled experimentation. However, if the theory is 

very poor, practice is inhibitted, for we should not implement 

provosals the consequences of which are totally wmpredictable, 

we cannot rationally use practice as experimentation when theory 

cannot even tell us what results to monitor, and we need theory 

for suggesting new and varied solutions to the practitioner. 

Therefore, theories in plenmnins should have passed a certain 

level before 

in examining ¢ 

is to decide 

  

and varied solutionss second how good those theories are and 

what applications of local economic powers the theories are 

good enoush to support, and what applications might be unwise 

until the theories are improved. 

The theories needed to support local economic nlanning cen be 

divided into two parts - theories in economic plenning generally, 

and the special theoretical reouirements of local economic 

planning. It is not appropriate in this thesis to examine the 

state of theories in economic planning generally, only those 

theories which are special to local economic planning. ‘the 

chapter continues by showing that the snecial theoretical issues 

are those raised by the openness of the urban economy, which 

has two consequences: that an economic change in one area might 

have effects in other areas,and that the sizes of the effects 

will be affected by the leakages into and out of the area where 

the economic change is made. licro-economic theory can be used 

to predict both locational consecuences and leakage effects, and



Chapter 7 

  

macro-economic theory can be used to predict leakage effects. 

  

The state of both tynes of economic theory is critically ex: 

ined, weaknesses are identified, end conclusions are drawn about 

the limitations imposed on local economic plenning by the theor- 

ies as presentl:; develoved. Esnecially technical discussions 

about the economic theories are nut in apnendices to this chanter. 

The organisation of local economic planning 

  

he purpose of this chanter is to raise and study the question: 

if local economic planning were to be practised more widely, 

through what governmentel organisa 

ised? hat question is divi    ernment would the eceno 

and implemented? end: how would local ecenomic planning at that 

chosen level best be organised? 

Study of the first question - about the best level of government 

- starts by examining the main possibilities, working within 

  the existing distribution of government functions but allowing 
  

for a possible devolution of nowers to regions. Eight criteria 

are su 

  

wested for choosing the best level 

  

A>riying those crit- 

  

eria favours the local desizn and implementation of local econo- 

mic measures, but with those local decisions subject to central 

government checks by carefully spec 

  

fied procedures. Such an 

+ sation of local economic planning would imvose restrictions     

on the possible uses of locel economic measures, and the nrob- 

able restrictions are described. 

Thet answer modifies the second question into: how would 

local economic vlanning best be organised within local 
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ment? The chapter argues that, as local economic plenning 

would be a function rather than a purpose, it should not be 

orgenised into a purpose department. If there were enough 

local economic powers to justify it, they could be operated 

by a new function department (similar to the departments 

operating town and country planning powers). If there were 

just a few local economic powers, they could te disperse 

  

between other, existing, departments, appropriately to the 

existing distribution cf ot 

  

local government. 

Powers for local economic plennings 

Tf local economic planning were to te prectised more 

  

ty local authorities, then the issue of nowers would have to 

be resolved. The purpose of this chapter is to examine 

that issue by asking first: would local authorities need 

+ if so, how should they acouire those 

  

extra powers? end secon 

extra powers? 

The chapter starts by explaining that, although powers for 

local authority actions comprise finence, staff, and legis- 

lation, it is the presence or absence of legal powers which 

is crucial. So the first question becomes: would local euth- 

orities need extra legal powers for e wider exercise of 

loceél economic planning? We Imew that locel authorities 

already have several local economic powers (see appendix B 

to chapter 2, eppendix A to chapter 3,and chapter 10), end 

we know that not all locel authorities are using fully the
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local economic powers ther already heve (see, esnecially, 

  

uthorities could practice more 

  

local economic vlenning within their existing powers. Moreover 2 gE ; 

  

local authorities already have some nowers over local economic   

variables which could conceivably be used for local economic 

plenning (some examples are given in appendix A to chapter 3). 

However, the central government controls on local sovernment 2 £3) S' 

(described in annendix A to this chanter 8) mean th 

    

   

  

& by local authori narrow extensions of sconomic vler s 

using existins legal powers would be allowed by cent 

ment. Also, we 

more active and 

existing povers that they have 

  

powers by local Acts (anpendix D to chapter 4), 

So the chapter arsues that, for local authorities to extend 

significantly the practice of local economic nlamning, they 

  

would need more legal powers. pendix B to this chapter 8 

exemines three new powers just created or possibly to be 

created, in order to see if they could be used by local author- 

g:) ities for a sisnificant extension of local economic plannin   

The chanter then moves to. the second question posed: how should 

local authorities acquire trose extra nowers? Three ways are 

considered - by new local by-laws, by central sovernment chang- 

ing regulations or the miles of audit, and by new lerisletion. 

We argue that only the last would be eporopriate, because of 

« Then we consider three 

  

the nature of local economic pla: 

  

ways of passing the appropriate new 1 sletion - by a new Act 

 



SECTION IIT 

Chapter 9 

38 

which removed the ultra vires restriction, by new local Acts, 

  

and by new public Acts specific y granting extra powers for 

local economic planning. We argue that new specific public Acts 

would be necessary if local authorities were to operate local 

economic powers more widely, 

This chapter is supplemented with two appendices. Appendix A 

describes the ways in which central government controls local 

rovernment; appendix B explore three new powers which have been, 

or might be, given to local governments. 

Two case studies 

Problems and possibilities in Lambeth 

The purpose of this chapter is to illustrate empirically some 

of the theoretical statements made in previous chapters. The 

illustrations are taken from the Lambeth Inner Area Study. 

This study was started in March 1973, one of three studies of 

the problems in the inner parts of big cities and of the possib-   

jlities for tackling those problems by a well-stirred mixture 

of physical and non-physical measures (see also chapter 4). 

  

A11 three studies (the other two were in Birmingham and 

Liverpool) were commissioned from consultants at the expense of 

the Department of the Environment, but the clients were joint 

committees of central government officials and local government 

officers and members. 

The consultants for Lambeth were jointly the Shankland Cox 

Partnership (town planners and archi tects) and the Institute
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Community Studies (mainly sociologists). ‘Those consultants 

  

asked me to be their economic advisor, th the job of desisming 

  the economic studies, appointing a junior economist to carry 

them out, and continuing to direct the economic work. Most of 

the results selected for descrintion here come from the econom- 

ic studies (IAS/LA/4, end IAS/LA/6, and "Locel employers! 

study" not yet published) and were therefore my responsibi 

  

(Nevertheless, it. would be wrong to hide the tremendous contrib- 

ution mede by the jrmior economist, Glen Bra 

  

ey, who started 

  

by working under my direction, ended by planning the work 

) 

  

jointly 

  with me, and executed most of irical wor! 

    

The first theoretical statement to be illustrated by the Lambe 

case study is: many urban problems can be anelysed in economic 

terms. That is illustrated by describing carefully the w t 

  

of the problems of the residents of the study area, and by 

explaining them using economics. The second theoretical state- 

ment ist some urban problems, when thus analysed, can be seen 

to be not amenable to physical plenning solutions. That is 

illustrated by showing that meny of the problems in Lambeth stem 

from its being a poor industrial location, and by showing that 

physical measures alone would not make it a good industrial 

location. The third theoretical statement is: analysing urban 

problems in economic terms is fruitful, in that it suggests 

many possible solutions. The illustration is by listing the 

recommendations made in Lambeth for alleviating the vroblems 

there, recommendations which are for both physical and economic 

measures.
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Employment problems end programmes in 

  

      his ch 

  

ter takes other theoretical statements (different 

from those taken by chepter 9) made in previous chapters, and y x k ? 

  illustrates them with information taken from enother case study. 

The case study is entitled "Development work on Comnrehensive 

Commmity Programmes in Pirminzham". 

In Januery 1976 I was commissioned, through the Devartment of BE 

Architectural Planni: 

  

to study employment in 

the Home Office which, 

    

an experimental Comprehensive Community Progremme for 

   Birmingham. Such procrammes focus on urben der ation, and 

the employment study was to investigate vh 

  

ch veople 

  

worst employment deprivation and what was being done 

then. 

We produced five revorts - an employment profile (describing 

the employment problems), a description of employment pros- 

rammes, an appraisal of training programmes, a summary of the 

first three reports, and @ 

  

neral report describing the 

experience gained in such a way that others could carry out 

similar employment studies. The final rerort, titled "Guide- 

lines for a local authority employment study in the context of 

an urben deprivation plan" is to be published. Eric Hookwey 

was an invalueble assistant with the second and third resorts; 

Janet Sinclair and Stevhen Harrison helped with a supplementary 

study of how the ernloyment programmes were co-ordinated. 

laterial from those reports is used to illustrate theorsticel 

statements as follows.
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First we illustrate statements about the powers available for 

  

tackling urban problems by listing all the powers available 

for influencin loyment locally. We see that the powers are 

  

   both physical and economic, wielded by both central « locel 

government. Second, we illustrate that the practice of local 

  

economic planning is poor, by showing that the use of the 

powers is incomplete end wico-ordineted. Third, we illustrate 

that conflicts between central and local government can arise 

over the application of local economic rowers. That is illus-   

trated by the prosrammes of advising industrialists and of 

oroviding tra 

  

The state of local economic planni: 

  

The state of development of the idea 

the purpose of this chanter is to summarise what we have found 

in our exploration of the idea of local economic planning. We 

summarise by re-ordering the findings and conclusions of our 

previous chapters, in the followi 

  

WEY 6 

First we collect those findings which support the extension of 

local economic planning, and orgenise them into a cautious 

argument for implementing local economic plenning more widely. 

Second we offer arguments against extending the practice of 

local economic planning. Then we organise some of our earlier 

findings into conditions which, if 

  

the practice 

of local economic planning, weaken or negate the arguments 

against extending such vractice. Those conditions are then 

reformulated into a set of guidelines which any extension of 

  

local economic planning should follow.
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The guidelines summarise the state of development of the idea, 

by showing the sort of slight changes in urban social policy - 

marginal and evolutionary ~ which the idea of local economic 

planning could support in its present state. 

Some possible extensions of local economic nowers 

The purpose of chapter 12 is to illustrate the conclusions of 

  

chanter 11, which were the guidelines that 

  

by any extension of local economic planning. slative 

implications are illustrated by the description of four new 

economic vowers for local authorities which would meet those 

conditions. The four powers are: to undertake compensatory 

public works; to stockpile locally produced goods; to produce 

  

any good or service; to take equi shareholdings in local 

firms. Initially, those powers would be used to reduce local 

concentrations of unemployment, in accordance with a new form 

of planning document "Employment policies and programmes". Ss 2 

It needs to be stressed that those suggestions are for purposes 

of illustration only. 

Policy alternatives 

The focus of this report has been on mesns not ends, on powers 

not problems, on the instruments of public policy not on the 

policies themselves. That focus is understandable, given the 

purpose of this renort to explore a relatively new mea s/power/ 

instrurent. Sut now the focus needs shifting to the ends of 

the planning, the attempts to alleviate problems, by which alone 

the use of public powers can be justified.
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The purpose of this chapter is to apply the ideas developed in 

the report to the three main problem areas in towns - jobs, 

  

housing, and transport. We assume that extra local economic 

powers have been created, to allow the wider practice of local 

economic planning within the conditions derived in previous 

chapters. Then we suggest how those extra economic powers 

could be used, in an integrated w 

  

ay with other planning por 

  

to tackle some of the worst oroblems in empl ment, housing, 

  

and transport.
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The scove of the revort 

It will be obvious from that extended synopsis that this report explores 

many aspects of the idea of local economic planning: but it does not explore 

all the aspects and some important aspects are investigated less thoroughly 

than others. It will be helpful to close this introduction by stating what 

this report does not include. 

  

i) This report takes no 9 
  

    

development of the idea of local econo 

idea into the historical context of the development of planning and plenn- 

     ing ideas. The reason is that our in interest is in current planning 

practice. History is sometimes useful for practice, but is mainly used for 

interest. So the historical viewpoint can be taken later, at leisure. 

ii) This report asks no searching questions about the political accent- 
  

ability of extending the practice of local economic planning, apart from 
  

- the discussion in chapter 12 of the effect of the need for political 

acceptability on the best organisation of such planning. Yet any decision 

to extend the practice, which would recuire more lews, more money, and more 

organisations, would be taken, finally, by voliticians: and the politicians 

would decide on grounds of political acceptability as much as on grounds 

of reasoned arguments about exvected costs and benefits. The reason we 

have not given mich attention to the issue of political acceptability is 

that it recuires a different focus on the subject than the economic focus 

we have chosen to take. 

iii) This report does not delve very deeply into the ovestion of how local 

  

economic planning should be organised so that it would be co-ordinated with 

other forms of planning. ‘There are two organisational issues - co-ordination
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  with national economic policy, and co-ordination with other 

  

lecal plerning. We do consider those issues, but not deeply. 

  

is that the more careful consid 

  

retion is more avprovriate to the nex 

stage of exoloration. The aim of the first stage is put the 

  

should local economic planning be vractised more widely? If 

ist Yes! then the seccnd stage must exnlore the or 

  

for that wider practice. 

In this report, eas is ap 

   @ll the issues - excent that of poli 

first question: should local economic nlerning be practised more widely? 

We heve now completed the necessery introductions to that ques 

  

must now go on to meet all the issues that it raises.



as 
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Appendix A to chapter 1 

Formulating problems 

For purposes of public policy, it is fruitful to approach social prob- 

lems by asking: who is suffering? So we try to define social problems 

in ways which can be expressed in terms of personal problems. (The 

argument for that. approach is in Needham, 1971la, and for and against 

are argued in Needham and Faludi, 1973.) So we can accept, as a des- 

cription of an urban problem, the statement: 10% of all households in 

this area have to share a kitchen. And we can accept: housing conditions 

are sub-standard in the x ward: because that statement is a generalis- 

ation about lots of personal problems. [ut we cennot accept as a probe 

lem description: the City of Birmi 

  

sham is economically stagnant or’ 

Sutton Coldfield has no physical identity: because it is not clear from 

either of those statements what the personal problems are. Is anyone 

suffering? If so, who? Throughout this work we shall try to consider 

only problem statements which can be expressed in personal terms. 

We do not say, however, that all personal problems are a matter for 

public planning. Rather, we say that public planning should distinguish 

between private personal problems (e.g. & person might feel aggrieved 

theb his salary is only £10,000 p.e,, or that he has no garage for his 

second car, or that his wife has left him) and public personal problems 

(e.g. a family has no indoor W.C., a person is wmemployed, children are 

endangered by busy rosds); and we say that public planning should 

tackle the latter set of public or social, problems. 

What is the distinction between a private and a social problem? A 

problem is when conditions f411 short of expectations. Hy talking about 

personal problems we are talking 

  

about the conditions of persons. The



av 

problems are private when the expectations are those of 

  

persons, 

y responsible secial when the expectations are those of +t 2 

  

for public planni:    

  roup succeeds in m 

  

gypsies, it will become a social problem that there are no approved 

camp sites for synsies.)
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he purpose of this report is to investigate and develop the idea of 

local economic planning so we need to be clear from the start what that 

idea means. It is the purpose of this chapter to define and describe it. 

i) Classification of planning by the powers used 

In chapter 1 it was explained that the idea of local economic planning 

was based upon the notion of classifying planning by the powers used to 

implement the nlens, or the memns used to achieve the ends. We shall now 

  

Ww thet classifyin: 

  

Dlanning by the powers used produces classes, or 

  

tynes, of planning which are not unfamiliar to us. 

    

is easily seen to te the familiar towm and country plenmning. In 

  

town and country planning is a statutory activity which must be defined, 

therefore, according to the statutes. The main lecislation is the 1971 

Town and Country Planning Act, in which it can be seen that statutory 

development plans are to he i: 

  

lemented by a particular set of vowers, 

vis: powers to control or influence the use of land and buildings. Those 

are powers over physical variables; they are physical powers. Town and 

  

country planning is, therefore, physical plenning by our definition. 

Our method of classifying planning implies another type, "economic plann- 

ing", planning which uses economic powers. Again, that tyne of planning 

is recognisable in practice, as the familiar national economic plenning. 

That national economic planning is the same § economic plenning by our 

  

def 

  

nition can be shown in two ways - by co 

  

aring definitions, and by 

listing the powers through which national economic planning operates.



50 

Some standard definitions of national economic o    mning are given in   

  

iford (1972) - "economic plenning ... is concerned with +t} 

  

of matters former 

  

laws of supply and demand" (9.2)     

"(economic plenning) is the allocation of resources and the co-ordine 

  

ion 

of the main “economic variables" (p.3), in Kirschen (1964) - "economic 

policy ... is the deliberate intervention of govermment in economic affair 

  

in order to further its aims" (vol.1,0.3), end in the International 

Eneyelopedia of the Social Sciences (Sills, 1968    
economic"). Those definitions are consistent 1» 

  

economic plennins. 

National economic plenning 

   variables - see, for example, "T 

  

of national economic plans in Those variables on 

  

national economic plen: 

  

ing operates can be classified in many weys: here 

we use a classification which we have found to be useful 

  

work: 

- employment 

- orices of foods and services 

- demand for goods and services 

- supoly of soods and services 

  

- price and availability of credit 

- methods of production 

- personal incomes 

rates 

  

- exchang 

- imports end exports 

- investment 

- savings  
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Those variables can be called economic, in that they are the subject of 

economic theory. So again our uses of the term "economic planning" are 

consistent. 

We can conclude that our method of classifying planning by the types of 

powers used, although not often employed explicitly, produces classes or 

  varieties of planning which are the same as some of those familiarly ref-   

erred to. In perticuler, we can talk about economic planning, meenin 

  

by trat a 

  

thet we are not using that term eccentrically. 

Nevertheless, our use of the terms "'    

planning” cannot be nrecise, because we cannot define unambisnously 

what are vhysical variables and what economic variables. As a result, 

some variables can be defined as either or both. Thet need not disturb 

us, however, for it allows us to clessify those ambivalent variables as 

either physical or economic, whichever is the more helpful in the circeun- 

stances. For example, it is usval to consider lend as a physicel var- 

liable, when control over land (land-use plenning) would be physical 

planning. But, as we shall see in appendix A to chanter 3 and 

  

chavter 10, it is sometimes useful to consider land as an economic var- 

jable, when measures to control its supply or price would be economic 

vlanning? that might be useful, for example, when wantine to use economic 

  

theory to compare altemstive ways (ore of which was controlling indust- 

rial land) of influencing the volume or location of production. 

ii) Local economic plennine 

  

avins defined economic planning, we now want to define local economic 

plenning. The basis of the definition is the location of the economic 

variable which is directly influenced by the power. When nowers are used 

  

to reduce inflation nationally or to increase investment nationally, that
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is national economic planning: but when the powers are used to influence 

an economic variable in specified parts of the country but not elsewhere, 

* - x 1 ¥ we call that local economic nlanninz. Why we might went to change or   

control economic variables in some perts of the country and not in others 

is explained in chapter 3. 

As soon as we introduce a spatial dimension to economic plenning we find 

it necessary to do the same to the classification of variables on which 

economic planning acts. We take the list of economic variables siven 

    

by local firms for lebour™* - the demand 

- the demand for labour locally resident 

- the wages paid by local firns 

- the wages received by locally resident labour 

- the supply of labour to local firms 

- the supply of labour from local residents 

    i of moods and services 

- price of inputs to local firms 

= price received by local firms for output 

- orice of consumer commodities to local households 

demand for soods and services 

demand for outputs of local firms 

- demend for inputs by local firms 

- demend for consumer commodities by local households 

  

* "Local" is used very widely to mean any sub-national area: so local 
economic planning includes influencing economic variables in x ms end 
in parts of cities. 
=# "Firms" include all production, public or private. 
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a sunply of goods end service 

- supply of outputs by local firms 

- supply of inputs to local firms 

- supply of consumer commodities to local households 

price and availability of credit 

- to local firms 

- to local households 

methods of production 

  

personal incomes 

- of local households 

  

- inflows of inputs to local firms 

- inflows of consumer commodities to local households 

- outflows of outputs of local firms 

- outflows of wages paid by local firms 

- outflows of rent, interest, profit paid by local firms 

- inflows of wages to local households 

- inflows of rent, interest, profit paid to local households 

- inflows and outflows of inter-nersonal transfer payments 

- inflows end outflows of inter-governmental transfer payments 

- (grants, etc.) 

- inflows and outflows of person-government transfer payments (taxes, 

grants, etc.) 

- inflows and outflows of firm-government trensfer payments (taxes, grants, 

etc.) 

- inflows of money for local capital formation, and other loans 

- outflows of money for non-locel capital formation, and other loens
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investment 

- new capital formation in the local area 

savinss 

- savings by local firms 

- savings by local households 

- savings by local government 

That list is useful in two ways - for classifying local economic powers 

      (see a De: 

  

ices 4 and B to chanter 3), and for recomis ich exerples 
  

  

of local planning can legitimately be called local economic plenning. 

It is important to note that our definition of local economic planning 

a       erence to the locatio 

  

ines "local" by r of the variables affected, 

ollows that our oe)
 

not by reference to the location of the plenners, It 

definition includes local economic measures desi 

  

ed and implement 

  

  

central government as well as those designed and implemented by local 

(and regional) governments (see, @efe, chapter 10). 

In order to make as clear as possible the meaning that we give to the 

central idea of local economic planning we put three ennendices at the 

end of this chenter. Appendix A describes some tynes of local planning 

which others might call local economic planning but would not be so 

called by our definition. Appendices B and C list some examples of 

local planning implemented (appendix B) and suggested (appendix C) which 

are, by our definition, local economic planning. 

  

132 Economic plenning for cities 

let us end this chavter of definitions by defining and explaining the 

title of this renort. Economic vlanning for cities is local economic 

planning which is anplied to reduce local problems in cities. We argue 

in chapter 3 that local problems require local measures: when the prob-
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occur in cities and the locel measures to elleviate them are 

economic, that is economic pla   ming for cities. As our practical concern 

  

hroughout this work is with urtan problems, the application of our ideas 

that interests us most is economic plenning for cities. 

  
Both probl 

  

s of cities and problems in cities. In this work, we do 
not distinguish between problems caused partly or wholly by the 

physical nature of cities (problems of cities) and problems which occur 
in cities because that is where most people live (oroblems in cities). 
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Appendix A to chapter 2 

What_is not meant by local economic planning 

It might help to avoid confusion if we state some types of plemning 

which could be called economic planning for cities but which are not 

included in, or which overlap, our definition of that term. 

The economics of physical planning 

This is the study of the economic consequences of physical planning - 

i.e. of planning by changing or influencing the physical environment. 

So it includes, for example, industrial and employment aspects of land 

use zoning, the costs and returns of tow centre redevelopment, testing 

transport proposals for financial feasibility. Andrews (1963,a) makes 

explicit the difference between economic planning and the economics of 

physical planning as follows. "These planners (at the city, county or 

small-region scale) operate under the basic assumption that their main 

responsibility is physical planning. An implicit negative corollary of 

this assumption is that economic planning is not a responsibility of the 

local area planner .... ‘This line of argument does not mean to suggest 

that economics is not used by the city, county or small region planner. 

But it is used in a manner thought best for physical plenning purposes." 

(his emphasis) . 

Planning to achieve economic goals 

This is a type of planning classified by the ends, by what the plans 

are designed to achieve. We are using economic planning to mean a type 

of planning classified by the means or measures used. 4nd economic goals 

can be aimed at by other than economic means. For example, a new 

shovping centre might be built in order to reduce the outflow and to 

increase the inflow of retail expenditure.
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Planning for employment or for economic renewal 

As employment in Britain declines and as concentrations of unemployment 

in parts of cities are detected there is a growing opinion that planning 

to counter that unemployment should be directed to regions, cities,and 

even parts of cities. (In chapter 10 we describe what is being done in 

Birmingham to counter local unemployment.) Some of the suggestions for 

such planning include control over economic variables (i.e. economic 

measures, in our terms) - see, e.g., West Midlands County Council, 1974, 

at the regional scale; Walsall County Borough, 1972, at the city scale: 

and Falk and Martinos, 1975, also Lomas, 1975, for varts of the city. 

Falk and Martinos call such planning for economic renewal "economic 

planning", but as they include in their recommendations physical as well 

as economic measures, their use of the term overlaps and hence is not 

compatible with ours. And when economic measures only are proposed for 

combatting economic decline, that is only one application of what we 

have called economic planning. Andrews (1963,a), anxious to develop 

local economic planning in our sense, says "At the present time the 

economic 'planning' which is performed for small areas is confined to 

selective promotional planning commonly identified as “industrial devel- 

opment" or "resource development". He was writing about the United 

States, but the examples of economic measures applied to and suggested 

for small areas in Britain (appendices B and C to this chapter) show 

that local economic plenning in Britain too is similerly conceived very 

narrowly. 

Planning the local economy comprehensively 

National economic planning has a different meaning in Communist countries 

than in Western market economies. In the former, it means producing a
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comprehensive and consistent framework within which all major production 

decisions must be made? in the latter, it means making proposals so that 

certain public and private production decisions are modified, the mod- 

ification being to alleviate a specific problem. There is a similar 

distinction between two meanings of physical planning: one meaning is 

producing a development plan (e.g. a structure plan) which includes prop- 

osals for all the land uses in an area, the other meaning is producing 

proposals for modifying certain parts of the physical environment in order 

to alleviate a specific problem. 

The distinction can be exoressed using the idea of "action space" 

(Faludi, 1973, p.92), the scope and variety of proposals which the 

planning agency considers when looking for means within its available 

powers to achieve the planning ends. When the planning agency deliber- 

ately limits itself to measures which make small changes in a few variables 

only, we shall call that "piecemeal planning" (after Popper, 1961): the 

opposite we may call "comprehensive planning", trying to plan everything 

at the same time. In those oat Soviet economic planning and British 

development plans are comprehensive, British economic planning and phys- 

ical plans for (e.g.) housing or for parking are piecemeal. 

When we talk of economic plenning for cities we do not mean producing 

comprehensive plans for the city's economy. (As Lewis, 1949, p.110, 

says, "ss. a general 5 year plan for the whole economy is no more than 

a game.") Instead, we mean making piecemeal proposals for parts of the 

city's economy, and we do not think it necessary to produce comprehensive 

plans even for those economic sectors for which piecemeal proposals are 

made. In the terms of Denton et al (1968 p.295) we are talking of "ad 

hoc policies to cope with particular problems".
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Appendix B to chapter 2 

Examples of local economic planning implemented 

a) 

ec) 

The powers over the location of industry in Britain are a mixture of 

physical and economic planning powers (Department of Industry, 1975,a) 

applied discriminately to certain areas (DI 19755) in one form or 

another since 1928 (Glasson, 1974, p.180). They have had a measur- 

able success (Rhodes and Moore, 1975), which has led to the suggest- 

ions (appendix C to chapter 2) that they be applied to cities and 

even parts of cities, a much smaller scale than the regional scale 

at which they are currently applied. 

Those central government powers over the location of industry were 

applied at a small scale by the Local Employment Act 1960, when they 

were applied to employment exchange areas (McCrone 1969). (That 

experience led to a decision to apply them no longer at such a small 

scale. There were two reasons. First, the arrivel of just one firm 

in an assisted exchange area could lead to that area ceasing to 

qualify for assistance. Second, it was not possible to steer firms 

to a growth point outside the assisted area where production might 

be more efficient and still within easy travelling distance of the 

unemployed workers in the assisted area. The latter point is en 

example of the openness of the urban economy, discussed in chapter 6.) 

Many local authorities vie with each other to attract industry by 

offering industrial sites, and sometimes industriel buildings, 

housing for key workers, and financial assistance (Camina 1974). 

For example, Tyne and Wear County Council announced in September 

1975 that it was starting a £2M industrial development programme on
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166 acres of land (Estates Times, 19th September 1975). 

In the past, some local authorities have undertaken public works in 

order to relieve local unemployment (e.g. the first Nersey Tunnel in 

Liverpool 1934, Queen's Park Bolton in 1864). In Birmingham, the 

first example of that was in 1879; then between 1924 and 1927 the 

new Birminghem-Wolverhampton Road was built as a public works scheme, 

in that period the Bristol Road was widened; and such local economic 

planning continued until 1939 (MacMorran 1973). 

Now, central government has some public works schemes to benefit 

particular areas e.s. £30M extra for improvements to hospitals and 

schools to help unemployed workers in the construction industry, 

mainly in Scotland, Wales, the North, perts of the Midlends, and the 

South of England (The Guardian, 29th October, 1975). 

Eull Corporation is offering aid and facilities to inventors who 

want to develop their ideas commercially (The Times, 2nd November, 

1973). 

It might be that local Chambers of Commerce and of Trade fulfill 

similar functions locally to national Economic Development Councils 

and regional Economic Planning Councils - what Oulés (1966) calis 

"planning by enlightenment". "The basic concept is that business 

firms, pressure groups, or individuals should voluntarily submit to 

a measure of discipline because, as a result of information issued 

on the state of the market, they realise that it is in their 

interests to do so." (p.38). 

A few years ago, Liverpool Corporation employed many boys straight 

from school as messengers, office boys, etc. even though there was
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not much need for their services. The boys were employed for their 

first year out of school if they could not get any other 

jobs. 

Recently, other local authorities have announced similar schemes - 

South Yorkshire County Council (Guardian, 16th September 1975), the 

London Borough of Hillingdon (Guardian, 29th August, 1975), and 

Birmingham City is appointing 50 school leavers for a year each as 

supernumary clerical steff (Brum Bugle, Birmingham City Council, 

October, 1975). 

In a successful attempt to secure for the West Midlands the 

National Exhibition Centre, Birmingham City Corporation and Birmingham 

Chamber of Commerce and Industry set up jointly a company, The 

National Exhibition Centre Ltd., to which the Birmingham Corporation 

gave a £3M deferred interest loan. 

Islington Borough Council Planning Committee is refusing permission 

to change the use of industrial buildings, vacant or not, to pres- 

erve and encourage job opportunities for unskilled and semi-skilled 

workers (Planning Newspaper, 6th February, 1976). 

In this time of high unemployment, both local and central governments 

are adopting many economic measures to improve job prospects in 

areas badly affected by unemployment. Birmingham is one such area: 

the "employment programmes" being applied are described in chapter 

10. 

South Yorkshire County Council is allocating 5f- of its employees! 

superannuation fund for investing in firms in the region (The 

Guardian, 16th March 1976).



1) Since 1966 local authorities have been able to levy rates on empty 

buildings in order to bring them into productive use. 

mn) Local authorities, subsidised by central government, give grents for 

house improvement. The value of the grants may vary within a city - 

50% normally, 605 if the house is in a General Improvement Area, 75% 

in a Housing Action Area (1974 Housing Act). Until 1974, the value 

of the grants varied between regions - normally 50%, in Development 

and Intermediate Areas 75%. 

n) Central government gives grants to local authorities towards the 

loss incurred in reclaiming derelict land, and those grants vary with- 

in the country - 50% normally, 757) in National Parks and Areas of 

Outstanding Natural Beauty, 100% in Derelict Land Clearance Areas and 

in Assisted Areas, and 100% in Wales end Scotland (The Times, 

lst February 1975). 

(A list of the powers available now for local economic Planning is 

given in appendix A to chapter 3.)
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Appendix C to chanter 2 

Examples of local economic planning suggested 

a) 

») 

e) 

The Wales TUC says that the Government should provide finance for 

public works schemes in Wales, such as cleaning and beautifying parks, 

rivers, and canals, in order to reduce unemployment (The Guardian, 

12th July 1975). 

liverpool Corporation is being urged to encourage workers! co- 

operatives which, it is claimed, could provide 5000 jobs on abandon- 

ed dock sites (The Guardian, 21st January, 1974). 

Wolverhampton Corporation is considering buying the local factory of 

Norton Villiers Triumph and mmning it as a municipal co-operative in 

order to save the jobs there. There is discussion whether that is 

possible with existing legislation. (The Guardian, 12th and 13th 

August 1975) 

Suggestions have been made that the armoury of prohibitions and 

incentives used by central government to steer industry to the ass- 

isted areas should be applied much more selectively, so that the 

assisted areas are chosen not at the regional scale but at the much 

smaller scale of cities or even parts of cities. That would enable, 

for example, new industry to be attracted into parts of London with 

high unemployment although there is no serious unemployment in the 

South East Region as a whole. Canning Town CDP (1975) argues that 

case with the qualification that the more sensitive powers should 

not be administered by central or even sub-regional government (the 

GLC) but by the local authority. West Midlends County Council (1975) 

also argues for more selective and sensitive industrial location
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policy, operated by the County Council. 

Smith (1975) suggests that Industrial Development Certificates be 

automatically grented to inner areas in London and Birmingham (although 

it is recognised that the industrial location policy which favours 

the assisted regions is contributing only slightly to employment 

decline in the inner city areas in the other regions: Smith 1975, 

Birmingham CDP 1975, Canning Tow CDP 1975). Smith further sugcests    

that IDC's should be sranted "especially for conc 

  

unskilled male employees or providing training facilities extensively 

for local residents for more skilled work! (p.38). 

The labour supply available locally, end hence the jobs provided and 

  

the wages naid, can be influenced by local trainine schemes. Falk 

and Martinos (1975) suggest identifying gaps between the needs of 

firms and the skills and capabilities of residents, "Measures to 

close those gaps include working out what skills are needed to attract 

in suitable new firms, providing inducements for firms to train staff, 

setting up sheltered workshops, and apprenticeship schemes for school 

leavers, and improving systems for notifying shortages: (p.17). 

Canning Town CDP (1975) makes a similar suggestion: "(at the moment) 

schools both prepare peoole for work which is no longer there and fail 

to prepare them for its absence" (p.64). Lomas (1975) recommends 

similar measures for inner city areas. 

Canning Yowm CDP (1975) suszests forming a local Consultative 

Committee on Industry and Employment. "The function of the Committ- 

ee would be to locate common demands of the whole community to pro- 

mote initiatives and focus pressure on the government for policies
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more favourable towards the maintenance of industrial and employment 

opportunities within the area" (p.67). 

The Labour Party in Manchester has proposed that the Greater 

Manchester County Council should set up two new organisations. One 

would be an executive agency for employment to arrange, in collab- 

oration with the DTI and the North West Industrial Development 

Association, for adequate factories, offices, and services to be 

available; the other would be an investment agency to put public and 

private money into existing industry. (The Guardian, 29th March 1973, 

and correspondence with the Leader of the Greater Manchester C.C.) 

A private member's bill before Parliament has suggested new public 

investment agencies for the North region, the South West region, and 

Merseyside (The Guardien, 18th December 1975). At a smaller scale, 

the Liverpool Inner Area Study (IAS/LI/12, p.24) has proposed a 

local Enterprise Board. This, with central government money, would 

promote opportunities for development in inner city areas, by means 

including giving advice and development assistance to potentially vi- 

able firms. 

Chisholm (1975) has suggested that the planning agreements in the 

Industry Act 1975 could be used for local economic planning. Govern- 

ment should enter into long term agreements with big firms, offering 

them financial concessions in return for decisions to locate in 

specified areas: see appendix B to chapter 8. (Such agreements could 

be expanded to cover a wider range of production decisions, as do 

the 'contrats fiscaux' introduced for the Fourth Plan in France- 

Mitchell, 1966 .)
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Coventry CDP (1975) recommends, "deliberately using the (local) 

corporation's own role as a major employer in the city to create 

job alternatives for those sections of the work force at greatest 

risk of redundancy (e.g. through rebuilding a strong Direct Works 

Department)" (p.69). 

West Midlands County Council (1974) suggests that it could itself 

provide investment incentives in the form of loans and grants, that 

it could "take positive steps to encourage greater service sector 

employment", that it could make financial provision to enable enpty 

industrial premises to be brought quickly into productive use, that 

it could assist in the provision of industrial land, and that it 

could sponsor skill centres and re-training centres. Those suggest— 

ions are developed further by the County Council (1975): e.g. it 

suggests using the EEC Social Fund for retraining the workers leav- 

ing declining industries. In that later report, the County Council 

welcomes the suggestion from the regional CBI and the regional TUC 

to establish a West Midlands regional "neddy" (i.e. economic devel- 

opment comeil) . 

Walsall County Borough (1972) proposed many measures which we would 

classify as economic planning, even though that authority had not 

the powers to implement some of the measures. The proposals are: 

to increase its own holdings of land for industrial use, to build 

factories, to organise trade fairs, to provide short-term financial 

assistance to firms in times of crisis, to provide other types of 

assistance (e.g. computer facilities for small firms), to expand 

industrial training at Technical Colleges and other places of 

education, to retrain the unemployed, to employ more peovle (e.g. to
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carry out much needed environmental work), to buy more goods and 

services from local firms, to provide more nurseries to permit more 

women to go out to work. 

The suggestion made by Walsall (above) for using in a discrimin- 

ating way governments! powers as purchesers has been developed by 

Turpin (1974). He suggests that government purchasing powers should 

be used much more to tackle a wide range of social problems: one 

example is to favour firms in areas of high unemployment by using a 

formule to weight their tenders favourably against tenders in other 

areas. (Already, under its existing industrial location powers 

central government can do something like that. If a tender from a 

development area firm is the same as from a non-development area 

firm, the former is chosen. If the tender from the development area 

firm is worse - e.g. a higher price - the government can give that 

firm the chance of retendering for up to 25% of the original contract) 

In a series of three articles, Andrews (1963a, 1963b, and 1964) 

argues for systematic local economic planning. To implement the 

plans he suggests: financial incentives and property tax concessions; 

organising research on products, production processes, and markets 

important to local industries; demonstration projects; development 

of physical resources such as mineral prospecting, control of soil 

erosion; encouraging local innovators and entrepreneurs; and lobby- 

ing state and federal governments in order to attract public works. 

Palmer (1975) studied 18 structure plans for the ways in which they 

had tried to plen to reduce employment problems. Although the form- 

al powers for implementing structure plan proposals are physical 

(see chapter 2), many local authorities proposed non-physical measures
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(e.g. education, financial incentives) for influencing employment. 

Some structure plans even proposed measures which were not only 

beyond the formal scope of structure planning but also outside all 

the powers of local authorities. (See, e.g-, Walsall Structure Plan 

proposals, described above.) 

The West Midlands Comty Council (1976) proposes many economic meas- 

ures to combat the economic problems in the inner city areas, and 

distinguishes between those measures which are possible with existing 

legislation and those which would require new legislation. 

Minns and Thornley (1976) recommend that local authorities be able 

to form Municipal Enterprise Boards. Such boards would be able to 

buy voting shares in local firms, so that local government could 

influence industry and employment in their areas. They describe 

how similar powers obtained under local Acts have been used by local 

authorities. The money could come from the local authorities’ own 

pension funds: South Yorkshire C.C. is setting aside 5% of its 

Superannuation Fund to invest in companies in the region (Guardian, 

16th March 1976). 

Several economic planning measures have been suggested for Lambeth. 

They are described in chapter 9. 

(Some suggestions for new powers for local economic planning are 

given in appendix B to chapter 3.)



Chapter 3 

THES POSSIBLE USE Ss OF LOCAL ECONOMIC PLANNING
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The purpose of this chapter is to explore the uses to which local econ- 

emic planning could be put, and our exploration is in four stages. inst; 

we show that there is a need for local measures to tackle local problems: 

that is so for both physical and economic planning. Second, we show 

with theoretical arguments the types of effect that we would expect to 

be able to achieve by deliberately changing economic variables. Third, 

we can deduce from the first two stages that we can achieve many des- 

ired local effects (e.g. reduce many local problems) by changing local 

economic variables: that deduction is then illustrated with theoretical 

examples of ways in which we might expect local economic vlenni    ag to be 

effective. Fourth, we show from the above argument that local economic 

planning could in some circumstances be used as an alternative to other 

varieties of local planning.
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Local problems need local measures 

One practical concern is with urben problems, problems which are exper- 

ienced differently in some cities than in others, problems - that is - 

which are local in incidence and extent. It is necessary for our gener- 

al argument to show briefly that,in order to tackle local problems,it 

is necessary to design and apply local measures, measures designed 

especially for the local conditions. 

There is a sense in which it is true to say that most local problems 

  

are manifestations of national problems (e.g jaide, 1975; Smith, 1975): 

there are problems of unemployment, low income, bad housing, etc. 

throughout the country, but concentrated more in some areas then in 

others. And thet statement is helpful in that it reminds us that there 

are national measures for such problems - unemployment benefit, family 

income supplement, housing subsidies, etc. - which automatically favour 

the worst areas: an area with 2x men unemployed autometically receives 

twice as much unemployment benefit from central government as an area 

with x unemployed. 

Does that mean that local measures are unnecessary, that national mees- 

ures can tackle local problems? No, it does not! For uniform national 

measures can often do no more then scratch the surface of a problem. To 

penetrate deeper, the measures have to be appropriate to the conditions 

causing the problem, and the conditions usually vary from place to place. 

Smith (1975) gives an example of local employment problems. "“Employment- 

generating policies may have to start with demand acceleration probably 

at national level, but, on their own, demand policies may not solve the 

local employment problem because of the (local) influences (of jobs and
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jobtakers) , any one of which may be an absolute constraint preventing 

demand benefitting employment locally." 

So local problems are best tackled with measures designed specifically 

for local conditions - i.e. with local plens. As Kirwan (1973, p.123) 

says " +e. to the extent that the problems of any area like Inner London 

which reflect a maldistribution of opportunities and incomes do flow from 

factors which have a genuinely local and spatial content, rather than 

from the national employment structure and income distribution, the role 

of social security payments and such types of expenditure is more palli- 

ative than curative: to this extent the local authorities may have more 
  

real leverage." (DHi's emphasis).™ And Falk and Martinos (1975) say that 

"(10ceal) economic plans will make it possible to take more account of 

local considerations in developing planning agreements or in providing 

government assistance to industry" (p.28). 

That general argument needs two qualifications. The first is that the 

local measures designed for the local conditions need not be applied in 

the same area as that in which the problems are experienced. 4n example 

from local physical planning is building new towms outside a conurbation 

in order to relieve overcrowded housing inside it. 4n example from 

local economic planning is raising prices in one area in order to 

increase the demand for the products of another area. (That geograph- 

ical separation of cause and effect arises from the openness of 

  

= 
Note that Kirwan jumps one stage in the argument: local conditions 
require local plans which, he says, should be made by local authorit- 
ies. Local plans could also be made by regional or central authorit- 
ies. Which is the best level of government for making local economic 
Plans need not concern us yet, not until chapter 7.
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lecal economies, discussed in chepter 6.) 

The second qualification is that there may always be a need for national 

minimum standards which the local plan should meet. Applied to physical 

planning, the argument produces a familiar picture: local problems 

tackled with local physical plans union meet national minimum standards 

(building regulations, Parker Morris standards, classroom sizes, etc.). 

We cam imagine it applied to economic planning also? local problems tack- 

led with local economic plans which meet national minimum standards 

(e.g. tax rates, conditions of employment, rules for monopolies).
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The likely effects of changing economic variables 

The next stage in the argument of this chapter is to show why it is 

that we would expect economic planning to be effective as a policy 

instrument. Economic planning works by changing economic variables: 

what policy variables are we likely to be able to influence by using 

economic variables as the instrumental variebles? (we use the terminol- 

ogy of chapter 1). We answer that question by dividing the volicy var- 

iebles into three broad classes - employment, the physical environment, 

and social conditions. Then we show the ways in which we would expect 

economic measures to affect each of those three broad policy areas. 

(Most of our examples are fron urban - and hence local - problems, but 

the arguments apply to national problems also.) 

i) Policies for employment 

Insofar as the problems in cities arise from employment, economic 

planning can act directly on the factors which influence the nature, 

types, location, and earnings of employment. For example, where the 

jobs are in private industry, they are provided in response to financial 

considerations: it is too simple to say that private industry acts only 

to maximise profits, but it is true that private firms tend to switch 

resources from low profit to higher profit production, and that private 

firms cannot for long produce in a way that makes losses. 

Knowledge of how private industry makes decisions enables us to dist- 

inguish four ways in which economic planning can influence private 

employment decisions. First economic planning can forbid certain types, 

methods, or locations of production, as long as that leaves other types 

of production which are not wmprofitable. Second, economic planning 

can alter the relative profitability of different types, methods, or
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locations of production so as to persuade private industry to undertake 

the desired production. Third, economic planning can alter the general 

or particular demand for the output of private industry, thereby alter- 

ing the general or particular level of employment. Finally, and usually 

not very effectively, economic planning can exhort private industry to 

= s = 
act in desired ways. 

Those four methods are examples of "indicative" economic plenning 

(OQulgs, 1966). "... there is normally no element of compulsion ...; the 

plan may have a certain psychological and educational effect out the 

methods to ensure that it is put into effect are indirect and consist 

of certain sticks and carrots" (p.37}. The alternative is "imperative 

economic planning. If that were applied to private industry in Britain, 

there is the danger of such industry closing or moving out of the 

country. 

How can the employment decisions of public industries be influenced by 

economic planning? At first sight, it looks as though the possibilities 

are greater, in that "imperative" planning methods can be applied to 

the public sector. For example, the GPO could be ordered to double its 

intake of apprentices, the CEGB to move its headquarters to Bradford, 

the Water Boards to increase female wages by 503, local authorities to 

provide nurseries for the children of their employees. However, imper- 

ative pconen oceanic of the public sector is rarely tried in Britain, 

because the public industries have to meet certain financial goals 

  

* in Robertson's phrase, there are three ways of trying to persuade the 
private donkey to do what public planners want - the stick (our first 
method), the carrot (our second and third methods) , and stroking the 

animals ears (our fourth method)! (Quoted in Sendford, 1972, p.6.)
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which can be just as stringent as the profit requirement of private 

industry. The British government, in its attempt to control the public 

industries, has usually preferred to use indicative planning methods. 

So economic planning can be used to influence public employment decisions 

in similar ways to those by which it influences private employment 

decisions. In doth cases, economic planning can have a fairly direct 

effect on employment. 

ii) Policies for the physical environment 

Insofar as the problems in cities arise from the physical environment 

(e.g. shortage of land, bad housing, the locations of facilities), 

economic planning can act by influencing the decisions to use or change 

the physical environment. 

Private decisions (e.g. developers building houses or shops, owner- 

occupiers maintaining houses, car drivers choosing routes) are made 

partly or wholly in response to financial costs and returns, on which 

economic planning can act. For example, charging a rate poundage which 

varies with the land use, or providing subsidised loans for constructing 

certain buildings in certain locations, could be used to influence the 

physical environment in a desired way. 

When buildings are provided or maintained publicly, the public author- 

ities do not have the same aims as the private developer. Nevertheless, 

public developers are not free from financial constraints; their finen- 

cial criteria may be different from those of private developers but 

they are probebly no less constraining. Therefore, economic planning, 

by changing the financial conditions, can influence the public developer
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of the physical environment just as much as the private developer. 

iii) Policies for social conditions 

Insofar as the problems in cities arise from social conditions, economic 

planning may be able to help. For example, the social conditions may 

be the result of the industrial situation - a preponderance of retired 

people because there is no industry, en wnbalenced social structure 

because of the occupations in demand: then economic vlenning can act 

Girectly on the industrial situation and thereby indirectly on the social 

conditions. Or the social conditions may be of differential migration 

encouraged by the local tax situation: for example Eversley (1972) 

suggests that the middle classes are leaving London partly because of the 

way the rating systems works there. Then economic planning can affect 

that social situation by changing the method of taxation. Or the social 

condition may be of low incomes, not due to low earings or unemploy- 

ment but to a high proportion of people dependent on welfere payments 

(retired people, disabled people, etc.). Economic planning can act. 

directly on that condition, through the level of welfare payments. 

In order to draw conclusions, let us first remind ourselves that we are 

expressing urban problems in personal terms, in terms of the unsatisfact- 

ory conditions that people experience (appendix 4 to chapter 1). Our 

question about the likely effects of economic planning becomes, there- 

fore: how can the conditions that people experience be improved by del- 

iberately changing economic variables? We heve answered: economic 

planning can affect employment conditions directly, it can affect phy- 

Sical conditions rather less directly, and it can affect social conditions 

rather indirectly.
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Local economic planning to reduce local problems 

The possible uses of economic planning have just been described - that 

is, we have described the tynes of problems which economic measures can 

tackle. Previously we explained why local problems need local measures. 

It follows, if our argument is correct, that certain local problems 

could be reduced by local economic planning. 

In order to illustrate that theoretical argument, we now give some 

examples of how local economic powers might be used. The examples are 

expressed in the ends-mean chain described in chapter l. 

i) Means : give discriminatory investment grants 

Intermediate 
variable + the amount or type of industry in the area 

Possible 
ends 3 reduce unemployment 

3 raise individual earnings, perhaps of one income 

group more than another 

give greater job security to people (e.g. security 

against the effects of individual firms or whole 

industries declining) 

give greater economic stability to the area, by 

making it more independent of national and inter- 

national economic changes 

3: offer better jobs (e.g. more suitable, more varied, 

more pleasant) to existing and to likely future 

residents 

growth, physical and economic (so that, e.g. econ- 

omie&S of scale could be exploited, better social 

facilities could be offered).



ii) 

iv) 

Means 3 

Intermediate 
variable 3 

Possible 
ends 3 

Means 3 

Intermediate 
variable 3 

Possible 
ends a 

Meens 

Intermediate 
variable + 
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provide specialised training or educational facilit- 

ies, and give appropriate grants to those being train- 

ed 

the number of people with specific skills 

a better social structure (e.g. more varied, placing 

less of a burden on welfare services) 

a labour force suitable by size and type for likely 

future jobs 

a demend sufficient to maintain historic buildings, 

special educational services, a local orchestra, etc. 

discriminatory site or property taxes 

the amount, type, or location of lend uses 

a reduction in noxious industries 

offices, shops, etc. which the area would not other- 

wise enjoy 

a land-use pattern which causes less traffic 

congestion 

a land-use pattern in which some land uses are more 

accessible (e.g. shops to housewives, open space to 

office workers). 

provision of finence at special rates for local 

building projects 

the amount, type,or location of building, rebuilding, 

and maintenance



v) 

vi) 

vii) 

Possible : 

ends 

Means : 

Intermediate 

variables : 

Possible 
ends : 

: 

Means : 

Intermediate 
variable + 

Possible 
ends : 

Means 5 
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redevelopment in an area physically obsolete 

the protection of precious areas from economic demands 

for redevelopment 

the production a maintenance of more buildings of a 

specific tyne (e.g. housing). 

levy local income taxes 

the income and expenditure of all, or specified 

types, of peovle 

savings 

personal end industrial mobility 

industrial investment 

general stimulus to the economy of the area 

stimulus to the production of a specific good or 

service 

redistribution of income or of standards of living. 

deliberately run a large deficit or surplus on the 

local government budget 

the level of investment, savings, expenditure 

(undifferentiated by type) 

reduce unemployment 

reduce local inflationary pressures. 

attract to the area appropriate industries by select- 

ive assistance, or the local authority itself set 

up appropriate industries
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Intermediate 
variables +: of all the intermediate goods and services used by 

existing local firms, a larger pronortion is prod- 

uced locally 

3 the outflow of money from local firms is reduced 

End 2 local incomes are increased. 

The uses to which local economic planning could be put are illustrated 

more fully and systematically in appendices A and B to this chapter. 

There, we take the full classification of local economic variables given in 

chapter 2, and for each class state whether or not ® power is current- 

ly available, by whom it is or could be operated, the area in which it 

is or could be applied, and so on. We distinguish between those local 

economic powers which are currently available (appendix 4) and those 

which are not but which might be useful if available (appendix 3B). By 

listing the powers systematically using a comprehensive classification 

of local economic variables, we not only give more examples of the possible 

uses of local economic planning, but also we illustraté the full scope 

of those possible uses.



local economic vlanning as an alternative to other varieties of local   

  

The examples just given above have suggested that, not only can econom- 

ic means act on problems which are immune to physical and social means, 

but also that economic means can act on many of the same problems that 

physical and social means are currently being used alleviate. That is, 

local economic planning is an alternative way of tackling some local 

problems, alternative to other varieties of local planning. 

Moreover, it is probable that some of the ends which other means are 

being used to pursue, could be pursued better by local economic planning. 

Criteria for evaluating policy instruments must contain value judgements: 

in my opinion, local economic planning would be a better meens of 

planning if it were more effective, more efficient, or less undesirable 

= 
as an application of state power. 

Some examples will help to illustrate how local economic planning could 

be used as an alternative means of planning. The examples are of alter- 

natives to local physical planning: 

- in order to retain a variety of shops, planning permission can be 

required for a change in type of retailing: alternatively, desirable 

shop types in danger of disappearing could be derated. (See West 

Midlands County Council 1976 for suggestions to use rates as a planning 

instrument.) 

- in order to protect a historic area from redevelonment, physical 

  

Peovle can be induced to behave differently by prohibition or per- 

suasion. I favour the latter. Therefore, if a policy end can be 

achieved by the carrot of financial incentives rather than by the 
stick of physical controls, that is preferable to me.



83 

change can be prohibited: alternatively cheap finance could be prov- 

ided for approved maintenance in the historic area or for development 

in other, less important, areas. 

- in order to tackle some of the problems in the inner areas of our 

big cities, housing and other amenities can be provided by physical 

planning: alternatively planning for local economic growth might en- 

able the local residents to provide “eee with those improvements. 

(That was suggested by Wright, 1969 .) 

- in order to protect households from industrial noise and fumes, 

industry and housing can be segregated by land-use zoning: alternative- 

ly, industry could be fined for emitting smoke and fumes, the level 

of the fine depending on the nearness of housing. 

- more generally, Netzer (1974, chapter 5) discusses the advantages of 

replacing the yes/no control of land use zoning with the variable 

control of taxes and subsidies on different land uses. 

In this chapter we have used theoretical arguments to explore the poss- 

ible uses to which local economic planning could be put. We have dis- 

covered that the potential is great, in that there is a wide range of 

urban problems which, it seems, local economic planning could be used 

to tackle. Moreover, it is probable that that type of plenning would 

be a better way of reducing some local problems than other, more famil- 

iar, types of planning. In chapters 5 and 7 we shall discuss ways of 

designing and organising planning agencies in such a way as to make 

local economic plenning even more useful and effective.



Appendix A to chapter 3 

Local economic powers currently available 

We have defined local economic planning as that variety of planning which 

operates by influencing directly local economic variables (chapter Pe 

A local economic power, by a consistent definition, is a power by which 

a local economic variable is directly affected. Here, and in appendix B 

to chapter 3, local economic powers are classified by the local economic 

variable affected. 

For example, the power of a local authority to employ discriminately by 

age affects directly the demand by local firms for labour specified by 

age; so that power is classified under "employment". The power of cen- 

tral government to build advance factories in assisted areas affects 

directly the supply of industrial premises; so that power is classified 

under "supply". The classification of local economic variables which is 

used for this list of local economic variables is that given in 

chapter 2. Its main classes are: 

- employment 

- prices of goods and services 

- demand for goods and services 

- supply of goods and services 

- price and availability of credit 

- methods of production 

- personal incomes 

- imports and exports 

- investment 

- savings
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Local economic planning is defined as that variety of planning which 

operates by influencing local economic variables directly, so the local 

economic powers are classified by the local economic variable directly 

affected. Occasionally, however, we depart slightly from that principle, 

as follows. 

Sometimes, the local economic variable directly affected then changes 

another local economic variable. For example, the power to grant or 

withhold planning permissions affects directly the supply of industrial 
  

premises, which then affects the demand for labour. So the demand for 

labour is affected indirectly by the power to grant or withhold planning   

permissions. When the local economic variable indirectly affected is as 

important as, or more important than, the local economic variable directl; 

affected, a separate item is show. For example, the power of a local 

authority to undertake public works affects directly the supply of (e.g.) 

roads, but may be exercised in order to affect indirectly the demand for 

labour. Sometimes, that has led to one power being included twice, once 

for its direct and once for its indirect effect. For example, the power 

of a local authority to supply industrial land is included for its dir- 

ect effect on the supply of inputs to local firms and again for its 

indirect effect on the demand for labour by local firms.



a) Employment 

ael) 

variable affected general 
directly specific 

particular 

public body which exercises the 

power : 
local area to which the power is 
applied 
power 

notes 

a.2) 

variable affected general 
directly specific 

particular 

public body which exercises the 
power 
local area to which the power 
is applied 
power 

notes 

a3) 
variable affected general 
indirectly specific 

particular 

public body which exercises 
the power 
local area to which the power 
is applied 
power 

8s 

employment 
demand by local firms for labour 
demand by local firms for labour spec- 

ified by age, sex, or skill 

district and county councils 

districts end.counties 
to employ discriminately by age, sex, 
or skill irrespective of the need 
for labour, e.g. create supernumary 
posts for school leavers 

The Sex Discrimination Act 1975 
prevent a local council employing 
discriminately by sex, however good 
its motives. 

  

employment 
demand by local firms for labour 
demand by local firms for labour 
specified by age, sex, or skill 

central government 

ad hoc areas 

to create work for specified types 

of labour in selected locations 
eg. the Manpower Services Commission 
creating jobs to help school leavers 

in areas of high unemployment 

employment 

demand by local firms for labour 

demand by local firms for building 
workers 

district and county councils 

districts and counties 
to undertake building works - i.e. a 
public works progremme



a4) 

variable affected general 
indirectly specific 

particular 

public body which exercises the 
power 

local area to which the power is 
applied 
power 

notes 

a.5) 
variable affected general 
indirectly specific 

particular 

public body which exercises 

the power 

locel area to which the 
power is applied 
power 

a.6) 
variable affected general 
indirectly specific 

particular 
public body which exercises 
the power 

local area to which the 
power is applied 

power 
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employment 

demand by local firms for labour 
demand by local firms for building 
workers : 

central government, nationalised 
industries, statutory undertakers 

ad hoc areas 

to undertake building works in sel- 
ected locations 

e€.g. government is spending £30M on 
improvements to schools and hospitals, 
in order to reduce unemployment in the 
building industry. (Cuardian 29th 
October 1975.) The buildings for 
improvement could be chosen from areas 
where unemployment is highest 

employment 

demand for labour locelly resident 
demand for labour locally resident 

central government - Dept. of Ind- 
ustry 

assisted areas 

to give a "regional employment 

premium" (e.g. £3 weekly for every 
adult male employee) to local firms 

employment 
demand for labour locally resident 
demand for labour locally resident 

central government - Dept. of 
Industry 

assisted areas, and the rest of the 
U.K. 

to attract or to prohibit new industry, 
by granting industrial development 
certificates, office development per- 
mits, by supplying land and buildings 
(see "supply"), and by giving grants 
for plant and buildings (see "price")



a.7) 
variable affected general 
indirectly specific 

particular 
public body which exercises 
the power 

local area to which the 
power is applied 
power 

notes 

a.8) 

variable affected general 
directly specific 

particular 
public body which exercises 
the power 
local area to which the 
power is applied 

power 

notes 

ae9) 
variable affected general 
indirectly specific 

particular 

public body which exercises 

the power 

local area to which the 
power is applied 

power 
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employment 

demand for labour locally resident 
demand for labour locally resident 

district and county councils 

districts and counties 
to attract new industry by providing 
housing, land, and premises (see 

"supply"), by providing finance (see 
"credit"), and by advertising the 
advantages of the local area 
The GLC and London boroughs are not 
allowed to advertise the industrial 

and commercial advantages of their 

areas - Local Government Act 1972 
S.144 

employment 

wages paid by local firms 

wages paid by local authorities 

county and district councils 

counties and districts 
to set wages and salaries paid to 

local government officer 
in practice, local authorities have 
very little scope to exercise this 
power. Pay scales are negotiated 
nationally, and rules about the pos- 
ition on the scale at which a per- 
son can be appointed are often spec- 
ified nationally (e.g. for head 
teachers it depends on the size of 
the school) 

employment 

supply of labour to local firms 
number of workers available to part- 
icular firms moving into the area 

district and county councils 

districts and counties 

to give mortgages to key workers whom 

firms moving into the area wish to 
take with them



a.10) 
variable affected general 
directly specific 

particular 

public body which exercises 
the power 

local area to which the 
power is applied 

power 

a.11) 
variable affected general 
directly specific 

particular 

public body which exercises 
the power 

local area to which the 
power is applied 

power 

a.12) 
variable affected general 
directly specific 

particular 

public body which exercises 

the power 
local area to which the 
power is applied 

power 
notes 
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employment 

supply of labour to local firms 
number of workers available to firms 
moving into an area 

central government (Dept. of Employ- 
ment) 

assisted areas 

to make grants to "key workers" 
towards the cost of moving with their 
firms when their firms move to an 

assisted area.(Help for transferred 
workers: key workers scheme) 

employment 

supply of lebour to local firms and 
supply of labour from local residents 
occupational skills of local residents 
and local workers 

central government - Dept. of 
Employment 

ad hoc local areas, particularly 
where the need is greatest 

to provide industrial training in 

Skill Centres 

employment 
supply of labour to local firms and 
supply of labour from local residents 
occupational skills of local residents 

and local workers 

local education authorities 

non-metropolitan comties and met- 
ropolitan districts 
to provide education and training 
such education and treining can be 
directed towards the wishes of the 
local residents (who may not want to 
work locally) or towards the needs 
of local firms



ae13) 
variable affected general 
indirectly specific 

particular 
public body which exercises 
the power 

local area to which the 
power is applied 

power 

notes 

b) — of goods and services 
bel 
variable affected general 
directly specific 

particular 
public body which exercises 
the power 

local area to which the 
power is applied 

power 

b.2) 
variable affected directly 

general 
specific 
particular 

public body which exercises 
the power 

local area to which the 
power is applied 

power 

notes 
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employment 

the supply of labour from local 
residents 

the supply of female labour 

non-metropolitan county councils and 
metropolitan district councils 

non-metropolitan counties and metro- 
politan districts 
to supply places for children below 
school age at nurseries 
many women who want to work are not 

able to do so because they must look 
after their children below school 
age. Providing more nursery places 

enables such women to go to work 

price 

price of input to local firms 

cost of labour 

central government - Dept. of 
Industry 

assisted areas 
to give a "regional employment 
premium" - see "employment" above 

price 

price of inputs to local firms 

cost of industrial land 

county and district councils 

counties and districts 

to offer industrial land owned by 
the council on leases of less than 7 
years at a rent below the market rate 
(Local Government Act 1972, section 
123) 
this power can be used to offer a 
subsidy to a new firm while it is 
getting established



b.3) 
variable affected general 
directly specific 

particular 

public body which exercises 
the power 

local area to which the 
power is applied 

power 

notes 

b.4) 
variable affected general 
directly specific 

particular 
public body which exercises 
the power 

local area to which the 
power is applied 
power 

b.5) 
variable affected general 

directly specific 

particular 

public body which exercises 
the power 
local area to which the 
power is applied 

power 

notes 
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price 

price of inputs to local firms 
cost of industrial plant and prem- 
ises 

central government - Department of 
Industry 

assisted areas: variation between 
special development areas, develop- 
ment areas, intermediate areas, 
Norther Ireland 
to make grants towards cost of 
industrial plant and premises,and tax 
allowances on the gross expenditure 
on such plant and premises. Also DI 
factories can be provided rent-free 
for the first 2 years for employment- 
ereating projects 
the details are available from the DI 

price 

price of inputs to local firms 
cost of reclaiming derelict land 

central government 

various areas 
to give grants to local authorities 
towards the loss incurred in reclaim- 

ing derelict land, the grant varying 

with the area (e.g. 50% normally, 100% 
in assisted areas) 

price 

prices to local firms and local 
households 

cost of property repairs and new 
building 

county and district councils 

counties and districts 
to determine the cost of property re- 
pairs and new works done by direct 
works departments of counties and 
districts 

there is a manual of accounting prin- 
ciples for direct works departments, 
issued by central government, to pre- 
vent direct works departments being 
used "uncommercially". However, the 
Chartered Institute of Public Finance 
and Accountancy and the National Fed- 
eration of Fuilding Trade Employers 
suggest that those principles are not



b.6) 
variable affected general 
directly specific 

particular : 

public body which exercises 
the power 

local area to which the 
power is applied 
power 

notes 

v.7) 
variable affected general 
directly specific 

particular 
public body which exercises 
the power 

local area to which the 
power is applied 

power 

notes 

price 
prices to local firms and local 
households 
prices of local authority trading 
services such as markets, car parking, 

swimming baths, for which fees etc. 
are charged 

local authorities, usually districts 

local authorities, usually districts 
to set the level of charges for trad- 
ing services 

if a local authority deliberately 

made big profits or losses on its tra- 

ding services, it might be challenged 
by the auditor 

price 

prices to local firms and local 
households 

prices of gas, electricity, water 

regional gas, electricity and water 
boards 

the various regions into which the 
production and distribution of gas, 

electricity and water are divided 
to set gas and electricity charges 
and water rates 

the statutory undertakers are, ult- 
imately, answerable to central govern- 
ment, which can specify the pricing 
policies. For example, if the 
charges set would result in losses, 
the statutory undertaker would need 
central government approval for borr- 

owing, and that approval might be 
withheld



b.8) 
variable affected general 
directly specific 

particular 
public body which exercises 
the power 

local area to which the 
power is applied 
power 
notes 

b.9) 
variable affected general 
indirectly specific 

particular 

public body which exercises 
the power 

local area to which the 
power is applied 

power 

. 
notes 
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price 
price of consumer commodities to 

local households 
rents of public housing 

district councils and new town 
development corporations 

districts 
to set rents of public housing 
power returned to local authorities 
after repeal of 1972 Housing Finance 
Act (but central government may limit 
rents or rent increases - Housing 
Rents and Subsidies Act, 1975, $11) 

price 
price of consumer commodities to 
local households 
cost of repairs and improvements to 

housing 

district councils 

General Improvement Area and Housing 
Action Areas within the District 
to designate GIA's and HAA's, so that 
repairs and improvements to housing 

therein qualify for government grants 
proposals for designating GIA's and 
HAA's must be approved by central 
government, which may apply limiting 
criteria over the power to designate



b.10) 
variable affected general 2 
directly specific : 

particular : 
public body which exercises 
the power : 

local area to which the 
power is applied 

power 

notes : 

e) oe for goods and services 
col 
variable affected indirectly 

general 
spetific 
particular 

public body which exercises 
the power 

local area to which the 
power is applied 

power 

notes 

price 

price of consumer commodities to 
local households 

fares on public transport 

county councils (in metropolitan 

counties, through the Passenger 
Transport Executive) 

counties 
to set the level of public transport 
fares 
if the fares set would result in a 
less being made on the service, local 

authorities are dependent on central 
government paying a grent towards that 

loss. In 1975, some local authorities 
wanted to hold dow fares for social 
reasons, but feared that a reduction 
in the central government grant would 
not enable them to do so (see Times 
15 Oct 1975). 

demand 
demand for outputs of local firms 
demand for outputs of local firms 

district, county, parish, and 
community councils 

districts, counties, and parishes 
to promote trade fairs, exhibitions, 
conferences, etc. at which the out- 
puts of local firms can be advertised 
Local Government Act 1972, S.144. An 
important example is the National 
Exhibition Centre, sponsored partly 

by Birmingham City



c.2) 
variable affected general 
indirectly specific 

particular 
public body which exercises 
the power 

local area to which the 
power is applied 

power 

notes 

€.3) 
variable affected general 
directly specific 

particular 
public body which exercises 
the power 

locel area to which the 
power is applied 

power 
notes 
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demand 
demand for outputs of local firms 
demand for outputs of local firms 

central and locel governments 

districts, counties, and assisted 
areas 
to attract new firms to the area 
(see "enployment-demand for labour 
locally resident") or to undertake 
public works in the hope that the new 

local production will use inputs from 
existing local firms 
the hope is that local inter-industry 
links will develop 

demand 

demand for inputs by local firms 

demand for labour by local firms 

demend for labour input by local 

firms is listed under "employment - 
demand by local firms for labour". 
Powers over the demand for other in- 
puts by local firms are not likely to 
be useful for local economic planning 

 



d) Supply of goods and services 
del 
variable affected general 
directly specific 

particular 

public body which exercises 
the power 

local area to which the power is 

power 

notes 

d.2) 
variable affected general 
directly specific 

particular 
public body which exercises 
the power 

local area to which the 
power is applied 

power 

notes 

96 

supply 
outputs by local firms 
"statutory" goods and services by 
public bodies 

e.g. district councils supply hous- 

ing and education 
e.g. regional boards supply gas, 

electricity, water, health services 
e.g. area offices of central govern- 
ment - DHSS, DE, DI, etc. supplying 

services 
applied 

districts, councils, ad hoc regions 
and areas, etc. 

to supply and, if specified, to 
charge for, specified goods and ser- 
vices 
these powers to supply goods and 
services are some of the most import- 
ant powers of public bodies. They 
are important mainly because they are 
supplies to local firms and households 
they will be considered as such later. 
Local public firms supply outside the 
area of production 

supply 
inputs to local firms 
supply of gas, electricity, water 

regional gas, electricity, water 
authorities, answerable to central 

government 

ad hoc regional supply areas 
to supply and to charge for gas, 
electricity and water 

the regional bodies have some auton- 
omy, and hence the supply varies 

, slightly from region to region



4.3) 
variable affected general 
directly specific 

particular 
public body which exercises 
the power 

local area to which the power 
is applied 

power 

notes 

a.4) 
variable affected general 
directly specific 

particular 
public body which exercises 
the power 

locel area to which the 
power is applied 
power 

a5) 
variable affected general 
directly specific 

particular 
public body which exercises 
the power 
local area to which the 
power is applied 

power 

9% 

supply 
inputs to local firms 
industrial land and premises 

Industrial Estate Corporation of 
England, and the Scottish and Welsh 
Development Agencies 

the "assisted areas", in particular 
the "special development areas" 
to supply and service industrial 
land and to build advance factories - 
i.e. to build speculatively in 
advance of demand. Also, to modernise 
existing industrial premises. 
this power was the first available 
for Britain's industrial location 
policy, and has been used since 1934 

supply 
inputs to local firms 
new office premises 

central government - Department of 
the Environment 

the London area only 
to withhold office development per- 

mits for new offices of more than 
15000 sq. ft. 

supply 
inputs to local firms 
new industrial premises 
central government - Department of 
Industry 

non-assisted areas 
to withhold industrial development cert- 
ificates for new industrial buildings 
of more than 12,500 sq.ft. in the 
South East, and 15,000 sq.ft. in the 
other non-assisted areas



a.6) 
variable affected general 
directly specific 

particular 

public body which exercises 
the power 
local area to which the 
power is applied 
power 

notes 

2.7) 
variable affected general 
directly specific 

particular 

public body which exercises 
the power 

local area to which the 
power is applied 
power 

notes 

4.8) 
variable affected general 
indirectly specific 

particular 

public body which exercises 
the power 

local area to which the 
power is applied 

power 

notes 
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supply 
inputs to local firms 
industrial and commercial land and 
premises 

district and county councils 

districts and counties 
to buy (by agreement) land for "the 
benefit, improvement, or development 
of their area" and to develop that 
land. Development can include ser- 
vicing the land, building new premises, 
renovating or converting existing 
buildings. 
Local Government Act 1972 S.120.Local 
Authorities (Land) Act 1963, S.2, 
To develop the land, with buildings 

or to provide services, central gov- 
ernment consent is required 

supply 
inputs to locel firms 

industrial and commercial land and 
premises 

district council (mainly) 

districts (mainly) 
to grant planning permission, with or 
without conditions, for industrial 
or commercial development 
The council can grant permissions 
generously. If it grants permissions 
ungenerously, the disappointed app- 
licant can appeal to central govern- 
ment 

supply 
inputs to local firms 

supply of existing industrial and 
commercial land and premises 

county and district councils 

counties and districts 
to undertake or to allow redevelop- 
ment schemes which affect existing 
commercial and industrial premises 
his can be very important - e.g. it 

is estimated that redevelopment in 
Lambeth will affect 300 firms occupying 
93,000 sq.metres of industriel floor- 
space (1AS/LA/7)



4.9) 
variable affected general 
directly specific 

particular 

public body which exercises 
the power 

local area to which the 
power is applied 
power 

notes 

d.10) 
variable affected general 
directly specific 

particular 

public body which exercises 
the power 

local area to which the power 
is applied 
power 

notes 
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supply 
inputs to local firms 
labour to local firms 

see under "Employment - the supply 
of labour to local firms" 

supply 
consumer commodities to local house- 
holds 
housing to local residents 

district councils 

districts 

to supply, and to charge for, pub- 
lic housing 

of the many consumer commodities 
provided by local authorities (e.g. 
housing, entertainment, environment- 

al services) housing is by far the 
most importent to tenants of such 
housing, and for other residents the 
other local authority consumer ser- 
vices are probably of little signifi- 
cance



e) Price and availability of credit 
e.1) 
variable affected general : 

directly specific : 
. particular 

public body which exercises 
the power 

local area to which the 
power is applied 
power 

notes 

e.2) 
variable affected general 

directly specific 
particular 

public body which exercises 
the power 

local area to which the power 
is applied 

power 

notes 

  

finance 
finance to local firms 
price and availability of loans to 

local firms 

ad hoc regional bodies created and 
financed by central government 

ad hoc regions 
to make loans, possibly at cheap 
rates, to certain local firms 
one example of this is the Highlands 
and Islands Development Board, fin- 
enced nationally, but with much aut- 
onomy. Another example is the 
Council for Small Industries in Rural 
Areas. Bodies recently created with 

similar powers are the Scottish Dev- 
elopment Agency (a tudget of £200M 

for 5 yrs) and the Welsh Development 
Agency. The practice could be ext- 

ended e.g. a private member's bill 
has been promoted to create regional 

development agencies in the North, 

Merseyside, and South West, similar 
to those in Wales and Scotland 
(The Guardian, 18 Dec 75) 

finance 
finance to local firms 
mortgages to local firms 

district and county councils 

district and counties 
to give a mortgage to a firm to erect 
a factory to its own design on land 
bought or leased from the authority. 
The building can be for industrial or 
commercial purposes. 
Under the Local Authorities (Land) Act 
1963, S.3 the firm must have bought 
or leased the land from the local 
authority, so as to have a security 
for the mortgage



2.3) 
variable affected general 

directly specific 
particular 

public body which exercises the 
power 

local area to which the 
power is applied 
power 

notes 

e.4) 
variable affected general 
directly specific 

particular 

public body which exercises 
the power 
local area to which the 
power is applied 

power 

notes 

10-2 

finance 
finance to local firms 
price and availability of loans to 
certain local firms 

central government - Department of 
Industry 

assisted areas 
to give loans at concessionary rates 
or interest relief grants to employ- 

ment-creating projects, and to give 

loans at commercial rates to other 
projects 
Industry Act 1972, S.7 gives wide 
powers for selective assistance. The 

normal forms of selective assistance 
are those described above 

  

finance 
finance to local households 
housing mortgages, specified by tyne 

of borrower, age of house, area of 
city 

    

district and county councils 

districts and counties, or parts 
thereof (e.g. GIA's, HAA's) 
to lend money to private persons for 
house purchase. Losns can be made 
preferentially to certain borrowers 
(e.g. with lower incomes), for cert- 
ain houses (e.g. older houses), and 

for certain areas (e.g. in GIA's or 
HAA's) 
but total amount available for local 
authority mortgages is controlled by 
central government



f) Methods of production 
f.1) 
variable affected general 

directly specific 

particular 

public body which exercises 
the power 
local area to which the 
power is applied 
power 

notes 

2) 
variable affected general 
directly specific 

particular 

public body which exercises 
the power 
local area to which the 
power is applied 

power 

£.9) 
variable affected general 
indirectly specific 

particular 
public body which exercises 

the power 
local area to which the 
power is applied 

power 

notes 
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methods of production 
methods of production by local firms 
methods of production by local auth- 

orities 

district and county councils 

districts and comties 
to choose the method of producing 
their "statutory" goods and services 
there is strong central government 
advice to local authorities on how 
to perform local functions with max 
imum efficiency, and that reduces 
the scope for local choice 

  

methods of production 
methods of production by local firms 
methods of production by local 
private firms 

district and county councils 

districts and counties 
to advise local firms on production 
methods by, e.g., an industrial 
development officer, sponsoring con- 
ferences of local firms, providing 
managerial and financial advice 

methods of production 
methods of production by local firms 

use of labour by local firms 

local and central government 

ad hoc local areas 

to provide education and training, 

in schools, skill centres, etc. 

local firms might be hindered from 
choosing a production method by the 

shortage of suitable labour: educat- 
ion and training schemes can prevent 
such a shortage



£.4) 
variable affected general 
indirectly specific 

particular 

public body which exercises 
the power 

local area to which the 
power is applied 

power 

notes 

g) Personal incomes 
Note: personal income 
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methods of production 
methods of production by local firms 
methods of production by local firms 

local authorities and central govern- 
nent 

local authority areas and assisted 
areas 
to change the relative prices (see 
"prices" above) or supply (see "supply" 
above) of local inputs in order to 
persuade local firms to change their 
production methods. 

e.g. the control over the sunply of 
land by town planning decisions 
could affect the price and availab- 
ility of land for production, and hence 
production methods. The effect is 
likely to be small 

= wages and salary 
+ transfer payments 

(welfare payments, gifts, etc.) 
+ incomes from rent, interest, profit 

g-1) 
variable affected general 

specific 

particular 

public body which exercises 

the power 
local area to which the 
power is applied 
power 
notes 

personal incomes 
personal incomes of local households 

wages received by locally resident 
labour 

see "employment" above



G62) 
variable affected general 
directly specific 

particular 

public body which exercises 
the power 

local area to which the power 

is applied 

power 

notes 

Fe) 
variable affected general 

indirectly specific 
particular 

public body which exercises 
the power 
local area to which the 
power is applied 

power 

notes 

104 

personal incomes 

personal incomes of local households 
welfare payments received by local 
households 

the personal social services - 

metropolitan district councils and 

non-metropolitan county councils 

metropolitan districts and non- 
metropolitan counties 
to help local households claim and 

receive all the welfare payments to 
which they are eligible 

the Canning Town CDP (1975) 
reports that 

"social security payments and other 
welfare benefits are more than twice 

the rate in Canning Town than the 
average for London as a whole and 
form a high proportion of personal 
incomes" a8) 

personal incomes 
personal incomes of local households 

distribution of disposable incomes 
of local households 

district councils 

districts 
to make a local rate rebate scheme 
(also the power to reduce or remit 
the payment of rates because of the 
poverty of the perscnliable to them) 
the local rate rebate scheme must not 
be less generous than the national 

statutory scheme



ge) 
variable affected general 
indirectly specific 

particular 

public body which exercises 
the power 

local area to which the 
power is applied 

power 
notes 

g-5) 
variable affected general 
indirectly specific 

particular 

public body which exercises 
the power 

local area to which the 
power is applied 

power 

notes 

personal incomes 
personal incomes of locel households 
disposable incomes of local house- 
holds 

district and county councils (dis- 
tricts are the rating authorities, 

and counties issue precepts to the 
districts) 

districts 

to set the rate poundage 

local power over the level of rates 
is fairly small: the income which a 
local authority needs to collect 

from the rates varies with the Rate 

Support Grant from central government, 
and the incidence of rating is det- 

ermined by the District Valuer. 
Hence the only power of the districts 
is over the level of expenditure 

personal incomes 
personal incomes of local households 
disposable incomes of local house- 
holds 

central government 

classes of districts (e.g. all urban, 
all rural) 

to determine the amount and distrib- 
ution of the domestic element in 
the rate support grant 
central government has not been 
explicit about how it distributes the 
money for this element of the RSG



h) Imports and exports 
hel) 
variable affected general 
directly specific 

particular 

public body which exercises 

the power 
local area to which the 
power is applied 
power 

notes 

h.2) 
variable affected general 
indirectly specific 

particular 

public body which exercises 
the power 

local area to which the 
Power is applied 
power 

notes 

n.3) 
variable affected general 
directly specific 

particular 

public body which exercises 
the power 

local area to which the 
power is applied 

power 

notes 

106 

imports and exports 
inflows of inputs to local firms 
production location of goods and 

services bought by local authorities 

district and county councils 

districts and counties 
to produce goods and services incid- 
ental to its statutory functions 

rather than buy those goods and ser- 
vices from non-local firms 
e.g. Humberside County Council is to 

open its ow book-binding dept (The 

Guardian, 22 Oct 75) to do work for 

which it previously paid outside 
suppliers 

imports and exports 

inflows of inputs to locel firms 
production location of inputs bought 
by local firms 

district and county councils 

districts and counties 
to arrange trade fairs, conferences, 
etc. in order to encourage local 
firms to buy from each other 
see also "demand for outputs of local 
firms", above 

imports and exnorts 
inflows of consumer commodities to 
local households 

production location of commodities 

bought by local households 

district and county councils 

districts and counties 
to encourage local households to buy 
local products in local shops 
if, for example, Birmingham City 
Council organised a "Buy Birmingham" 
campaign, other local authorities 
might start a trede war in rdaliation



h.4) 
variable affected general 
directly specific 

particular 
public body which exercises 
the power 

local area to which the 
power is applied 
power 

h.5) 
variable affected general 
directly specific 

particular 

public body which exercises 
the power 
local area to which the 
power is applied 
power 

h.6) 
variable affected general 
directly specific 

particular 
public body which exercises 
the power 
local area to which the 
power is applied 

power 

h.7) 
variable affected general 
directly specific 

particular 

public body which exercises 
the power 

local area to which the power 

is applied 

power 
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imports and exports 
outflows of outputs of local firms 
outflows of outputs of local firms 

see "demand for outputs of local 
firms" above 

imports and exports 
inflows and outflows of firm- 
government transfer payments 

inflows and outflows of firm- 
government transfer neyments 

central government 

assisted areas 
see "price" and "finance" above 

imports and exports 
inflows and outflows of firm- 
government transfer payments 
allowances for corporation tax 

central government 

assisted areas 
to give tax allowances on capital 
expenditure on machinery, plant, and 
industrial buildings (see "price" 
above) 

imports and exports 

inflows of money for local capital 
formation, and other loans 

loans by central government to local 
government and local firms 

see "finance" above



i) Investment 
ied) 
variable affected general 
indirectly specific 

particular 
public body which exercises 

the power 

local area to which the 
power is applied 

power 

1.2) 
variable affected general 

directly specific 

particular 

public body which exercises 
the power 
local area to which the 
power is applied 
power 
notes 

ij) Savings 

51) 
veriable affected general 

directly specific 

particular 

public body which exercises 
the power 

local area to which the 
power is applied 

power 

notes 

    

1038 

investment 
new capital formation in the local 
area 

central and local government 

assisted areas, districts and 
councils 
to give grants, loans, employment 

remia, permission for building, etc. 
(ae "employment", "supply", "price", 
"finance", "imports and exports", 
above) 

investment 

new capital formation in the local 
area 
local authority capital works prog- 
ramne 

district councils and county councils 

districts and counties 
to undertake capital works 
a local authority might want to use 

that power in order to increase 

investment generally in order to 

stimulate a miltiplier effect (see 
"employment" above). But for most 
capital works the local authority will 
want to borrow, and central government 
consent might be required for that 

savings 

savings by local government 

the size of the budgetted surp 
deficit in the local authorit; 

    

aS OF 
's finance 

  

district and county councils 

districts and counties 
to budget for a financial surplus or 
deficit 
at present, local authorities raise 
money in order to meet their spending. 
If they raised money as part of a 
local monetary policy, they might be 
checked by the auditor
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Appendix B to chapter 3 

Local economic powers not currently available, but which might be 
  

useful 

In previous appendix we have listed those powers which are currently 

available for influencing directly (or indirectly) local economic 

variables. Here we suggest some new local economic powers, which 

might be useful if created. The method of listing and classifying 

the powers is that used in the previous appendix. 

(Note: where there is no clear case for giving the new power to one 

public body or enother, the snaces for "public body which should 

exercise the power" and "local area to which the power should be 

applied" are not filled in.)



aa) Employment 

aa.l) 
variable affected general 
directly specific 

particular 

public body which should 
exercise the power 
local area to which the 
power should be applied 
power 

notes 

aa.2) 

variable affected general 
indirectly specific 

particular 

public body which should 
exercise the power 
local area to which the 
power should be applied 
power 

aa3) 
variable affected general 
directly specific 

particular 
public body which should 
exercise the power 

local area to which the 
power should be applied 
power 

notes 

aa.4) 
variable affected general 
directly specific 

particular 
public body which should 

exercise the power 

local area to which the 
power should be applied 

power 

110 

employment 
demand by local firms for labour 
demand by local firms for labour speci- 
fied by age, sex, or slill 

to require locel firms to employ certain 
types of workers (e.g. men aged 50 and 
over, 
at present, the only similar power of 
this type is that firms nationally mst 
employ a certain proportion of disabled 
workers. (See also. "methods of production") 

employment 
demand by local firms for labour 
demand for labour, discriminating by 
occupation or industry 

to levy a local income tax which fav- 
ours some industries rather than others, 
or some types of occupation rather than 
others 

employment 
demand for labour locally resident 
demand for labour locally resident 

to require local firms (including the 
local authority) to employ workers who 
live locally 
see also "imports and exports") 

employment 
wages paid by local firms 

wages paid by locel firms 

to set maximum or minimum wage rates, 

perhaps by tyne of worker (age, sex, occ- 
upetion), by local areas



  

aa.5) 
variable affected general : 

directly specific 3 

particular 
public body which should 
exercise the power . 

local area to which the 
power should be applied 2 
power : 

bb) Price of goods and services 
bb.1) 
variable affected general 
directly specific 3 

particular : 
public body which should 
exercise the pover : 

local area to which the 
power should be applied 
power 

notes 3 

bb.2) 
variable affected general t 
directly specific 2 

particular + 

public body which should 
exercise the power 

local area to which the 
power should be applied 

power 

notes 

12d 

employment 
supply of labour to local firms 
occupational skills of local workers 

to require local firms to train workers 
(e.g. to train a specified number of 

apprentices) 

price 
price of inputs to local firns 
price of inputs to local firms 

to subsidise or to levy charges on goods 
and services bought privately by local 
firms, or to produce such goods and 
services publicly (see below) and charge 
other than cost price 
at present, the only powers for doing 
that are for industrial land and premises 
and possibly for local authority trading 

services and for gas, electricity, 
water (see apeee The 1975 West Midlands 
County Council Bill asked for powers 

to produce and sell any good or service. 
If granted, that would allow the local 
authority to influence the price 

price 
price of inputs to local firms 

cost of land and/or rent for premises of 
shops, offices, bus stations, industry, 
concert halls, etc. 

local authorities 

local authority areas 
to set the price different from the market 
rate 
at present, private transactions are with- 

out subsidy or levy and are at market 
rates, public transactions are at prices 
set by the District Valuer. The only ex- 
ception is for up to 7 year leases on ind- 

ustrial land (see above » and some local 
Acts (app.5.3).1t might be possible, under 
the Community Land Act, for the local auth- 
ority to transfer lend it has acquired at 
current use value at less than the market 
development value



bb.3) 
variable affected general 
directly specific 

particular 

public body which should 
exercise the power 
local area to which the 
power should be applied 
power 

notes 

bb.4) 
variable affected general 
directly specific 

particular 

public body which should 
exercise the power 

local area to which the 
power should be applied 

power 

notes 
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price 

price of inputs to local firms 
cost of land for public and private 
housing 

to set the price different from the 
market rate 

at present, public buyersmust buy, or 
pay an appropriation charge, at market 
rate, set if necessary by the District 
Valuer. It might be possible, under the 
Community Land Act, for the local auth- 
ority to transfer lend it has acquired 
at current use value, at less than 
market development value. If the new 
power were to be used to reduce the cost 
of housing to the user, the developer 
would have to pass on to the user the 
reduced land price 

price 

price received by local firms for output 

price received by local private firms 
for outout 

to pay to local firms more for their 
products than for similar products of 
non-local firms. 
this is a form of subsidy to local firms



bb. 5) 
variable affected general 
directly specific 

particular 

public body which should 
exercise the power 
local area to which the power 
should be applied 

power 

notes 

1i3 

price 
price of consumer commodities to local 
households 

prices of consumer goods and services 
available locally 

to subsidise or levy charges on consumer 

goods and services provided privately and 
to require that the subsidy or levy be 

passed on to the consumer, or to supply 
such goods and services publicly (see 
Siow) at other than cost price, the 
subsidy or levy varying with the good or 
service 
at present, such subsidies (e.g. on bread, 
milk) or charges (e. VAT) are set 
nationally. The 1975 West Midlands County 
Council Bill asked for powers to produce 
and sell any good or service. If granted 
that would allow the local authority to 

influence the price. In the USA, states 
and city can levy a sales tax. That is 
generally wmiform on all commodi 
but it could be variable 

  
   

  

  

ec) Demand for goods and services 
ecel 
variable affected general 
directly specific 

particular 
public body which should 

exercise the vower 
local area to which the 
power should be applied 
power 

notes 

  

demand 
demand for outputs of local firms 
demand for outputs of local firms 

to require that goods and services bought 
by public bodies be produced in specified 
locations 
at present, central government can give 
a small advantage to products from the 

assisted areas - see appendix C to chapter 
2. If local authorities bought from local 
suppliers who were not also the cheapest 
suppliers, that action could be chall- 

enged by the auditor. (see also "Unports 
and exports!) 
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cc.2) 
variable affected general 2 demand 
directly specific : demand for outputs of local firms 

particular : demand for outputs of local firms 
public body which should 
exercise the power SPU G tow ibe en nls te: pu 3) 20) iw wills cerca) ve 
local area to which the 

power should be applied 

  

power to require that goods and services 

bought by private firms be produced in 

specified locations 
notes : (see also "imports and exports") 

ec.3) 

variable affected general : demand 
indirectly specific : demand for outputs of local firms 

particular : demand for outputs of local firms 
public body which should 
exercise the power TD vhe tn ney «ever sl es 6s 6 66 Sie wo © 8 
local area to which the 
power should be applied Rite o\rentely ates, Pele tedrel ello) es! Ss Aces) voles te 
power 3: to supply land and buildings or finance 

to new industry discriminately by 
industry 

notes : the aim would be to attract specific 
types of industry which would make close 
links with existing industry so as to 
create an industrial complex 

eck) 
variable affected general 3: demand 
indirectly specific 2 demand for consumer commodities by 

local households 

particular : demand for local services (e.g. shops, 
entertainment, building maintenance) 

public body which should 
exercise the power Sours siete sik sRemisd < usc ville ois (sls, eee (es 
local area to which the 

power should be applied 

power to affect personal incomes (see "personal 
incomes") in order to affect the demand 

for consumer services provided by local 
services 

notes : probably most consumer services used by 
local households will be provided by 
local firms 

da) Supply of goods and services 
dd.1) 
variable affected general 3 supply 
indirectly specific * supply of outputs by local firms 

particular industrial composition of the output of 
local firms 

public body which should 
exercise the power 
local area to which the 
power should be arplied 
power to levy a local income tax which favours 

some industries rather than others



  

dd.2) 
variable affected general 
directly specific 

particular 

public body which should 
exercise the power 
local area to which the 
power should be applied 
power 

notes 

dd.3) 
variable affected general 
directly specific 

particular 

public body which should 

exercise the power 

local area to which the 

power should be applied 
power 

notes 

supply 
outputs by local firms 
goods and services by private firms 

to encourage or to require private firms 
to supply specified goods and services, 
or prohibit the same 
at present, public bodies can do no more 
than change some of the conditions, 
within certain limits, which influence 
private production - e the supply of 
statutory services, serviced land, ete 

  

supply 

outputs by local firms 
"non-statutory" goods and services by 
public bodies 

to supply goods and services not specif- 

ied by statute and not incidental to 
statutory functions 

& corporation may do things which are 
incidental to performing its statutory 

functions (e.g. a local authority can 

set up a printing department to print its 
own publications) but not to do general 
commercial work (see Cross C.A., 1975, 
chap.1). That limits severely what it 
may supply. It is this power for which 
the 1975 West Midland County Council Bill 
asked



  

dd.4) 
variable affected general 

indirectly specific 

particular 

public body which should 

exercise the power 

local area to which the 
power should be applied 

power 

notes 

dd.5) 
variable affected general 
indirectly specific 

particular 
public body which should 
exercise the power 
local area to which the 
power should be applied 
power 
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supply 
outputs by local firms 

uses of existing buildings end types of 
new building supplied 

it-might be useful to be able to influe- 

nee this in quite small areas (e.g. 

parts of a tow) 

to vary the rates paid by heraditaments, 
according to part of tom 

at present, rateable values and derating 

are determined and applied nationally 
(vy the D.V.). This new power would be 
useful mainly to influence supplies to 
local firms and households. local auth- 
orities do have an optional power, however, 
to levy rates on empty buildings in order 
to bring them into productive use 

supply 
supply of outputs by local firms 
supply of outputs by local firms 

to carry out research on products, prod- 
uction processes, and markets important 

to local industries, to help those locel 
industries to grow



da.6) 
variable affected general 
directly specific 

particular 

public body which should 
exercise the power 
local area to which the 
power should be applied 
power 

notes 

ae 

supply 
inputs to local firms 
supply of industrial or commercial 
premises or land discriminately by 
industry 

to supply premises and land to, or to 
withhold supply from, certain specified 
industries 
such a power could be used to change the 

industrial structure of an area e.g. to 
diversify the industrial base, to build 

up an industrial complex. At present 
local authorities have power to supply 

land and premises: if they used that 
power to supply discrimineately by industry 

they might be challenged. If a local 
authority used its development control 

powers to withhold permission from cer- 

tain industries for non-environmental 

reasons, it would almost certainly be 
challenged 

ee) Price end availability of credit 
ee.1) 
variable affected general : 
directly specific : 

$ particular 

public body which should 
exercise the power 

local area to which the power 
should be applied 
power 

notes 

  

finance 

finence to local firms 
loans to local authorities for capital 
purchases 

central government 

districts and county 
to grant or withhold loan sanction when 
local authorities request it, depending 
on local economic conditions 

at present, the vower is used to ensure 
compliance with national technical 
standards and to regulate the total amount 
of local authority spending. The power 
could be used also to encourage public 
spending in some areas and to restrict 

it in others



ee.2) 
variable affected general 
directly specific 

particular 

public body which shovld 
exercise the power 
local area to which the 

power should be applied 
power 

notes 

ee.3) 

variable affected seneral 
directly specific 

particular 
public body which should 
exercise the power 

locel area to which the 
power should-be applied 
power 

notes 

ee.4) 
variable affected general 
directly specific 

particular 
public body which should 

exercise the power 
local area to which the 
power should be applied 
power 
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finance 
finance to local firms 
price and availability of loans to local 
firms 

local authorities 

local authority areas 

to make loans, possibly at cheap rates, 

to local firms. It could be for certain 
types of investment only (e.g. job 

creating or job saving) 
at present, that power is held by central 
government only (which uses it sparingly), 

apart from the limited powers of local 

authorities to give industrial mortgages 
(see above). Some local authorities 

have acquired the power by local Acts - 
see appendix C to chavter 4 

finance 
finance to local firms 
price of loans to local authorities 

central government 

selected local authority areas 
to lend money to local authorities at 
favourable rates 
at present, central government can give 
or refuse loan sanction to local govern- 
ments (see above), but cannot vary the 
price of loans 

finance 
finance to local firms 
availability of loans to local firms 

to require local banks to lend to 

local firms a minimum proportion of 
local deposits. It could be for certain 

types of investment only (e.g. job 

creating)



  

ee.5) 

variable affected general 
directly specific 

particular 

public body which should 
exercise the power 

local area to which the 

power should be applied 
power 

ee.6) 
variable affected general 
directly specific 

particular 

public body which should 
exercise the power 

local area to which the power 
should be applied 
power 

notes 

ff) Methods of production 

ff.1) 
variable affected general 
indirectly specific 

particular 
public body which should 
exercise the power 

local area to which the 

power should be applied 
power 
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finance 

finance to local households 

availability of housing mortgages to 
local households 

to require local banks and building soc- 

ieties to lend for mortgages on local 

houses a minimum proportion of local 
deposits. 

finance 

finance to local households 
availability of loans for house purchase 
and maintenance to local households 

local authorities 

parts of local authority areas 
to require local banks and building soc- 
ieties to make a certain proportion of 
their housing loans to houses in certain 
areas 
the aim would be to direct money for 
house maintenance into certain parts of 
a@ city, as a local authority can do at 
present with its ow mortgages and grants 
see above) 

methods of production 
methods of production by local firms 
methods of production by local firms 

to require local firms to give advance 

notice of changes in production methods 
which would require fewer workers



f£<.2) 
variable affected general 
directly specific 

particular 
public body which should 

exercise the power 

local area to which the 
power should be applied 

power 

notes 

f.3) 
variable affected general 
indirectly specific 

particular 

public body which should 
exercise the power 

local area to which the 
power should be epplied 
power 

notes 

fr.4) 
variable affected general 
directly specific 

particular 
public body which should 
exercise the power 

local area to which 
the power should be applied 
power 

notes 
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methods 
methods 

methods 

of 
of 

of 

production 
production by local firms 
production by local firms 

to give grants to local firms to enable 
them to adopt different production metn- 
ods (for example, higher labour product- 
ivity) 
that power has been exercised by central 
government for particular industries for 
particular periods e.s. for restructur- 
ing the textile industry, in the 1950's, 
e.g. for agriculture, now 

methods of production 
methods of production 
methods of production 
firms 

by local firms 
by local private 

to set up establishments as demonstrat- 
ion projects, to be a model to other 
local firms 
that method was used most effectively by 
Tennessee Valley Authority - see 
Lilienthal (1944) 

methods of production 
methods of production by local firms 
methods of production by local firms 

to prohibit or require specified prod- 
uction methods in local firms 
at present, the Factory Inspectorate has 
some powers to do that, but applicable 
nationally not locally, and for safety 
reasons only



  

ff.5) 
variable affected general 
indirectly specific 

particular 
public body which should 
exercise the power 
local area to which the 

power should be applied 

power 

notes 

gg) Personal incomes 
Note: personal income = wages 

(welfare payments, gif 
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methods of production 

methods of production by local firms 

methods of production by local firms 

to change the relative prices (see 
"prices" above) or supply (see "supply" 
above) of local inputs in order to per- 
suade local firms to change their prod- 
uction methods 
@.g- a local minimum waze law would 
probably cause some local firms to use 
labour more productively 

and salaries 
+ transfer payments 

8, etc.)   ce   

+ incomes from rent, interest, profit 

gg.1) 
variable affected general 
directly specific 

particular 

public body which should 
exercise the power 

local area to which the 
power should be applied 
power 

eg.2) 
variable affected general 

directly specific 

particular 

public body which should 

exercise the power 

local area to which the 
power should be applied 
power 

notes 

personal incomes 

personal incomes of local households 

wages received by locally resident 
labour 

see "employment", above 

personal incomes 

personal incomes of local households 
the distribution of personal incomes 
between local households 

Gaede wnleng a Toate bre eee sy shksl st Sue 6) 
to operate a system of welfare payments, 
which favour some households rather 
than others 

this is a local power available to local 
governments in the USA



  

eg-3) 
variable affected general 
directly specific 

particular 

public body which should 
exercise the power 

local area to which the 
power should be applied 
power 

eg-4) 
variable affected general 
directly svecific 

particular 

public body which should 
exercise the power 

local area to which the 

power should be applied 
power 

notes 

eg-5) 
variable affected general 
directly specific 

particular 
public body which should 
exercise the power 
local area to which the 
power should be applied 
power 

notes 
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personal incomes 

personal incomes of local households 
the distribution of personal incomes 

between local households 

local or regional authorities 

local authority areas or regions 

to levy a local income tax which favours 
some households rather than others 

personal incomes 

personal incomes of local households 
maintenance payments received by local 
households 

to vary unemployment pay and pay while 

attending government training centres by 

area, the variation depending on local 
employment conditions 

at present, the only comparable power is 

to vary the period during which full 
unemployment pay is vaid according to 
the local employment conditions 

personal incomes 

personal incomes of local households 
income taxes paid by local households 

central government - the Inland Revenue 

to vary income tax rates according to 

the economic conditions of the area of 
residence 

at present, income tax rates vary acc- 
ording to the properties of the tax 
payer



  

hh) 
hh.1) 
variable affected 

directly 

imports and exvorts 

general 
specific 

particular 

public body which should 

exercise the power 

local area to which the 

power should be applied 
power 

notes 

hh.2) 
variable affected general 

indirectly specific 

particular 

public body which should 
exercise the power 
local area to which the 
power should be applied 
power 

hh.3) 
variable affected general 
directly specific 

particular 

public body which should 

exercise the power 

local area to which the 

power should be applied 
power 

hh. 4) 
variable affected general 

directly specific 

particular 

public body which should 

exercise the power 
local area to which the 
power should be applied 
power 

notes 
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imports and exports 

inflows of inputs to local firms 

production location of inputs bought 

by local authorities 

local authorities 

local authority areas 
to purchase supplies, discriminating by 

where the supplies are produced 

see also "demand for outputs of local 

firms", above 

imports and exports 

inflows of inputs to local firms and 
consumer commodities to local households 
producticn location of goods and services 
demandedlocally 

to produce locally goods end services 
which are demanded locally but not 
otherwise supplied locally - see "supply" 
above 

imports and 
outflows of 

outflows of 

exports 

outputs of local firms 

outputs of local firms 

see "demand 
above 

for outputs of local firms" 

imports and 
outflows of 

residential 
employed by 

exports 

wages paid by local firms 

location of workers 
local firms 

to require local firns (including the 
local authority) to employ workers who 
live locally 

see "demend for labour locally resident" 
ahove



  

h.5) 
variable affected general 
directly specific 

particular 
public body which should 
exercise the power 

local area to which the 
power should be applied 
power 

notes 

hh.6) 
variable affected general 
directly specific 

particular 

public body which should 

exercise the power 

local area to which the 
power should be applied 

power 

notes 

bh.7) 
variable affected general 

directly specific 

particular: 

public body which should 
exercise the power 
locel area to which the 
power should be applied 

power 

notes 
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imports and exports 
outflows of rent, interest, profit paid 
by local firms 
outflows of rent paid for local land 

to own all local land, so that lend 
rents remain in the area 
the Community Land Act will result, in 
time, in the local authority owning all 

development land in the area. Fut that 
is likely to be only a small fraction 
of all land in the area 

imports and exports 
outflows of rent, interest, profit paid 

by local firms 

location of owmers (equity shareholders) 
of local firms 

to require that a minimum proportion of 
the equity of a local firm be held by 

local residents 
Some countries exercise an equivalent 

control over foreign holdings in national 
firms 

imports and exports 
inflows and outflows of inter-government 
transfer payments 
grants and subsidies from central to 
local governments 

central government 

districts end counties 
to make grants to local authorities 
depend upon the economic condition of 
the authorities 

at present, specific grants depend upon 
the particular schemes, according to a 
national formula (e.g. council house 

subsidies); general grants depend upon 
the needs and resources of the local 

authorities (the RSG) but are not sens- 

itive to local economic conditions



  

hh.8) 
variable affected general 
directly specific 

particular 

public body which should 

exercise the power 
local area to which the 

power should be applied 

power 

hh.9) 
variable affected general 

directly specific 

particular 

publie body which should 
exercise the power 

local area to which the power 
should be epplied 
power 

hh.10) 
variable affected general 
indirectly specific 

particular 

public body which should 
exercise the power 
local area to which the 
power should be applied 
power 

notes 

e w t 

imports and exports 
inflows and outflows of person- 

government transfer payments 
personal income taxes paid to central 

government 

central government 

to vary income tax rates by area - see 

"personal income" above 

imports and exports 
inflows and outflows of firm-government 

transfer payments 
rate of corporation tax 

central government 

to vary the rate of corporation tax 
according to the location of the firm 

imports and exports 
inflows and outflows of money for cap- 
ital formation and other loens 
location of borrowers from local banks 
and building societies 

to require that local banks and building 
societies lend for mortgages on local 

houses, or lend to local firms, a minimum 
proportion of local deposits 

see "finance" above. For example, the 
Birmingham Municipal Bank (see its "Res- 

ulations") can take deposits from people 

living anywhere, but can give mortgages 

only for property within and around 
Birmingham



  

hhel1) 
variable affected general 
directly specific 

particular : 

public body which should 

exercise the power 

local area to which the 

power should be applied 

power 

ii) Investment 
ii.1) 
variable affected general 
indirectly specific 

particular 

public body which should 
exercise the power 
local area to which the 
power should be applied 

power 

notes 

41.2) 
variable affected general 
directly specific 

particular 

public body which should 
exercise the power 

local area to which the 
power should be applied 
power 

notes 
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imports and exvorts 

outflows of money for non-local capital 
formation and other loans 

the proportion of local savings that is 
invested locally 

to require local households and local 

firms to invest a minimum proportion of 
their savings in local firms 

investment 
new capital formation in the locel area 
investment locally by local firms or 
households 

local authorities or regional councils 

local authority area or regions 
to levy a local income tax which favours 

investment locally (possibly discrimin- 
ating by type of investment) by local 
firms and households 

e-g- local firms could be given generous 

depreciation allowances e.g. local house- 
holds could be given tax relief on inter- 
est payments for house improvements 

investment 
new capital formation in the locel area 
investment plens of private firms 

to require that all private industrial 
investment proposals be submitted for 

government approval 

at present, all private investment prop- 
osals for new buildings must be so sub- 
mitted (for planning permission). That 

could be extended to proposals for all 
investment



  

i163) 
variable affected general 
directly specific 

particular 

public body which should 

exercise the power 

local area to which the 
power should be applied 
power 

notes 

ii.4) 
variable affected general 

indirectly specific 

particular 
public body which should 
exercise the power 

local area to which the power 
should be applied 

power 

ii.5) 
variable affected general 
indirectly specific 

particular 
public body which should 

exercise the power 

local area to which the 

power should be applied 
power 

notes 

33) Savines 

jie1) 
variable affected general 
directly specific 

particular 
public body which shoud 

exercise the power 

local area to which the 

power should be applied 
power 
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investment 

new capital formation in the local area 

new capital formation in the local area 

by firms and households 

to require that local firms and local 
firms invest a minimum proportion of 

their savings in local firms 
see above "imports and exports" 

investment 

new capital formation in the local area 
new capital formation in the local area 

to give grants, loans, permissions for 
building discriminately by area (see 
"supply", "price'', "finance", above) 

investment 
new capital formation in the local area 
investment by local small firms 

central government 

to give tax relief to small firms in 
specified areas so as to encourage 
investment 

the West Midlands Economic Planning 
Council has asked that this relief be 
given to the West Midlands (the Guardian 
8 Jan 76) 

savings 
savings by local firms and local households 
savings by local firms and local households 

to require that local firms and local 
households save a certain proportion of 
their incomes
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The difficulty in proving a need for local economic planning 

In chapter 3 we argued that local economic planning would be an effect- 

ive way of tackling many urban problems. It is the purpose of this 

chapter to explore a more extreme argument - that a more extensive use 

of local economic planning is needed in order to reduce urban problems. 

That is an argument which should be very carefully and critically 

explored, for a society should not (in ny opinion) create new public 

powers and new forms of public intervention unless they are clearly 

necessary. 

i) In order to show that more extensive local economic plenning is 

necessary, we are required to make the following four-stage argument: 

- that certain urban problems are experienced to an extent which is 

publicly intolerable 

- that the reason for the persistence of those problems is that existing 

forms of planning are either incapable of tackling the problems effect- 

ively, or incapable of doing so without wmacceptable side-effects 

- that those problems could be tackled effectively and without unaccept- 

able side-effects, by local economic planning 

- that no other new form of planning could tackle those problems as 

effectively or with fewer undesirable side-effects. 

The first stage of that argument is not difficult to make; for it dep- 

ends on what we think is publicly intolerable, or what we think should 

be publicly intolerable. The third stage we have made above, in 

chapter 3, but only with arguments from theory, not from the experience 

of practice. The second and fourth stages, however, are very difficult 

to sustain. We now examine them.
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ii) The second stage of the argument is that intolerable problems are 

experienced in our cities because existing forms of planning are incap- 

able of tackling the problems effectively, or incapable of doing so 

without unacceptable side-effects. In order to supnort that arsument 

we must prove the following three statements: 

2i<4) - that the reason for the continued existence of urban problems 

is not the absence of the necessary political will and accompanying 

resources to tackle the problems. 

It is not difficult to produce evidence of political interest in urban 

problems. For example, Eddison (1973, ».145) says, "The fact that 

within four years of each other three major government committees and 

two Royal Commissions reported on various aspects of the wey local govern- 

ment works is evidence enough of a concern over a longer period about 

the shortcomings in local government's approach to fulfilling its 

obligations". However that evidence is a long way short of proof that 

politicians and their advisors have been assiduously using every means 

at their disposal to reduce urban problems. 

ii.ii) - that the reason for the continued existence of urban problems 

is not that they are the product of too much government intervention in 

the workings of the free market. 

It is not difficult, in my opinion, to refute the statement that urban 

problems are the product of government intervention. There are three 

reasons for rejecting it, and they are stated in appendix A to this 

chapter. 

tii.iii) - that the sole reason for the persistence of urban problems 

is that existing forms of planning are incepable of tackling them
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effectively, or incapable of doing so without unacceptable side-effects. 

One version of that statement is that urban problems are a manifestation 

of structural class conflict, so that no form of planning within the 

Welfare State can do anything but soothe some of the irritations of the 

conflict. The main reason for considering this particular statement is 

that it is argued strongly by. many of the, Community Development Project 

teams. For example, Birmingham CDP (1975, p.36) concludes, "Only the 

  

workers in industry can solve the problems which face them. They alone 

  

can escape from the shackles vlaced on production by a system of pri- 

vate owmership ... the private owners of industry have failed to guar- 

antee efficient production, jobs and even decent living conditions. I+ 

is time their workers began to consider the alternatives." Coventry 

CDP (1975, p.66) says, "... it is futile to try to tackle the situation 

simply by minor adjustments to, or re-arrangements in, the managerial, 

organisational, or technical apveratus of the Welfare State. As the 

root causes of the problem operate largely outside existing democratic 

control, they cannot be dealt with by tinkering with techmical 

procedurese.e" 

That version of the statement can be refuted by showing that one of its 

logical consequences is false, the consequence that urban problems cen 

never be effectively tackled by adjusting Welfare State legislation. 

The refutation is in appendix B to this chapter. 

The refutation of that particular neo-Marxist position still leaves 

us, however, with the general form of the statement - that the sole 

reason for the persistence of urban problems is that existing forms of 

planning are incapable of tackling them effectively, or incapable of



doing so without unacceptable side-effects. In order to prove that 

statement we need to examine the limitations, as suggested by theory 

and as tested practically, of every existing form of planning applied in 

every possible combination. The theoretical investigation is too long 

and difficult to be appropriate for this thesis, and the practical 

experience is too incomplete for adequate testing. 

We can give theoreticel arguments which suggest that some existing forms 

of planning are limited in their effects. We can give practical examples 

which suggest that new combinations of existing forms of planning will 

not be panaceas. We can give theoretical arguments of the desirability 

of increasing the variety of forms of planning. We can give practical 

examples of how local authorities have felt so limited by the existing 

forms of planning that they have sought and obtained new powers for new 

forms of locel planning. We can give all those arguments and examples, 

and we do give them later in this chapter. However, although they 

support the general statement thet the continued existence of urban 

problems is caused solely by the inherent limitations of existing forms 

of planning, they do not prove it. We have to leave the general state- 

ment "not proven". 

iii) The fourth and final stege of the argument that local economic 

planning is needed is that no other form of planning could tackle the 

continuing urban problems as effectively as local economic planning 

could, or with fewer undesirable side-effects. In order to make that 

argument we would have to investigate and compare the predicted effects 

of applying all possible forms of urban plenning. That huge task 

cannot be attempted here.
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We have to conclude that we cannot establish that there is a need for 

more local economic planning. Instead, we now go on to give four 

indications that existing forms of planning are limited to en undesir- 

able extent, and that wider use of local economic planning could remove 

some of those limitations. The four indications are the limitetions in 

theory of vhysical planning, the limitations of co-ordinated planning, 

the need for variety in public policy instruments, end the desire of 

some locél authorities to extend their practice of local economic 

planning.
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The limitations in theory of physical planning 

Physical planning, as defined earlier, is planning which makes direct 

changes to the physical environment as the means of achieving desired 

ends. The questions that need answering here are: how does physical 

planning work? What is the causal relationship between the means and 

the ends? By investigating that relationship, we can derive from theory 

predictions about the types of ends we would expect to be achievable 

(and what types of ends would not be achievable) by physical plenning. 

To help us to answer the question about the relationship between means 

and ends, we remind ourselves that we are approaching social problems 

by expressing them in terms of problems affecting people (see appendix 

A to chapter 1). Now we can rephrase the question as: what are the 

causal relationships between a person's problems and the physical 

environment? 

To answer that, we find it helpful to use economic ideas to distinguish 

between three ways in which people use the physical environment - as a 

consumer good, as a producer good, and as the physical setting for 

personal relationships. We can now proceed to answer the question in 

three parts. Then a fourth and final part is added. 

i) The physical environment as a consumer good 

When a person lives in a house, relaxes in his garden, enjoys a bracing 

walk in the park, groans at a particularly ugly building, is inconven- 

ienced by the layout of the local shopping centre, that verson is 

"consuming" the physical environment. The jargon is from economics? it 

meens that the nhysical environment is being used directly, it is valued 

or deplored for itself. In more jargon, it is a "final" good, the use
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of which gives "consumer satisfaction" or "utility". 

The physical environment as a consumer good may be poor, causing vrob- 

lems or dissatisfaction to the people using it. If the physical envir- 

onment falls below a quality or standard which has been publicly set as 

the minimum acceptable, the resulting personal problems are the concern 

of a planning authority. Examples are houses with no running water, 

shopping streets on which there are many accidents to pedestrians, eye- 

sores in national parks, unhealthy noise and fumes at the kerbside of 

motor roads. 

When the physical environment is used as a consumer good, the causal 

relationship between problems and the physical environment is clear end 

direct. As a result, it is fairly clear how physical planning could 

work to alleviate the problem: it needs to improve the physical environ- 

x 
ment. 

There is, however, an important consideration which should not be over- 

looked (although it often is). Fecause we are expressing ends in terms 

of personal problems we cannot ignore the question: whose problem? and 

the related question: will the planning solve the problem of the person 

whom we want to help? Talking of physical planning when the physical 

environment is used as a consumer good, we face the question: will the 

improved physical environment be enjoyed by those who were previously 

suffering the poor physical environment? In other words, we cannot ig- 

nore the questions of distribution. 

It is very easy to overlook auestions of distribution in this type of 

  

es Incidentally, we can now give a meaning to the term "a physical 
end" used in chapter 1. We can use it to refer to a case where the 
physical environment as a consumer good is unsatisfactory.
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planning. The physical environment is valued for itself, so it is easy 

to think that, by making a bad physical environment better, the problem 

has been solved. For example, the house improvement grants available 

under the 1969 Housing Act have been used in some narts of London to 

improve dwellings to a standard which the previous tenants could no 

longer afford (see, @.g., Community Action, 1972): yet even when faced 

with this evidence, the then Minister of Housing refused to be perturbed 

by it, maintaining "Improvement is the name of the game" (Counter Inform 

x 
ation Service, undated, p.41). 

Moreover, the powers for vhysical planning may not be able to ensure 

that the improved physical environment is enjoyed by those for whom it 

was improved. For example, the Panel of Inquiry into the Greater 

London Development Plen (1973) distinguished two basic housing problems 

in London - the condition of the stock, and the question of tenure end 

allocation (para 6.18). It recommended a physical planning policy to 

improve the condition of the housing stock (para 6.52), but admitted 

that that policy would not solve the problem of tenure and allocation 

(para 6.53): to do that the Panel had to recommend that central govern- 

ment make legislative and administrative chances (para 6.110). 

In summary, we can say that when the physical environment is used as a 

consumer good and there are problems because the physical environment 

is inadequate in that respect, physical planning can tackle the problem 

  

* With housing, there is a theory that the required distributional 
effects may be achieved automatically. That is the theory of the 
"filtering" process, whereby benefits from the provision of good 
housing filter down to those in bad housing, as people moving into 
the good housing vacate slightly poorer housing, thus starting a 
chain-reaction. A recent empirical study in Scotland (Watson, C.J., 
1973) shows that that does happen slowly, but that it is not an 
efficient way of helping those in housing need.
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@irectly by improving the physical environment; but physical planning 

may not be able to ensure the desired allocation of that improvement. 

ii) The physical environment as a producer good 

Most people do not derive any satisfaction directly from a factory: it 

might be beautiful or ugly, but otherwise it is neither velued nor 

deplored for itself. ‘he only value which the factory has is indirect: 

by its use, shoes are produced and peoeis value shoes directly, or the 

factory provides a job for a worker. The factory is called a "producer 

good": its value lies in the contribution it makes to the production 

of consumer goods or services or to personal incomes. Similarly, a 

shop is valued because it helps the shopkeeper to produce retailing 

services, a school helps people to learm, roads help people to travel: 

shops, schools, roads are all examples of producer goods. 

We are concerned with ends which are expressible es personal problems, 

so we went to look at shortcomings in consumer goods and services or 

in personal incomes. Consumer goods and services are provided with the 

help of the physical environment as a producer good: what can be 

achieved by changing the producer sood? 

The answer is: possibly nothing at all! If the sole reason why the 

consumer good or service is not provided adequately is that the physical 

environment is hindering its production, then changing the physical 

environment can remove the hindrance and allow the adequate production 

of the consumer good or service. In that case, physical planning can 

help to alleviate personal problems. if there are other reasons why 

the consumer good or service is inadequate (e.g. shortage of other 

inputs), physical planning can do nothing to help.
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That conclusion can be expressed in a number of ways. The physical 

environment is a facilitator, which makes possible the provision of a 

consu 

  

er commodity. ‘The physical environment is a necessary but not a 

sufficient condition for the commodity to be satisfactorily provided. 

All that physical planning Pert do is to remove obstacles: it can clear 

the path for the horse to get to the water, but if the horse is not 

thirsty it will not use the path, let aicre drink the water. Let us 

continue the equine metaphor: Lomes (1975) likens the attempt to use 

structure planning (one application of physical planning) to promote 

economic development to "trying to win the Derby on a donkey". E ying y 

Tf that is not understood, physical plenning may be given impossible 

tasks to do. The Greater London Development Plan was strongly critic- 

ised by the Panel of Inquiry for making that mistake. We shall quote 

from its Report (GLDP, 1973). 

On the attempt of the GLDP to influence the quantity and quality of 

jobs by physical planning, the Panel says: "We are driven, therefore, 

to the view that the local (tow and country) planning authority can, 

within its area, over the long term, influence only marginally the 

tendency of employment to contract, alter, or retain its nature. I+ 

can somewhat more effectively exercise, or fail to exercise, its powers 

to inhibit expansion, but even here, the power of the market renders 

less than perfect the ability of the authority to check it consistently 
" 

in the long term. (para Bue) 

  

ee It should be said that many industrialists would argue that the vow- 
ers of physical planning to inhibit expansion are stronger than 
expressed here. See, for example, the argument that IDC control 
killing industrial expension in the West dlends (West iia 
1971). 
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The GLDP hoped not only to influence jobs through physical planning but 

also, thereby and in conjunction with physical controls over housing, 

to influence the population of London. About that, the Panel says: 

"In comparison with these factors (i.e. national habits affecting 

fertility and migration) indeed the influence that the local planning 

authority can actually exercise in London on the size, distribution, 

and composition of population is insignificant ... the number of houses 

or jobs available in an area the size of London acts only in a partial 

and not very predictable manner on population itself over a very long 

time span" (vara 4,2). 

The argument that physical planning is thus limited is substantiated 

with meny examples in the Panel of Inquiry's chapter on employment. 

The GLDP had eight employment aims which it wanted to try to achieve by 

physica! planning. The report of the Panel of Inquiry exemines each of 

those aims carefully: we look at three of them in appendix C to this 

chapter. 

_iIn cases where the physical environment is used as a producer goed, it 

is not possible for physical planning to operate actively to make des-— 

irable things happen: all it can do is to operate nassively by inhibit- 

ing the conditions necessary for undesirable things, or allowing the 

conditions necessary for desirable things. In the examples above, the 

GLDP was trying to use physical planning actively. The Panel's critic- 

ism shows the limitations of physical planning when the physical 

  

environment is being used as a producer sood. 

iii) The physical environment as the setting for personal relationships. 

This is the third way in which we use the physical environment - as the
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physical surroundings in which we live and move and have our mundane 

being, in which we telk (or do not talk) to our neighbours, in which our 

children walk to school collecting their friends as they go along, in 

which we greet passers-by as we take the dog for a walk. Are there any 

causal connections between the physical environment used in this way 

and personal problems? For exemple, is the physical environment the 

cause in any way of loneliness in a new housing estate, of anomie in 

the centres of big cities, of vandalism or mugging? That question must 

be answered before physical planning is set to work to solve such prob- 

lems. 

All the evidence suggests that physical environment is a facilitator 

in this use too. For example, if neople are lonely becanse the phys- 

ical design of the housing estate mak 

  

it difficult to meet neighbours. 

  

then physical planning can redesign the estate in such a way that 

meeting is easier and, in that way, help to reduce loneliness. But if 

people are lonely because they have nothing in common with their neigh— 

bours, redesigning the housing estate will have no effect on loneliness. 

The conflicting theory, the theory that the physical environment can 

influence actively personal relationships, is called "physical deter- 

minism". It was first tested empirically (and found wanting) by 

Kuper (1953). (For a review of the literature see Lee, 1971, and fora 

critical discussion see Broady, 1968.) A particularly extreme applic- 

ation of the theory is made by Crosby (1965) in an argument for redevel- 

opment on a large scale. "It is only by an achievement on the scale of 

Regent's Park that an environment of sufficient power is created to 

change the community's way of life. There is no doubt that these places 

(Crosby mentions Edinburgh New Towm, Bath, and Bloomsbury) exerted a
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profoundly civilising effect on their inhabitants, and they still do so 

- sophisticated sins, but no vulgar brawling" (p.83). 

Some more examples of the physical environment as the facilitator (or 

enabler) of personal relationships will be given briefly. Jacobs (1965) 

points out that a city is built on trust, that frequented and over-looked 

pavements enable that trust to grow, and that planning to get people 

“off the streets" causes trust to evaporate: but if people live in fear ~ 

of their neighbours, they will not use pavements however well designed. 

Newman (1972) cleims that housing designed so that the circulation 

spaces are privately "defensible" provides the conditions which inhibit 

vandalism or mugging: but if the residents are well-behaved for other 

reasons, indefensible snaces will not tempt them to crime. Herend 

(1968) shows that attempts have failed to attract into new tows a 

population with a "balanced social structure" by providing a variety of 

house types? Willmott has shown (1963) that where there has been no 

variety of house types there has resulted an unbalanced social struct- 

ure. 

So physicel planning is limited in those cases too: it can inhibit 

things heppending and can remove hindrances to things happending but it 
x 

cannot cause things to happen. 

  

* Both when the physical environment is used as a producer good and 
when it is the setting for personal relationships it is a facilitator. 
The limitations which that imposes on physical planning are slowly 
being recognised. It might be that recognition which has caused some 
recent writers to claim that the aim of physical vlanning should be 
to remove obstacles to personal freedom (e.g. Donnison 1972, Milton 
Keynes Development Corporation 1970, Cherry 1970) a cleim at once both 
ambitious and modest.



  

iv) The question of time 

There is a further way in which physical planning is limited: in many 

cases it cannot act fast enovgh. The actions which physical plenning 

proposes for the physical environment can be of two kinds - constructing 

new road, buildings, etc.; and changing the use of existing roads, 

buildings, etc. (e.g. closing a road, allowing a park to be used for 

playing fields). New construction takes a long time, and hence cannot 

be used for the quick solution of a problem nor for solutions which must 

be responsive to variations in the size of a problen. 

The Panel of Inquiry into the GLDP (1973) gives an example. "Broadly 

speeking, it is quite impossible for a (tow and country) planning 

authority. to operate quickly enough on lebour demand or supply to have 

any effect in under three years: for example, it would probably take 

longer then that for a developer to get the necessary permissions and 

complete the building of a factory or office building. ‘The only meas- 

ures which would be likely to act within such a short period would be 

fiscal and monetary measures ..."' (para 5.26) (i.e. economic measures). 

In summary, this section has argued from theory that physical planning 

is limited in what it can achieve. It is limited in the extent to which 

it can distribute environmental improvements, it is limited in that it 

cen allow things to happen but not make thi 

  

gs happen, and it is limited 

in that it cannot act quickly. As we said in chapter 1, "Tom planning 

is intrinsically limited in its attack on social problems by the nature 

of its powers: it is, essentially, physical planning, and there must be 

no presumptions that physical planning powers can be used to achieve 

everything".
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The limitations of co-ordinated nlenning 

There is an argument prevalent that one of the reasons for the persist- 

ence of urban problems is that the existing forms of plannins are being 

applied in an unco-ordinated way. Here, we first state some officiel 

expressions of that argument, then we examine the evidence for it from 

three urban studies, 

i) The argument 

The argument that some urban problems are being untouched beceuse 

existing forms of planning are not properly co-ordinated, carries within 

it the implication: better co-ordination of existing forms of plenning 

will reduce the urban problems. That implication has been adopted by 

central government in two recent policy studies; so, presumably, either 

central government accepts the argument or is testing it critically. 

The two recent policy studies are the Department of the Environment's 

Six Toms Studies and the Home Office's Comprehensive Community Proge 

rammes, both attempts to tackle urban problems by better management, by 

better use of existing planning powers and organisations. 

isi) The terms of reference for the Six Toms Studies inelude, "To 

formulate guidelines to help local authorities in developing a "total 

approach" to the urban environment" (Depertment of the Environment, 

1973, "The Sunderland Study"). The foreword to that study explains, 

"Local authorities have an immense wealth of experience and technical 

expertise ... in carrying out a wide range of environmental functions 

such as hous 

  

3 » control of development, providing public amenities, 

refuse collection, and so on. The main concern of these studies is not 

  

how these individual functions are discharged, but how they fit tog- 

ether to make a total impact on the environment of the town as a whole."
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The Lambeth Inner Area Study (see chapter 9) was one of those Six Tow 

Studies. Its particular terms of reference include "The study will con- 

sider the full range of relevant local authority responsibilities and 

the central government furctions relating to them within the DOE sphere 

and their relationship to other services. It will examine whether the 

problems of the area can be dealt with more effectively by bringing 

together the administration of the local authority's functions on an 

area basis." (IAS/LA/1, 1974, p.2.) 

i.ii) A similar approach is being taken by the Home Office with its 

Comprehensive Commmity Programmes. These aim to tackle urban depriv- 

ation, largely by the better use of existing powers: that includes 

closer co-ordination of the activities of central and local government 

in providing (e.g.) employment end training services. The CCP's are to 

be administered by local authorities, which may request extra money 

from central government out of the Urban Aid fund. At present (1977) 

CCP's have been started in Gateshead and Motherwell: three pilot CCP's 

were to start in Bradford, Wirral, and the London borough of Wandsworth, 

and a demonstration CCP was started in the Birmingham Metropolitan Dis- 

trict (some results from which are reported in chapter 10). 

ii) Evidence for the argument 

Is there any empirical evidence that some local authorities are technic- 

ally inefficient in that they are applying their vowers in an wnco- 

ordinated way, as a result of which their urban problems are not being 

tackled effectively? We shall examine evidence from three recent studies 

- the Inner Area Studies in Liverpool and Lambeth and the Community 

Development Project in Coventry.
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iiei) The Liverpool Inner Area Study chose, at the beginning of its 

work, the central theme of "the planning, administration, and implement- 

ation of city-wide programmes at an area level'' with one of the main 

issues "the effectiveness of government intervention in the inner areas" 

(IAS/LI/4, p.14). That is, the Liverpool Study started with a hypo- 

thesis that better public management would alleviate some of the prob- 

lems in its area, and then looked for evidence. It found: 

- people living in the area were conscious of apnarent inflexibility 

  

and inconsistency in some Corporation policies (especially housing 

and a lack of facilities to meet the needs of certain sroups, in 

particular young people 

- Corporation staff were concerned about the appropriateness end effect- 

iveness of local services; the lack of any comprehensive source of area- 

based information, for the Corporation and public alike; and an 

absence of any responsibility to examine and provide for the needs of 

particular areas in a corporate manner: 

- many people living and working in the study area felt alienated from 

the Corporation and unable to influence its programmes and policies 

which directly affect them. 

(IaS/LI/3, p.2) 

That is some slight indication that planning better co-ordinated at the 

local level might be more effective in tackling problems. Accordingly, 

  

the Liverpool Study has proposed area manas ement, which is being applied 

experimentally in one part of the local authority. It is too soon to 

say whether the new management is better than the old, and if so by how 

much it will reduce the problems in that area. 

ii .4i) The Lambeth Inner Area Study found little evidence of voor co-
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ordination serious enough to be blamed for the persistence of the soc- 

ial problems there. The only example of a "partial approach" (as opp= 

osed to the "total approach") with serious consequences was in the del- 

ivery of social services. The latter are provided by several Lambeth 

departments, by Inner London Education Authority, and by several central 

government departments. Even within Lambeth L.B.C., the different 

departments use different geographical rouderies; and the disagreement 

on boundaries between Lambeth, IIEA, and central government is total. 

As a result, users of the social services were confused and social 

workers were uncertain to whom to vass cases which they could not handle. 

That analysis led to proposals for a more co-ordinated provision of 

social services (TAS/1A/3). That was the only serious example found 

of a partial approach in Lambeth, a well-managed London borough pract- 

ising the latest administrative methods. 

iieiii) Coventry is another well managed authority, and it was studied 

by a Community Development Project team. "It would be difficult to 

accuse Coventry Corporation of mismanagement or failure to plen properly. 

In fact Coventry has pioneered several new forms of administration ... 

Many of these new approaches have now been taken up and developed 

extensively in the public sector ... In fact, Coventry is probably as 

sophisticated as any local authority in its managerial and technical 

skills. It is therefore a good place to assess the extent to which 

"total approaches" or "comprehensive programmes" based upon corporate 

Management are a relevant stratesy for tackling urban problems" 

(Coventry CDP, 1975a, p.105). Yet we find in parts of Coventry (notably 

Hillfields, the site of the CDP) a range of urban problems which skill- 

ful and co-ordineted use of existing legislation has not removed.



  

147 

Those three studies provide a little evidence for the argument that 

poor co-ordination of existing forms of planning is contributi: to the 

    

persistence of urban problems. wever, the argument is not stronsly 

enough supported for us to be able to deduce from it - therefore, better 

co-ordination of existing planning will help significantly to reduce 

urban problems. In other words, while we should not im 

  

e the poss- 

ible benefits from using existing forms of planning in a more co- 

ordinated way, neither should we assume that there are no limitations 

on what it might achieve.
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The need for variety in public policy instruments 

  

The theory of cybernetics contains the Law of Requisite Variety, which 

McLoughlin (1973, ».261) applies to public planning as follows. "Truly 

comprehensive policy statements by governments should have at least as 

much variety as the urban community systems being governed ..." For the 

purpose of our general thesis about urban, policy, we can interpret the 

law as being about the need for variety in public policy instruments. 

For it is e corollary of the Law of Requisite Variety that one vossible 

reason for the persistence of urben problems is insufficient variety in 

4y the policy instruments. We are investigating the idea of extendi: the 

  

practice of local economic plenning, which extension would increase the 

variety of possible urban policies. 

The Law of Requisite Variety (Ashby, 1956) can be described as follows. 

7 Suppose that there is a system of components D, 0, T, E connected 

  

as follows: 

exogenous system with irlvariant outcomes 
disturbances —— i #£«relationships between es E 

D its components 
p 

controller who regulator 

sets targets for tS R 

the outcome ire. 
values of E 

Cc 

Q A = pve - 
If there is a given variety in D (= p ie. the number of states which 

D can have) it will cause a given variety in B (= Vy) in the absence of 

Re 

The Law says thet, if it is desired to reduce Vy, than can be done only 

by introducing variety in RB (i.e. desimeming R so that it can take a
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number of states). And the Law says that, if it is desired to reduce 

Va further, that can be done only by introducing further variety into 

R 

That Law can be applied to urban policy-making in the following way 

  

city can be considered to be a "system with invariant relationships 

between its components" - i.e. T. The regulator, R, is the institution 

which wields policy-making end policy-implementing powers over T (e.g. 

the planning department). The range of the powers and the number of 

policies possible with them can be taken as a measure of Vpe (The 

controlling institution, C, is the council and its committees.) The 

"outcome" E from the city can be described as follows. Suppose H' is a 

desired housing condition and H is the actual condition: by describing 

the outcome as (H! + #), we express it as an outcome the variety in 

which we want to reduce. That can be done, says the Law of Requisite 

Variety, only by increasing Ve: 

The relevance of the Law to our thesis is that it tells us that there 

is a limit to what can be achieved by the use of existing forms of 

planning if those contain, even when combined in new ways, insnfficient 

variety. The law repeats, but with different reasoning, the argument 

made twice already - that existing forms of planning are limited in 

what they can achieve. 

  

reover, the Law suggests that locel economic 

planning, by increasing the variety of policy instruments, could remove 

some of those limitations.



  
  

he desire of some local authorities to extend their vractice of 

  

ocal econo: 

We have now given three indications that existing forms of plenning are 

limited to an undesirable extent, and one indication that wider use of 

local economic planni: could remove some of those limitations. Those 

  

three indications are from theory, and now we present some empirical 

evidence which supports indirectly the theoretical arguments. It is     

evidence that some local authorities have felt so limited by the exist- 

r practice of 

  

ing forms of planning that 

  

yy have tried to extend 

local economic planning. 

i) First,there is evidence that many local authorities have recently 

started to use their existing powers in new ways, in ways that fit 

within our definition of local economic planning In 

  

eny cases, local    

authorities have been led to that exnerimentation by the recent rise of 

a particular problem - local unemployment. ‘lhe local authorities have 

realised that their existing forms of planning are inadequate to tackle 

serious local unemployment, and so are experimenting with applications 

of local economic planning. ‘The empirical evidence is vresented in 

appendix B to chapter 2 - examples of local economic vlannin= implemented 

  

- and in chapter 10 - employment problems and programmes in ingham. 

  ii) Second, there is evidence that some locel author   ties, and some who 

would advise local authorities, want to so further and apply local 

economic planning more widely. The empirical evidence is presented in 

appendix © to chapter 2 - examples of local economic plannine sucrested - 

end in chenter 9 - rroblems and nossibilities in Lambeth. Again, the 

stimulus for many of those suggestions has been rising unemployment, 

and the wish to tackle it with policy instruments more effective than 

most existing forms of planning.



  

1S 

ad: 

  

Third, there is evidence that some local authorities have gone 

even further, and have taken the necessary steps to eneble themselves to 

practise local economic planning more widely. It is argued in chanter 8 

that significant extensions of local economic planning would require 

new powers created by new Acts of Parliament. A few local authorities, 

finding themselves too limited by working within existing forms of 

Planning and reasoning that local economic planning would remove some 

  

those limitations, have obtained local economic vowers under Jocal 

     Acts of Parliament. Some examples are given in appendix D to this 

In summary, the fact that some local authorities have recently started 

  

to extend their practice of local economic plannin 

themselves have experienced the limitations of existing forms of 

  planning and have reasoned for themselves that local economic planni 

    

would escape some of those limitations, thus enabling some local 

problems to be tackled more effectively.



  

he usefulness of local economic planning 

In this cha 

  

er we have not been able to argue that local economic 

planning is needed. Instead, we have presented some support for a more 

moderate argument. The a ne’    + thus suvvorted (but in no way proved) 

  

is that the more common forms of local vlanning current ised are 

    

mited in the effectiveness with which they can tackle some urban 

problems, and that if local economic planning were implemented more 

  

dely, the practice of locel planning as thus extended would be more   

   effective. In short, whereas chanter 3 demonstrated the pnossible use 

  

  

  

local economic planning, chapter 4 has demonstrated the probable 

useful: economic plam    
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Apoendix A to chapter 4 

Urban oroblems as the product of too much government intervention 

"Slums, urban decay and poor housing persist chiefly because the public 

acquiesce in rent controls, housing subsidies, short-sighted property tax- 

es, repression of interest rates, and 'make-work' restrictions in the 

building and construction trades." (Butt, 1971, p.96). 

This is the argument that urban vroblems ere caused by imperfections in 

the free market, including those imposed by governments intervening in 

market processes. The recommendation is that the only public intervention 

in market processes should be that necessary to keep the market perfect 

(e.g. to prevent monopolies): then many urban problems would vanish. 

There are three reasons for disagreeing with the argument, one theoret- 

ical, one practical, one practicable. 

i) The theoretical reason is that the argument that urban problems are 

caused by imperfections in the free market is untenable. That argument 

might be based on welfare economics, on the theory that maximum welfare 

is achieved by a perfect market. However, important imperfections abound 

in a city, particularly extemalities: external economies of scale are 

one of the reasons for the existence of cities. And the theory of the 

second best (Lipsey and Lancaster, 1956 qualified by Misnan, 1962) tells 

us that where there are significant market imperfections, to remove other 

imperfections in related sectors will not necessarily improve social 

welfare. Or the argument might be based on positive economics, from 

which predictions are made that housing subsidies, rent controls, etc. 

cause slums etc. In that case, we want to see empirical tests of those 

predictions. That desire takes us to the practical reason for disagree-



ing with the argument. 

i) The practical reason is that the theoretical argument has never 

  

been supported in practice. To our knowledge, there have been no laisser- 

faire economies which have not had slums, bad housing, low incomes, etc. 

If the laisser-faire apologists answer that there has been no fair test 

of their theories because no economy has been "perfect" enough, then at 

the least we can say that their case is not proven: at the most we can 

suggest that it is unprovable. 

iii) The practicable reason is that, in Britain, government intervention 

in market processes in cities has been piecemeal and sequential. A prob- 

lem is perceived, legislation passed to tackle it, that legislation helps 

but has bad side effects, more or modified legislation is passed to com- 

bat the side effects, and so on. Housing is a good example. Postwar 

rent controls were lifted in the 1950's, Rachmanism was one consequence 

so the 1965 Rent Act was passed to protect unfurnished tenants, srotect- 

ion was later extended to furnished tenants, now students are to be 

exempted from that protection. To remove some of that housing legislation 

would be to expose people to the shortcomings of the remaining legislation. 

4nd to remove all of the legislation is not practicable.



  

Appendix B to chapter 4 

Urban problems cannot effectively be tackled by adjusting Welfare State 
  

legislation 

The argument as developed by the Comprehensive Development Project teams 

starts by saying? we should look not at the immediate symptoms (e.g. poor 

physical environment) but at the underlying causes (see, e.g-, Coventry 

CDP, 1975, p.23). At first sight, that looks sensible; at second sight 

we see flaws. The analogy ae with a doctor treating a patient. Even if 

it were valid to make analogies between a person and a society (and there 

are grave dangers in so doing - see Needham, 1977a, chanter 1) it is not 

always good medical practice to treat the root cause: if I have a hormonal 

disturbance which causes a skin rash, and if I can control that skin rash 

with an ointment which has no side-effects, then I em cured to my satis- 

faction. (It is for that reason that we make no attempt in this work to 

discover the "real" causes of the urban problems.) 

For example, suppose it were true that "the persistence of Hilifields as 

an under-developed area is functionally releted to the political economy 

of Coventry as a whole ... (ana thet) its existence and thet of other 

similar areas is "advantageous" to the prosperity of other interests in 

the city" (Coventry CDP, 1975, p.66). The argument is mainly that the 

city needs a reserve of cheap lebour: hence there are people earning low 

incomes and suffering unstable employment, who move into areas of cheap 

housing. Even if that were true, could not the Welfare State provide such 

people with good living conditions and supplemented incomes? 

Coventry CDP (1975, chapter 6) describes such Welfare Stete attempts, and 

the failure of them. The cause of the failure might be that inappropriate
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or inadequate institutional changes were tried: that report (p.40) puts 

the blame instead on "forces operating largely outside local democratic 

control (changing land values, interest rates in the money markets, the 

operations of private landlords and speculators, the pattern of central 

government expenditure, and the employment and investment policies of 

industry) ." 

For that blame to stick and to explain social problems in other British 

cities, it is necessary to argue one of two cases. One is that, whenever 

social problems arise because of the capitalist system, and a Welfare 

State government acts to alleviate those problems, the capitalist system 

will adjust in some way either so as to negate or make impossible the 

social improvements or so as to shift the problem on to other people or 

areas.e That is to argue that society is like a self-regulating system, 

with negative feedback to maintain homeostatis, Harvey (1973, p.289) says 

that such an argument is permissible within Merxist methodology: "The 

totality seeks to shape the parts so that each part fimctions to preserve 

the existence and general structure of the whole." We disagree with that 

method, arguing that as society has not been designed so as to achieve a 

system goal, functional and teleological explanations of society are 

inadmissable (Needham, 1977a, chapter 1). 

The alternetive case in support of the argument that Welfare State legis- 

lation can provide no solution is as follows: the State is the apparatus 

of the capitalist class (e.g. Eaton, 1963, p.214, and the Communist Mani- 

festo, Section I "The executive of the modern State is but a committee for 

managing the common affairs of the whole bourgeoisie "); to alleviate urban 

problems would be detrimental to the interests of thet class; therefore



the State will not alleviate urban problems. That argument is not that 

Welfare State legislation is no solution as much as that effective Welfare 

State legislation will never be (and, by extension, never has been) 

applied. If the desired effect is equality of power, that may be sot if 

the desired effect is improved housing, unemployment pay, protection for 

trade unions to press for hig ate training schemes, etc., the 

  

argument is patently false.
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Appendix C to chapter 4 

The limitations of physical planning in achievins employment aims 
  

In the main text of chapter 4 we examined the limitations in theory of 

physical planning, taking many of our examples from the Report of the 

Panel of Inquiry into the GLDP (1973). The examples of the limitations 

of physical planning in tackling employment problems were too detailed for 

the main teats yet they are important for our main thesis and they are 

relevant to chapter 10, so we give them here. 

The GLDP was designed to achieve eight employment aims. The Panel 

commented on all eight, but here we report on three only. 

The first of the GLDP's employment aims is to relate labour supply and 

labour demand. On this, the Panel says: "As to the instrument of policy ... 

this must necessarily be the grant of planning permission for floorspace. 

Yet if floorspace control is to be used to control volume of employment 

within the medium term there must exist some known relationship between 

floorspace and people employed for that period. At the Inquiry we rev- 

iewed the evidence put before us and expressed our clear view that no 

such relationship existed" (para 5.33). (Some of this evidence, that 

relating to the use of Office Development Permits, is discussed in para 

5.65.) The report goes ont "We do not believe that it is possible to 

attempt to set targets in terms of figures of employment, five or so 

years ahead, and then to use physical land planning policies to bring 

about thet result. The techniques and the powers simply do not exist." 

(vara 5.34) 

The second aim is to improve real income ver capita or per worker. "The



aim could be achieved only if there were effective means of encouraging 

those employments with higher wages to enter, remain, or expand in 

london and discouraging other employments. The planning powers, that is 

the grant or refusal of planning permissions and such policies as making 

land aveilable and aiding firms financially, do not provide such an 

effective means" (para 5.41). (We might think that "aiding firms finan- 

cially" would be effective. It is not, however, a physical plenning 

power. ) 

Another aim is to increase output or productivity. The Panel argues that 

physical planning cannot achieve that either. "Much discussion took 

place ... to establish whether it is possible to set up economic criteria 

to apply to planning permissions, so that a policy could be laid down for 

the achievement of this aim. We are not convinced that it would be poss- 

ible to set up such criteria" (para 5.73). 

In a later study, Palmer (1975) reviews the attempts by local authorities 

to plan employment by Structure Planning powers and procedures, and is 

similarly sceptical about the effectiveness of those physical planning 

methods.
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Appendix D to chapter 4 

Some powers for local economic planning siven by local Acts 

Here we list some powers for local economic planning available only to 

those local governments which have promoted local Acts to give themselves 

the extra powers. We make no claim to list all the powers for economic 

planning which have been obtained through such special local Acts. Minns 

and Thornley (1976) describe the ways in which some other local Acts are 

being used for local economic planning. 

Acowisition of land for development 

The Durham County Council Act, 1963, gave powers to the Council to pur- 

chase land by agreement or compulsorily, for any development of building 

tat 

  

or works for the benefit or improvement of the County, or for f, 

ing the provision of premises for, or otherwise assisting, activities 

providing employment (section 6). 

The Cumberland County Council Act, 1964, contained the same clause (sec- 

tion 15). 

The Northumberland County Council Act, 1970, gave more limited powers: 

the Council may purchase by agreement land in the County for any act- 

ivity providing employment (section 4). 

The power to acquire land for the "benefit improvement or development of 

their area" has now been given to all local authorities by the Local 

Government Act 1972 (section 120), but only for purchase by agreement, 

not compulsorily (section 121). So local authorities need no longer 

ask for the power through local Acts.
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loans for erection etc. of buildings 

The Durham County Council Act, 1963, gave powers to the Council to lend 

money to a person to enable him to buy or lease land in the area; also 

to lend money to a person who already ownsor leases lend in the area, to 

enable him to build new or to improve existing buildings or to do other 

necessary works on the land (section ne) 

The Cumberland County Council Act, 1964, (section 24) and the Northumber- 

land County Council Act, 1970, (section 6) contained the same clause. 

The County of South Glamorgan 5ill 1976 (section 32, as introduced into 

the House of Commons) requested similar powers. 

The Coventry Corporation Act, 1972,(section 12) contained a similar eleuse, 

with the addition that the Corporation can lend money for those purposes 

to a person who has already bought or leased land from the Corporation and 

outside the city. 

The County of Tyne and Wear Bill, 1975, asked for nowers fo lend money to 

industry or commerce, in the area or out of it butm Corporation land, for 

buying or leasing land, carrying out works on the lend, erecting buildings, 

buying plant, machinery, or equipment (section 48.2 as submitted to the 

House of Lords). In the face of opposition, the request to lend to 

commerce was dropped. 

Note that the local Authorities (Land) Act 1963, eee 3 gives general 

powers to local authorities to lend money to firms to erect buildings - 

not to acquire land - on land sold or let by the within the local auth- 

ority area. The above examples are of local authorities being able to 

lend for wider purposes: in all, 28 local authorities have acquired such 

powers (ilinns and Thomley, 1976).



Power to assist industry 

The Durham County Coucil Act, 1963, gave powers to the Council to prep- 

are sites, or build or improve buildings, or provide other services or 

facilities, or to make grants or loans towards the cost of such works, 

for industrial buildings, if requested by the owner or lessee (actual or 

intended) of lend in the area (section 102). 

The Cumberland County Council Act, 1964, (section 16); the Lancashire 

County Council (General Powers) Act, 1968,(section 4); The Cheshire 

County Council Act, 1968, (section 13); The Leicester Corporation Act, 1968, 

(section 4); The Northumberland County Council Act, 1970, (section 8); 

and the Monmouthshire County Council Act, 1970, (section 12) 211 contained 

that same clause. 

The Newcastle upon Tyne Corporation Act, 1968, extended the power to 

owmers or lessees (actual or intended) of land bought or leased from 

the corporation and outside the city (section 20) 

The Coventry Corporation Act, 1972, extended the power further, to 

include grants or loans not only for building and sites but also for 

machinery and equipment for those building, and to include the ability 

to build speculative (advance) factories (section 13). 

The County of South Glamorgan Bill,1976, (section 34) as deposited requested 

those powers, and moreover requested that they be extended to commercial 

buildings. In the face of opposition, the Bill has been amended by 

omitting the power to assist commercial buildings and the power to build 

speculative factories. 

The County of Tyne and Wear Bill, 1975, asked for powers to prepare sites, 

build or improve buildings, provide services or facilities, for industrial 

or commercial buildings, if requested to do so by the owner or lessee of
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land in the area or out of it but on Corporation land (section 48.1, as 

submitted to the House of Lords). Again, the request to assist commerce 

had to be dropped (see the Bill as amended following the Committee stage 

in the House of Lords). 

That Bill as deposited asked also for the power to give grants to firms 

(voth industrial end commercial) towards paying loans made by the County 

Council, towards paying rent for land or buildings, towards preparing or 

improving a site, towards relocating within the County, towards buying or 

leasing land or buying plant, machinery, and eauinment (section 48.3, as 

submitted to the House of Lords). The Committee stage allowed that request 

to remain. 

(The Local Authorities (Lend) Act, 1963, section 2, gives a general power 

to local authorities to build advance factories, but only with central 

government approval. ) 

Power to guarantee rents etc. 

  

The Durham County Council Act, 1963, gave powers to the Council to guaran- 

tee rents for industrial buildings if requested by the ower or lessee 

(actual or intended) of land or buildings in the area (section 101). 

The Cumberland County Council Act, 1964, extended the power to guarantee 

also payments to statutory undertakers (section 5): similar clauses are 

in the Lancashire County Council (General Powers) Act, 1968,(section 5); 

the Northumberland County Council Act, 1970, (section 7); and the 

Monmouthshire County Council Act, 1970, (section 14). 

The County of South Glamorgan Bil1,1976, (section 34) asked for this 

power also? as first deposited, the Bill asked that the power be extended 

to commercial buildings.
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The Coventry Corporation Act, 1972, extended the power further, from 

industrial buildings to shops and offices also (section 14): it was given 

wider powers than South Glamorgan (see above) is now being allowed to ask 

for. 

The County of Tyne and Wear Bill, 1975, (section 49 as submitted) asked 

for the same wide powers as Coventry was given. The Committee stage in 

the House of Lords deleted the power to assist commerce. 

Power to acquire shares 

The County of Tyne and Wear Bill, 1975, asked for vowers to acquire shares 

in a public company, industrial or commercial, but not compulsorily 

(section 50, as deposited). ‘The House of Lords Committee stage deleted 

x 
that power. 

Power to undertake general trading 

The West Midlands County Council Bill,1975, (part II) asked that it and 

its constituent Districts be empowered to produce and supply any goods 

and services (except those provided by statutory undertakers) which are 

in the interests of their areas or any part of it or of its inhabitants, 

and without the necessity of getting loan sanction for any necessary 

borrowing. That Hill has now been dropped, not because of central gov- 

ernment opposition, but because of opposition from the constituent metro- 

politan Districts. 

  

x 
In a fascinating paper, Rogers 1976 describes the local authority's 
reasons for asking for the extra powers in the Comty of Tyne and Wear 
Bill, 1975. He describes also the hostility of central government towards 
such attempts to give extra economic powers to local governments.
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is the last chapter of section I, the purpose of which is to dev- 

elop the idea of local economic plannin; 

  

has been by 

  

defining such planning carefully (chapter 2), by exvloring its possible 

uses (chapter 3), and by demonstrating its probable usefulness 

(chapter 4). The idea of local economic planning would not be developed 

in a balanced way without an investigation of the limitations of such 

planning. It i s the purpose of this chapter to complement the earlier 

my discussion of the strong points of local economic planning with a dis- 

cussion of its weak points. 

  

The discussion is in two parts, 

    

idence of ical predictions against the practical 

  

Britain's industrial location policy (en example of local economic 

planning - see chapter 2). The theoretical vredictions themselves are 

investigated in two parts - the limitations inherent in local economic 

planning, and the limitations arising from the present underdeveloped 

state of local economic planning. It is with the theoretical investig- 

ations that we start.
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The limitations ent in local economic planning   

We said in chanter 1 that the idea of local economic planning focussed 

attention on the powers which governments can wield in order to improve    

conditions in cities, and that one advantage of that focus was that it 

  

led us to an appraisal of the effects of avplying different +; 

powers. Such an appraisal was made of applying physical vowers (in 

appraisal in chapter 3 and from it derive statements about what ca     

    

be achieved by local economic planning. st we study 

  cannot be achieved by chenging economic variables then what cen and 

  cannot be achieved by changing economic variables locally.   

i) What can be achieved by economic variables 

    

We investigated this subject in chapter 3 by ing the question: what 

policy variables are we likely to be able to influence by using economic 

  

variables as the instrumental variables? We answered by first dividing 

the policy variablesinto three broad classes - employment, the physical 

  

environment, and social conditions. We went on to argue that economic 

planning could affect employment conditions directly, physical conditions 

rather less directly, and social conditions rather indirectly. 

Expressed in terms of limitations, the argument is that economic plann- 

ing is likely to be most limited in tackling social problems, less 

limited in tackling problems of the physical environment, and least 

limited in tackling employment problems. 

  

t can teachieved by changing economic variables locally 

The argument above mist now be adapted to our general thesis, which is 

  

about one tyne of economic planning only, local economic planning. In   
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such planning, economic variables are changed in some (local) areas and 

not in others; and that introduces 

  

imension, which addit- 

ional dimension introduces more limitations. 

The reason for those extra limitations is that local economies are very 

open: economic changes in one geographical area can have effects in 

another geographical area. As a result, the effects of changing econ- 

  

omic variables in one area might be felt in other 

    

reduced in the area of application. detailed understanding of the 

consequent limitations on local economic planning requires en apprec- 

  

iation 

  

the openness of local economies, which is not discussed in 

detail until chapter 6. However, an understanding sufficient for the 

  

moment can be obtained from some examples, which 

  

It is unlikely, for example, that locel measures to reduce local 

inflation would be successful: if those measures were, say, to restrict 

the wages paid end the prices charged by local firms, local workers 

would get work elsewhere end local firms would sell elsewhere. Local 

measures to control the supply of money locally are likely to be thwart- 

ed by money transfers between the banks in a nationel system (Ingrans, 

1959, treces the money flows between banks within a nation and the 

s), although monetary policy has 

  

inter-regional effects of th 

been moderated for the Scottish and Northern Irish Banks (Hughes, 1974). 

Similarly, it is doubtful whether local measures to influence savincs 

x 
worthwhile. 

  

  

. Indeed, Prud'homme (1975) wonders, "whether the city branches of 
banks, insurance companies, social security funds, etc., should be 
considered as being vart of the we or not ... ‘The very concept of 
‘city savings' is questionable 
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Many economists have suggested that the limitations caused by the open- 

ness of local economies are so great that local economic measures should 

have a very restricted use. The argument starts by first classifying 

the civilian activities of government into three; 

- resource allocation, income redistribution, and economic stabilisation. 

(That classification follows Musgrave - 1959 - and is applied to the 

existing activities of the US and the UK governments, both central and 

local, in appendix A to this chapter.) The argument concludes by 

claiming that local economies are so open that local economic measures 

should be used for resource allocation only, not for income redistrib- 

ution or for economic stabilisation. 

If that argument was correct, local economic plann 

  

'§ could play only a 

very limited role. For example, one of the uses to which we have sugg- 

ested local economic planning could be put is resource allocation (see, 

e@.g., the suggestion in chapter 3 that local economic vlanning could in 

some cases be used instead of physical planning in order to influence 

land use and building decisions). But also we have suggested that local 

economic planning be used to influence income distribution and economic 

stability (e.g. chapter 2 gave theoretical examples of local economic 

measures being used to change income distribution: and the examples of 

local economic planning in appendices B and C to chapter 2 include 

many to counter adverse economic and employment conditions). If the 

argument was correct, local economic planning should not be used for 

the latter purposes. The argument needs examining carefully. 

In more detail, the classification of the civilian activities of govern= 

ment is as follows - adjusting the allocation of economic resources (eve. 

providing transport, intervening in the allocation of land); ceusing 

desired chenges in the distribution of income and wealth (e.c. by



170 

af welfare payments for unemployed, old, or poor people); and reducin     

fluctuations in economic activity and price levels (e.g. by public works 

to reduce unemployment, by price and income controls). 

Netzer (1974, chapter 8), recommends that Federal government should 

provide 100» of the funds for economic stabilisation and 9072 for income 

  

distribution, and that much of the finemcing for education and resource 

allocation should be transferred from local to state (or regional) 

government. He gives three reasons: "spillovers", or costs end benefits 

from the expenditure occuring in other areas than those sve 

  

money; tremendous disparities in taxable resources and expenditure needs 

between local governments; and the constraints on local fovernments in 

raising taxes because people and businesses can often move from hich 

tax to low tax areas. 

Richardson (1969) recommends similarly that local governments should 

concern themselves only with resource allocation. His reasons too are 

similar - the effects on other areas of one small area pursuing distrib - 

ution and stabilisation aims. Henderson and Ledebur (1972) and Hirsch 

(1973) argue similarly that local governments should restrict themselves 

to resource allocation activities: the former say "There is little     

reason why a system should be created to permit city governments to act 

as a pro- or counter-cyclical agent" (p.40). [Mille (1972, p.233) says, 

"the fact is that central cities have only very limited ability to raise 

taxes ... for redistributive purposes". 

let us examine Netzer's three reasons for limiting local economic meas- 

ures to resource allocation. His last two reasons - the disparities in 

taxable resources and expenditure needs between local governments, and



14, 

  

the constraints on locel governments in raising taxes - contain an imp- 

ortant assumption. The assumption is that local economic measures would 

  

be designed, decided, i emented, and financed by local governments. 

  

tion: 

  

We have not made that assumption (and do not consider the orgen 

  

and institutional issues until chapter 2) move thet assu 

  

tion, and 

two of Netzer's reasons for limiting local economic measures to resource 

allocation disappear. 

Netzer's third reas 

    

  because a local economy is so onen, actions to chan 

  

have important effects on other local economies. It does not follow, 

however, that no local economic measures which have spillover effects 

  

should be undertaken. That does not follow for two reasons. 

  

rst, 

the spillover effects on other local economies might be good as well as 

bad. Second, the decision to change one local economy should be taken 

only after consideration of all the effects on all local eccnomies: 

whether or not that consideration is ¢   ven depends on the organisations 

within which the decision is made. 

We have examined the argument that local economies are so oven that 

local economic measures should be limited to resource allocation. Our 

conclusion is that the argument is not decisive. 

We can summarise the limitations inherent in local economic planning by 

making three vredictions from our theoreticel investigation: 

  

" For exemple, Mills (1972, chapter 12) discusses the difficulties in 
financing locel government services, difficulties caused by the open- 
ness of local economies. One solution, he says, is to widen local 

government areas (thus reducing their openness). Another solution is 

to transfer responsibility for the services to regional or national 

government (letzer's solution). But a third solution is to retain 
local responsibility for the services, end finance them by grants from 
regional or national government. Thet third solution overcomes some of 

the difficulties caused by the openness of local economies by simple 
orgenisational arrangements. 
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more direct effects on employment than on the 

  

- economic powers h   

  physical environment, and more on the physical environment than on 

  

of local economies 

local economic powers can be used for resource allocation and, but 

only with great care, for income redistribution and economic stabil- 

  

edictions are correct will be tested empirically later 

  

Whether those 

in this chapter. In the meentime, we shell show that, even if they 

ations in + 

  

are correct, 

  

folloy
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Integrated planning, as a 

    

g the constraints inherent 

in local economic p 

Each tyne of planning or policy instrument has its particular inherent 

limitations. That we have seen for physical plenning (chapter 4), and 

local economic planning (above). Each type of planni: af:    
its own, would leave gans, would leave some problems barely touched. 

The obvious way to overcome the limitations of each is to use them 

together, so that their effects are complementary, so thet they brid 

  

each other's gans. That applies to local economic planning as much as 

to any of the current tyves of planning. When different powers are 

combined in that way we talk of integrated vlanning (alternative names 

  

are discussed in appendix B to this chanter). 

The principle of integrated planning is simple. Given a particular end 

to be achieved, the policy-makers should be free to choose those means 

or that combination of means which best achieve the given end. Put that 

simply, it seems obvious. Apply it to our. thesis: if local economic 

planning were to be extended, the planners should be able to choose to 

use it, or the existing types of planning, or both the old and the new 

types of planning together. Yet that obvious answer has hardly been 

applied so far to planning in British cities: devartmentalism has } 

  

ot 

the town planners with their special powers tackling their set of prob- 

lems, the public health inspectors with their snecial powers tackling 

their set of problems (many of which are the same as those tackled by, 

the town vlenners), and the education department, the welfare department, 

the housing department, and the rest, each working in isolation. It is 

to try to break such departmentalism and to introduce the more rational 

policy-making described above that many cities have been experimenting 

 



    

th corporate p. 

gestic no more tI 
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fhe limitations arisine from the present underdeveloned state of local 

  

For the second part of our theoretical investigation of the limitations 

of local economic planning we look at limitations arising, not from 

within local economic planning, but from outside it, from the conditions 

in which locel economic planning would be practised if its use were 

extended now. For we said, in chapter ie that both the theory and the 

practice of local esonomic vlanning were poorly developed. And we would 

expect that lack of experience to impose limitations on any extension of 

local economic plenning, at least until more experience had been gained 

and absorbed. 

  

Such limitations have been described by 

  

drews (1963a), in one of the 

few explicit discussions about local economic planning, as follows. 

"There is justifiable suspicion in the minds of man 

  

planners, economists, 

and public officials concerning the feasibility of economic planning 

for small areas. Pessimism stems from the fact that local economic 

activities have multiple external roots and respond to broad influences 

that exist outside the immediate srea of vroduction. There is, moreover, 

the formidable organisational problem of attaining to a meeting of the 

minds on the main issues of local economic planning, assuming that the 

controversial philosophy of such planning is accented 

  

place." 

We can develop that statement to distinguish three limitations arising 

from the present underdeveloped state of local economic nl anning - those 

caused by ignorance of how local economies wort: 

  

those caused by the 

difficulty of designing appropriate organisations for local economic 

ar     planni: those caused by the political difficulties of creating 

the necessary vowers for the wider practice of local economic planning.
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We examine each of those limitations in tum. 

i) Ignorance of how local economies work 

If local economic planing were to be used more widely, we would need 

theories for vredicting, accurately enough for public planning, the 

effects of deliberately changing local economic variables. If we could not 

predict the consequences of a local economic measure, we might be unwise 

to take it. Therefore, the current state of knowledge of local econom- 

  

ies restricts the local economic measures that could safely be propos: 

Nore economic knowledge should lift some of those restrictions. 

In chapter 6 we examine the current state of such knowledge in order to 

discover what applications of local economic vowers the theories are 

  

good enough to support and, conversely, what itations our ignorance 

imposes. 

  

organisations 

If local economic planning were to be used more widely, it would have to 

be organised appropriately. In what organisations should the local 

economic measures be proposed, accepted, implemented, and financed? 

There is little experience of local economic vlanning to guide us; but 

we cen already foresee two great difficulties in designing the necessary 

organisations. One is that the local areas for which economic measures 

local 
ht be proposed are already subject to other types of/ planning? the   

other is that the local areas for which economic measures might be prop- 

osed are parts of a national economy already subject to nationel guid- 

  

= + + . 
Unless the knowledge is of the openness of local economies, and it 
tells us of 
the earlier d 
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ance. Those difficulties could result in organisations being designed 

which of necessity limited the practice of local economic planning. 

In chapter 7 we study those issues, and recommend how local economic 

plenning should be organised if it were to’ be practised more widely. 

We suggest also some of the ways in which those recommended organisations 

would limit that practice. 

iii) The political difficulties of creating the necessary p 

  

ers. 

‘Andrews, in the passage quoted above, wondered whether the "controver- 

sial philosophy" of local economic plenning would be accepted. He 

wrote in the USA in 1963. In Britain, 14 years later, we can see many 

   examples of local economic planning applied or suggested (see appendices 

Band C to chapter 2, also chapters 9 and 10): the philosophy seems to 

be much less controversial now. Wevertheless, we would expect nolitical 

controversy over obtaining the necessary powers for an extension of 

local economic plenning™: the recent experiences of local authorities 

in obtaining economic vowers through local Acts tell us thet (see 

appendix D to chapter 4 and see chapter 7). 

The expectation of political difficulties in creating the necessary 

powers would lead those asking for the extra powers to limit their 

requests: in chapters 7 and 11 we state some criteria of political 

acceptability and we see, in chapter 12, how those criteria limit the 

possible extensions of local economic powers. In turn, those limitations 

on new powers limit the possible extensions in the practice of local 
  

x 
Chapter 8 argues thet any significant extension of local economic 
planning would require new statutory powers created by Parliament.
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a i r le present underdeveloped 

state of local economic planning by making three predictions from our 

theoretical investization: 

                

- local 

ledge 

= local 

which 

acceptability.
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the limitations in practice - regional nolicy for the loce 

industry 

From theoretical ar; sted some of the most 

  

we have just sx 

  

important limitations of local economic planning: now it would be use- 

ful to test those theoretical arguments with a case study of local 

economic planning in practice. There is only one exemple in Pritain of 

local economic ning which is sufficiently well developed to be test— 

  

    y + the economic measures that are us oO alter the 

x 
ons. In this case study we shell first 

ed in that wa: 

location 

  

industry between 

  

describe briefly the main economic measures that are ap lied, by whom, 

and why; then we shall restate the limitations sus 

  

sted by theory; then 

we shall investigate whether the limitations are found in practice. 

i) Lecation of industry policy as an example of local economic planni: 

  

The powers are local in that they are applied to some areas and not to   

others: Great Britain is divided first into the Assisted Areas (Ad's) 

and the non-Assisted Areas; the Assisted Areas are then subdivided into 

Special Development Areas (SDA's), Development Areas (DA's), and 

Intermediate Areas (IA's - see the map in Department of Industry, 1975(b): 

we exclude Northern Ireland from this study ). 

  

The powers are economic in that they act directly on economic variables. 

We present them here using the classification of local economic variables 

  

   
x k 4 ye os That is an example of local economic planning by our definition - 

see chapter 2 ~ because the economic measures are apnlied to some 
sub-national areas and not to other areas.
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x 
given in chapter 2. The current vowers that are most widely applied 

ares 

- variable : price/p 

  

power + to give a regional Employment Premium (REP) to menufact+ 

uring firms in SDA's and DA's (e.g. £3.00 a week for a 

full-time male worker over 18, £1.50 a week for a part- 

time male worker over 18). (To be withdrawn, to save pub- 

lic money.) 

operated : Department of Employment (DE) 

- variable : puts to local firms 

  

power : 

  

towards the cost of buildings, plant, end   

machinery - 227: in SDA's, 20): in DA's - and towards the 

cost of buildings only - 20 in IA's. 

to give 2 years rent-free occuvancy of government factor- 

ies in AA's, for emoloyment-creating vrojects 

operated : Department of Industry (DI) 

- variable + supply/inputs to local firms 

power : to build factories, advance or custom-built, for sale or 

rent in the AA's 

operated.: Industrial Estete Corporation and the Scottish and Welsh 

Development Azencies, for the DI 

- variable : supply/inputs to local firms 

power : to withhold or grant an Industrial Develonment Certificate 

(IDC). An IDC is required for an industrial develooment 

of over 12,500 sq. ft. in the South Hast, and 15,000 sq.ft. 
  

Some of the powers have been described already as examples in epnendiz 

B to chapter 2, they have been included under the comprehensive list 
of p rs available in apvendix 3 to chapter 3, and most are listed 

as powers to influence employment locally in chepter 10. 
   



182 

in the other non-AA's and in IA's. They are not needed 

in SDA's and DA's 

operated : DI 

- variable : credit/credit to local firms 

power : to give loans at concessionary rates or interest relief 

grants to employment-creati 

  

9 8 ea.
 © cts, and to give loans 

at commercial rates.to other projects, to manufacturing 

and (possibly) service industries in the AA's 

operated : DI 

t is notable that the proposals are both designed and implemented (see 

chapter 7) by central government: the location of industry policy is an   

    example of local economic vlanni controlled nationally (althou 

  

plemented by regional branches of nationel government). 

  

The main reason for that central control is that the policy has netionel 

aims. The main ai 

  

s of Britain's industrial locetion policy are: 

- to reduce inter-regional inequalities, because they are wmjust and 

(possibly) politically dangerous 

- to reduce unemployment, because it is socially undesirable. A gener- 

al reflation of the national economy would be dangerous as the only 

way of trying to reduce national unemployment, because some regions 

would reach full employment before others, and a continuing general 

reflation would cause inflationary pressures and extra import demands 

in the overheating regions 

- to increase economic growth, by reducing unemployment, which rep- 

resents unused economic resources. Again, a general reflation of the 

national economy would be dangerous as the only way of trying to red- 

uce national unemployment. (See Wilson, 1964, for a development of 

that argument.)



ii) The limitations in theory 

  

The theoretical arguments in the first half of this chapter have been 

summarised as follor 

    

imitations inherent in local economic plannin 

  

- economic powers h 

  

e more direct effects on employment than on the 

  

physical environment, and more on the physical environment than on 

social conditions 

~ the effects of local economic nowers are 

  

1ited by the openness 

of local economies 

- local economic powers can be used for resource allocation and, but 

only with great care, for income distribution and economic stabilis- 

ation. 

limitations arising from the present underdeveloped state of local 

economic planning: 

- local economic measures should be limited by the extent of our know- 

ei     edge of local econo es, which at present is not great 

isations   - local economic planning will be restricted by the orge 

through which it is practised, and those organisations will be con- 

strained by the need to take account of other local planning and of 

national economic policies 

=- local economic planning will be limited by the extent. of the new 

powers created for it, which will be limited by the need for nolit- 

ical accentabilit 

  

     di ire those limitations met in vractice? 

  

We shall now take each of those limitations su, 

  

gested by theory, and
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test whether it has been met in the practice of Britain's industrial 

location policy. 

  More effect on employment than on physical and social condition 

  

It is noticeable that the economic measures used are all desis 

to act directly on employment, even thouch the purpose of the meas- 

ures is to reduce inter-regional inequalities which are social and 

physical as well as economic and arisins from employment. We do 

not k     poli ikers decided not to try to reduce 

  

the social and physical inequalities economic mea, 

  

although 

  ignificant thet one recent attempt to do so (by giving 

  

higher improvement grants for houses in Development Arews, in the 

1969 Housing Act) was discontinued in 1974 after 5 years. 

    aim, then has been to reduce social and physical inequalities 

indirectly, by using economic means to influence employment and, 

thereby, other conditions. It is noteworthy that attempts to mon- 

itor the effects of the measures on social variables have been few 

and incon-clusive. For example, Eversley (1971) attempts to mon- 

itor the effects on population changes and admits failure: Moore 

and Rhodes (1973) discuss the possibility of evaluating the effects 

of the measures on social conditions, and reject it in favour of 

  

evaluating the effects on job movements, which are no more than an 

indirect indication of success. 

The prac location policy supports our earlier 

  

statement that economic powers are likely to have more direct 

effects on employment than on the physical environment or on soc- 

ial conditions.
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Effects 1 

  

ted by the openness of local economies 

This limitation on industrial location policy can be seen in two 

ways - the effects of the measures are reduced, and the choice of 

efficient measures is reduced. 

  

The effects of the measures are reduced by the regional "leak", 

explored by Allen (1969): extra exnenditure by workers or firms, 

as a result of new jobs created in an area, may be on goods or 

  

services pro 2   duced outside the area. As a result, estimates of t ’ 

multiplier effect of extra jobs created vary greatly (see the dis- 

  

cussion in "Regional Development Incentives" 1973). 

effects are further reduced by one of the measures (not described 

above) to give grants to key workers moving with their firms to 

  

Assisted Areas. The growth of big corporations, especial multi- 

  

national firms, will have reduced the local effects further, by 

as as a result of the 

  

allowing profits made in the Assisted A: 

measures to be invested elsewhere in the country or even in other 

countries (see Labour Research, 1975). 

The choice of efficient measures is reduced by the openness of 

local economies. For example, assistance has to be given to jobs 

or investment created in an area, not to firms operating in that 

area. Similarly, tax measures to essist firms cannot be used to 

  

have local effects, when so many firms operate so widely. The 

effect of leakages is reduced by choosing to apply the measures to 

large areas: and certainly the Assisted Areas are now very lerge, 

and cover most of Britain (although the extension of Assisted 

  

eas in the 1966 Industrial Development Act wes not for that 

  

m economic measure which cannot be used for industrial
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location policy is monetary policy: for (sey) a relaxation of cred- 

it by banks in one area could be used by firms throughout the 

country. So if credit is to be used to have local effects, it must 

be credit for local projects not credit for local benks or local 

firms. It would be possible to use some measures discriminately, 

in order to aid projects with small leaks but not those with big 

leaks. In fact that is not done: if anything, the reverse applies, 

with the investment grants favouring capital-intensive projects 

which use capital goods, many made outside the area. Lsebour int- 

ensive projects would have smaller leaks. 

Again, there is some support from the practice of industriel loc- 

ation policy for our earlier statements: the openness of local 

economies does restrict the choice and effects of local economic 

measures, 

Economic measures should be used for income redistribution or economic 

stabilisation only with great care. 

The practice of industrial location policy does not support this 

statement. First, that practice uses as a matter of course local 

o rs . . . a : x 
economic measures for redistribution, redistribution between areas. 

Second, industrial location policy uses as a matter of course local 

economic measures to reduce unemployment nationally and to increase 

economic growth nationally - that is, to stabilise the economy. 

Also, a subsidiary aim of the volicy is to reduce inflationary 

  

Fort could be argued that redistribution between people directly is 

better than redistribution between areas, which effects redistribution 
between people only indirectly: but that argument ignores the fact 
that we want to redistribute living conditions as well as personal 
incomes, and many living conditions can best be redistributed by area- 
wide measures.
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pressures in overheated regions, and thus to avoid booms as well 

as slumps. 

We conclude that local economic measures can, technically,be used 

for income redistribution and economic stabilisation. However, 

the measures used for those purposes by the industrial location 

policy are all controlled by central government. There might be 

difficulties if local governments used local economic measures for 

such purposes: but that is an organisational limitation, and will 

be considered below. 

Iocal economic measures should be limited by the small extent of our 

lmowledge of local economies. 

There is support for the statement that our knowledge of local 

economies is small. The difficulty of predicting the effects of 

changing economic variables is illustrated by the arguments which 

supported the introduction of the Regional Employment Premium. The 

Green Paper ("A proposal for a Regional Employment Premium, 1967) 

argued that the REP would operate by causing the prices of pvrod- 

ucts made in Development Areas to fall, thus creating further dem- 

and for those products and thus for workers in the DA's. But, as 

Moore and Rhodes (1973) point out, that is only one of the possible 

ways in which REP could work. "It could, for exemple, be used to 

pay for higher wazes or increased profits or it could be divided 

in some way between prices, wages, and profits. It could also be 

spent on additional sales promotion, research and development 

activity, quality improvement and improved delivery times. The 

resulting employment will depend on which of these possible alter- 

natives firms have in fact chosen." The resulting employment was
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predicted by central government on the basis that firms would choose 

  

one alternative ("Regional Employment Px ium", 1967); but perhaps 

  

firms chose another alternative, for Moore end Rhodes (1973) 

estimate the resulting employment to have been much less than 

predicted. 

However, there is no support for the statement that those respons- 

ible for local economic measures have felt limited by their ignor- 

ance. The example of REP given above shows that. A House of 

Commons Expenditure Committee ("Public money in the private sector" 

1972) said, "There must be few areas of Government expenditure in 

which so much is spent but so little known about the success of the 

policy". Another House of Commons Committee ("Regional development 

incentives" 1972) made the same point: "Regional policy has been 

empiricism run mad, a si of hit-and-miss, played with more enth- 

  

usiasm than success. ... We regret that their efforts (i.e. the 

efforts of those responsible) have not been better sustained by 

the proper evaluation of the costs and benefits of the policies 

pursued." It is remarkable that the results of a policy which 

started in 1934 and which had grown to cost over £400M in 1973/74 

("Government intervention" 1974), were not assessed carefully 

until 1973 (Moore and Rhodes, 1973). 

Organising local economic planning meets two difficulties, and the 

resulting organisations restrict the types of locel economic measures 

implemented. 

There is plenty of evidence from industrial location policy that 

local economic planning meets two great organisational difficulties.
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The first difficulty is in organising local economic planning for 

  

an area already subject to other types of planning. Industrial 

location policy has neither resolved nor attempted to resolve th 

  

difficulty. The local economic measures are designed and anplied 

vy one branch of central government; other locel measures (mainly 

physical planning) are designed and applied by local government, 

under the check of another branch of central government; and the 

different sets of measures are never co-ordinated. Local    rovern= 

ment applies local physical measures to tackle local problems; the 

DI applies local economic measures in accordance with national 

policy; the DI ignores totally local criticisms; and, worse, the 

DI applies itspowers secretly, ostensibly to protect private bus- 

iness interests but also, one suspects, to avoid criticisms from 

local interests. (Chanter 10 describes that lack of co-ordination 

in Birmingham.) 

However, that evidence of organisational difficulty is not the 

   product of anything inherent in local economic nlanning. (Chapter 

7 suggest procedures for co-ordinating local economic powers 

with other local powers, when both sets of powers are under locel 

control.) Rather, the difficulties result from local economic 

measures being used for national policies, and other local measures 

    being used for local policies. That is the second, and more sev- 

ere, orgenisational difficulty - organising local economic plann— 

ing with local objectives for local areas already subject to 

x 
national economic policies. It is that difficulty which is ill-   

  

  

; applied 
Organising local physical pl ng with local objectives/to local areas 
already subject to national ical volicies would also raise diff~ 
iculties. TEut the contradictions would be less obvious, and there 
are few definite national physical policies for Britain. 
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ustrated by industrial location policy in Britain (and it is thet 

difficulty which might limit the use of local economic nowers for 

purposes of income redistribution and economic stabilisation - 

see above). 

it is probable that that orgenisationel difficulty will worsen. 

Previously, the industrial location policy has been used to pursue 

national policies for an inter-regional distribution of economic 

mns and Thornley (1976) argue that regional aid is 

  

activity. 1 

being used increasingly for a national industry volicy (e.g. extra 

productivity, extra exports, technological development, structur- 

al change) rather then e regional location policy: they point out 

that, by 1980, regional aid will comprise over half of the direct 

state support to industry. The recent announcement by the Industry 

Secretary (Finencial Times, 6 Nov 76) supports that suggestion: 

the Government is conducting an extremely critical exemination of 

regional aid policy, and the emphesis is being placed firmly on 

selective aid to industry. Such an application of industrial 

location policy would be even more difficult to co-ordinate with 

local economic measures designed and implemented locally. 

There is, however, no evidence that the organisation of industrial 

location policy has been constrained by the need to take account 

of those two organisational difficulties: the organisation of 

industrial location policy has simply ignored the difficulties. 

So there is no evidence that industriel location policy has been 

restricted by the organisational constraints. 

The need for political acceptability will limit the extension of local 

economic plenning 

The experience of industrial location volicy does not support
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this statement. ay standard work on regional plenning in 

       itain, such as Glasson (1974) or McGrove (1969), describes the 

gradual strengthening of the “sticks end carrots", from the 1934 o 

  

Special 1972 Industry Act. Firn (1976) says, 

"Indeed, firms are now being beaten over the head with the carrot 

as well as the stick!". 

On the other hand, however, recently local governments have had 

  

their economic vowers to influence local industry restricted. 

local Acts of pre-1974 locel authorities are to exnire in 1979 or 

1984, end attempts by n 

  

authorities to acquire by local Acts new 

  

economic powers to influence the location of industry are 

  

frustrated (the evidence is discussed in chavter 7 and in 

D to chapter 4). 

Agein, therefore, we have a central government/local government 

distinction. Local economic planning by local government is con- 

  

troversial, and central government ght not allow its extension: 

but local economic planning by central government has been stead- 

ily extended.
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Conclusions on the limita of local economic plannine 

Theoretical arguments in the first half of this chanter suggested six 

Lil 

  

itations of local economic planning. We tested those arguments with 

a case study of industrial location policy in Britain, and had to modify 

the limitations. The limitations can be be restated, as follows: 

- economic powers have more effect on employment then on the physical 

environment or on social conditions 

- the effects of local economic power: end therefore the choice of eff- 

  

icient vowers, are limited ty the openness of local economies 

- our ability to predict the effects of local economic measures is weak, 

becau e of our ignorance about local economies. That wealmess should     

limit our applications of local economic vlanninz perhaps more than it 

  

has done so far 

- there wovld be great political tensions between central and local gsov— 

ernment if local authorities tried to practise local economic planning.   

Those tensions would be sreater if local authorities tried to use such 

planning for income redistribution and economic stabilisation then for 

resource allocation. ‘the tensions would shane the organisations 

through which economic planning was nractised by local authorities, 

ané the tensions would limit the new powers created to allow local 

authorities to practise economic plennins. Eoth the orgenisational 

effects and the restricted range of new powers would limit the vractice 

of economic planning by local authorities. 

  

Those limitations influence our treatment of the issues which ere the 

subject of section II. Chanter 6 investizates "Theories in local econom- 

1 
    ic plennin - the theories by which we can pre   t the effects of apply- 

ing economic powers to local economies. How limited are our vredictions?



  tes "The oz isation of local economic plenning". 

    

Chapter 7 investi 

  

  

   
It argues that such planning should be operated by local authorities: 

  

but whet then of the conflicts with central government? 

planning by local governments be organised so as to reduce such conflicts 

to the inescapable minimum? Chapter 8 investigates "Powers for local 

economic nlanning", and thus casts light on another aspect of central 

   sovernment/local government relationships - the means by which central 

ive pove: 

  

sovernment controls the actions of local    

to or withhold powers from locel government. In thet way, central 

imit the extent of any economic plenni 

  

government can control and 1] : by   

idocal authorities. 

Then we return to the limitations of local economic vlannins in ct 

  

11, where we express them as a set of guidelines which any extension of 

local economic planning should follow (if the princivle of extending loc- 
  

g effect of thos cond- al economic plarming were aderted). The limiti 

  

itions is manifested in chanter 12, where we describe four new local 

economic powers which would meet the conditions: those examples make it 

apparent that only limited extensions of local economic planning could be 

  

recommended.
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Appendix A to Chapter 5 

4n_economic classification of the civilien activities of covernment 

In the main text, we described the classification of government activit- 

ies into resource allocation, income redistribution, and economic stab- 

ilisation. Here we show how the existing civilian expenditures of the 

US and the UK governments are spread between those classes and between 

the levels of government. 

Netzer (1974, chap.8) anelyses civilian public expenditure in the USA 

in 1970-71 as follows (he uses four categories, adding public schools, 

because primary and secondary education combine two functions - income 

distribution and resource allocation). 

  

level of Income Resource Economie Public Total 
G'ment prov- Distrib- Allocation tabilis- Schools 
iding the ution ation 
funds 

Federal 75% 3495 55% 10% Ales 

State 15% 3075 lyse’ 397" 2005 

local 10% 36% oe 51% 28% 

401 100% 100% 100% 10075 100% 

A similar analysis roughly made for the United Kingdom in 1974 gives 

the following (Central Statistical Office, 1975). 

  

level of Income Resource Economic Public Total 
G'ment making Distrib- Allocation Stabilis- Schools 
the expendit- ution ation 
ure 

Central 87% 6396 100% 1495 62% 

local 13% 3% Ge 86 38% 

All 10075 100% 10072 1007 100%
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Notes to the table of British statistics 

this analysis excludes expenditure on defence and foreign relations, 

police and justice, general administration, and debt chi 

  

ses 

from British statistics, it is difficult to detect expenditure on 

economic stabilisation: no reliance, therefore should be placed on the 

figures given here. 

As Netzer does not describe fully his method of analysis, we do not 

know how similar our method is. Also, similar expenditure has diff- 

  

erent objectives in the two countries - e.g. public expenditure on 

housing is for income distribution in the US, but for resource alloc- 

ation in the UK. As a result, we do not know how com erat the tables     

are. 

  Netzer analyses by the level of gove     roviding the fm for 

expenditure. For Britain, such an arlysis is not possible, for cen- 

  

% tral government gives a big general grant to local government which 

may spend as it wishes (in 1974, the general grant was about 40%) of 

the total local government expenditure included here). So we have to 

analyse by the level of government making the expenditure.



Appendix 3 to chanter 5 

Alternative names for intecrated planning 

When the choice of planning means is made consciously and freely as 

described in chapter 5, we name it integrated plenning (the term is 

used by Marris and Rein, 1967). "Corporate plenning" is en altemative 

term: "local authority corporate planning focusses on the expression of 

the integrated policies of a local authority's various services" 

Eddison, 1973, p90)? unfortunately, it has acquired connotations of 

big business. "Comprehensive planning" is wusatisfactory because it can 

mean that the aim is to plan everything: e.s. "the ideal of comprehen- 

siveness ... is to touch on most if not all major volicy problems" 

( 

comprehensive planning in the same way - as opposed to partial plenning. 

  

cloughlin, 1973, p.140). Meyerson and Benfield (1955, p.313) use 

Warris and Rein (1967, p.142) point out the ambiguities of the tern, 

"But what did comprehensive mean - a programme which tackled all the 

causes...? Which involved every institution? or which simply integrated 

every aspect of a particular service...?" 

énother possible term is "The total approach", as used by the Depart- 

ment of the Environment for the Six Town Studies (see chapter 4) but 

that too could imply planning everything. 

Eversley (1973, pp.4,5) uses "Social planning" to mean something similar 

to what we call "integrated planning". "Social planning ... means the 

total effort by all agencies to achieve changes in the physical environ- 

ment and in the economic and social structure within that environment, 

in pursuit of improvements in the living standards of an urban population." 

Eddison (1973) warns us, however, of the difficulty in defining that term: 

in practice, "social planning" has been used so variously that it can 

mean anything or nothing.



Chapter 6 

THEORIES IN LOCAL ECON 
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Introduction 
  

The purpose of this chapter is to examine the state of some of the 

theories in local economic planning in order to discover how the theor- 

ies support the practice. In order to achieve that purpose, we first 

have to discover the special demands made on theory by local economic 

planning: our conclusion is that we require theory to explain the locat- 

ional consequences and leakage effects of implementing local economic 

measures. Then we have to investigate the current state of that theory 

in order to discover how full and varied it is (i.e. how well it would 

support practice by suggesting new and varied solutions) and how good it 

is (ie. how reliably it would enable us to predict the locational effects). 

Our findings are expressed in terms of the limitations which the current 

state of the theory imposes on the practice of local economic planning. 

Before we start those investigations it is necessary to clarify certain 

points. First, then, let us be clear what we shall be investigating, 

what we mean by theories in local economic planning. 

i) Theories in local economic planning 

In chapter 1 we distinguished between theories of and theories in plan- 

ning. There we discussed theories of planning, here we discuss theories 

in planning, particularly theories in local economic planning. Theories 

in planning are concerned with the substance, not the procedures, of 

planning: that is, they are concerned with the subject matter on which 

the planning measures act in order to improve specified conditions. We 

can express that by saying that theories in planning provide explanations 

of the effects of the planned actions, in particular the effects of those 

actions (the means) on that which the actions are designed to achieve 

(the ends).



193 

That definition of theories in planning can be applied to local economic 

planning as follows. In such planning, a particular type of means (vis, 

powers over economic variables) is applied in a specific location in 

order to alleviate a wide variety of problems (or to achieve a wide 

variety of ends -economic, physical, and social) in specific locations. 

That relationship between ends and means in local economic planning can 

be expressed diagrammatically: 

economic means economic ends specified by location 

specified by physical ends specified by location 

location social ends specified by location 

The causal links between the application of the means and the attainment 

of the desired ends are the subject of theories in planning generally. 

Therefore, the theories in local economic planning particularly are those 

which explain the causal links between changing economic variables in a 

specified location and achieving desired ends in a specified location. 

(Also, such theories explain the other consequences - the side-effects 

specified by location - of changing economic variables in a specified 

location.) 

ii) The value for practice of theories in planning 

Such theories in planning are useful to the practice of planning in two 

ways. First, practice is motivated by the desire to solve problems, to 

do which practice needs to know what solutions might be effective. 

Theories enable us to analyse the causes of the problems, and such analyses 

can suggest solutions. Such a use of theory can be most important: a 

problem can be stated in ways which are helpful or unhelpful to the 

policy-maker, and if a problem has been resisting solution its reformul-
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ation may provide a breakthrough. (That is discussed further in 

chapter 1 and illustrated with examples from Lambeth in chapter 9.) 

The second way in which theories in planning help the practice of planning 

is in enabling the practitioner to predict the consequences of applying 

planning measures. Planning measures are applied in order to achieve a 

specified end, so the practitioner needs to know in advance whether the 

measures will have that intended consequence, and what the unintended 

consequences will be. 

So practice needs theory. Nevertheless, poor theory does not prevent 

practice, for practice can improve theory by implementing proposals care- 

fully and monitoring the results - that is, by using practice as controlled 

experimentation. The lessons learnt from the careful and piecemeal ped- 

estrianisation of shopping streets in say, Norwich demonstrate that point. 

However, that point should not be stretched. Poor theory does not prevent 

practice, but can inhibit it severely. One reason is that we should not 

implement proposals, the consequences of which are totally unpredictable 

because experience is lacking and theory inadequate. As the Report of the 

Panel of Inquiry into the GLDP said (1973, para 5.77), "We do not believe 

that proposals should appear in a plan unless there is ... a clear under- 

standing of what are likely to be the results of that implementation". 

Another reason why poor theory can inhibit practice is that we cannot 

rationally use practice as experimentation when theory cannot even tell 

us what results to monitor: the possible consequences of a planning action 

are manifold, and we need theory to direct us to the variables which might 

be affected. A third reason why poor theory can inhibit practice is 

that it fails to suggest new and varied solutions to the practitioner.
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Therefore, if we are to recommend practice - such as extending the 

application of local economic planning - we need to know how far the 

  

current state of the relevant theories in planning inhibits that practice. 

It is for that reason that we examine in this chapter the state of theories 

in local economic planning - in order to decide first whether there’ are 

theories which suggest new and varied solutions, second how good those 

theories are and what applications of local economic powers they can 

support and what applications they cannot. 

  

* te current state of such theories was one of the limitations on 
local economic planning discussed in chapter 5.



What we reouire from theories in local economic planning 

We said above that theories in local economic planning explain the causal 

links between changing economic variables in a specified location and 

achieving desired ends in a specified location (and producing side-effects 

in certain locetions). The theories can usefully be divided into two 

parts, as we shall show. 

i) Theories in economic planning generally 

let us consider first theories in economic planning generally (not spec~ 

ifically local economic planning). Economic planning generally can be 

represented diagrammatically as: 

economic economic, physical, social ends 

means and side-effects 

So theories in economic planning tell us the consequences of changing 

relative prices, stimulating demand, controlling the money supply, and so 

ont but neither the economic measures nor their consequences need to be 

specified by location. 

ii) Theories in local economic planning 

Second we consider theories in local economic planning, which we have 

already represented as: 

economic means economic, physical, social ends 

specified by ——» and side-effects 

location all specified by location 

The reason for specifying the location of the economic means was described 

in chapter 3 - in order to achieve more efficiently effects in a specified 

location. If economic measures applied in one location caused effects in
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that same location and nowhere else, then local economic planning could be 

represented diagrammatically as: 

economic means economic, physical, social ends 

applied in —-> and side-effects 

location A all in location A, none elsewhere 

In that case, local economic planning would require the same theories as 

those used in economic planning generally, and no other theories. 

To see that, suppose that a boundary is drawn around the geographical 

area where a problem is experienced. If there was no economic movement 

or influence across that boundary - i.e. if the area were a completely 

closed economy - then the solution would have to be epplied within the 

area. Problem and solution would then be within the same geographical 

area, and would have no influence on, nor be influenced by, the economy 

outside that area. The closed locel economy could be treated as a nat- 

ional economy in which there was no international trade or in which imports 

and exports had to balance. As a result, the macro- and micro-economic 

theory applicable to national economic planning could be applied to the 

local area. 

We know, however, that local economies are not closed, that - on the con- 

trary - they are usuelly very open. As a result, an economic variable 

changing in one area is likely to cause changes in other areas also. So 

a problem in location 4A may be the effect of causes elsewhere, the prob- 

lem in A can be tackled by measures in location B, which might have side 

effects in location C, and so on.
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So local economic planning, by changing an economic variable in one locat- 

ion, might be able to achieve desired ends and produce side-effects, all 

in other locations. Therefore, theories in local economic planning need 

to be able to explain such locational effects. 

We can now see that theories in local economic planning need to include 

all that theories in economic planning generally include, plus the locat- 
  

ional effects. That is, theories in local economic planning have a spec- 

ial requirement put on them: that they should explain the locetions of 

the effects of economic causes with mown locations. 

iii) The special theoretical requirements of local economic planning. 

4 comprehensive review of the state of theories in local economic 

planning would include both parts - the theories general to economic 

planning and the theories specific to local economic planning. However, 

such a comprehensive review is not appropriate to our thesis: here it is 

appropriate only to review the special theoretical requirements of local 

economic planning. 

So now we go on to review theories of the locational effects caused by 

the openness of local economies. First we describe the theories, then we 

evaluate how well they would support the practice of local economic 

planning.
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Theories to explain the locational effects of local economic plenning 

i) Theories of locational effects 

The openness of local economies means, we said, that en economic variable 

changing in one location can have effects in other locations. That 

causes two related difficulties for local economic planning which we can 

explain as follows. 

Suppose a progressive local income tax were being considered for area A, 

and the local economic planners wanted to predict the effects of that 

change on the demand for houses, schooling, shops, etc. If A were a 

  

completely closed economy, the new tax in A would affect houses, schooling, 

   shops, etc. in 4 and nowhere else. However, if A were an open econor Vs 

the progressive local income tax would cause people to misrate across its 

boundary - poorer people in, and richer people out. As a result, the 

demand for houses, schooling, shops, etc. would change elsewhere also. 

The first difficulty for local economic planning is: in what locations, 

beside area A, would the demand for houses, schooling, shops, etc. be 

changed, as a result of the new tax in A? The other locations of the 

effects we can call the locational consequences of the economic changes in 

x 
area A, 

  

It is necessary to be clear about the difference between locational 
consequences, as we have defined them above, and the related economic 
concepts of "spillovers" and "externalities". 
Spillovers and externalities refer to the effects of an economic decis- 
ion, effects which are external to (i.e. not exnerienced by) the dec- 
ision-maker. All locational consequences mst be externalities; but 
externalities need not be locational consequences. The reason is that 
what is included as a locational consequence depends on the geographical 
boundary drawn around the decision-maker. A tight boundary will cause 
many externalities to be locational consequences also, a loose boundary 
will include most externalities in the same location as the decision— 
maker .



The second difficulty for local economic planning, caused by the openness 

  

of local economies, is: how does the openness affect the sizes 

effects in all the locati 

  

ms? The migration of people across A's bound- 

ary, caused by the new tax in A, can be regarded as a leak. As a result 

of that leak, the sizes of the effects in A, on the demand for housing, 

schooling, shops, etc. caused by the tax, are likely to be different fron 

if there was no leak. Also, the leak is the cause of there being 

effects, on the demand for housing, schooli shops, etc., in other areas 

  

besides A; and the size of the leak will determine the sizes of the 

effects outside A. The size of the effects (in all areas, A included) 

  

of the change in A, we can call the 1   

So what we have called, above, the locational effects of local economic 

  

plenning we have now divided into ty the locational consecuences, and 
4 = 

the leakage effects. 

There are economic theories which try to resolve both those difficulties. 

Eoth the locational consequences and the leakage effects of a known 

economic change are exnlained by the combination of location theories and 

micro~economics into micro-economic approaches to local economies: and 

the leakage effects (but not the locational consequences) of a known 

economic change are explained by an adaptation of macro-economics into 

  

The nature of the effects of the change need cause us no locational 
difficulties. The effects, intended and unintended, of an economic 
change in A can be predicted using standard economic theory, in an asp- 
atial wa Where those effects will be experienced is the subject we 
have called locational consequences. ‘the sizes of those effects is the 
subject we have called leakase effects Eut the nature of the effects, 
which may or may not be experienced in A and elsewhere, can be predicted 
or explained without any consideration of location or distance. 
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macro-economic approaches to local economies. (Appendix A describes how 

the particular contribution of those economic theories can be integrated 

into the explanations provided more generally by theories in local economic 

planning.) 

ii) Economic theories of locational effects 

In more detail, what are the theories of local economies which explain 

locational consequences and leakage effects? 

Textbooks on urban economicé usually divide approaches to the subject into 

two - micro-economic and macro-economic (see, @ege, the review article by 

Richardson, 1973). The micro-economic approach focusses on the behaviour 

of firms and households, on transactions between them, and on how those 

transactions are modified by government intervention. This approach 

treats locational issues by an"... attempt to modify neo-classical economics 

by introducing spatial considerations together with externalities into 

production and consumption decisions of firms and households" (Hirsch, 

1973 pxvi). The macro-economic approach focusses on aggregate variables 

(e.g. consumption, investment, exports) and on groups of decision makers 

(e.g. households, industrial sectors, central and local government). It 

treats locational issues not in terms of location but in terms of leakages. 

Hirsch (op cit, pel74) distinguishes between the two approaches and their 

treatments of locational issues as follows. "Whereas in micro-economics, 

spatial characteristics were viewed in the context of distance and proxim- 

ity among markets and actors, in macro-economics the important spatial 

concern is with the open-ness of the urban economy." 

We have divided the locational effects of local economic planning into 

two - the locational consequences and the leakage effects. Following 

  

*® Urban economies are one example of local economies. Regional economies 
are another example. Here we use theories from both urban and regional 
economics.
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Hirsch (above) we would expect to find economic theories of both location- 

al consequences and leakage effects in micro-economic approaches to local 

economies, and economic theories of leakage effects in macro-economic 

approaches to local economies. So we now have a closer look at those 

two approaches. 

ii) Micro-economic approaches to local economies 

The micro-economic approach treats the tocal economy as a spatial part of 

the national economy, the links between the local area and the nation 

being economic flows across space. It tries to give causal explanations 

of those flows by combining theories of location and micro-economic 

theories of individual behaviour. 

location theories try to explain how people choose and change locations - 

locations to live, work, and play, end locations from which to buy end 

to which to sell. Hence, location theories try to explain locational 

consequences. 

By combining location theories and micro-economics, we can try to explain 

the economic size of the flows resulting from the location choices - ise. 

we can try to explain leakage effects. The combination is by introducing 

distance into economic theory: to cross space costs time or money, so 

distance can be included in economic theory as a cost. By that combination, 

micro-economics is modified for application to towns and cities. 

If we had a general theory of location and if we knew the location of all 

relevant activities, we should in principle be able to predict the direct- 

ion and size of all economic flows across space. let us suppose that we 

  

For examples of this approach, see Richardson's textbook (1969) 
chapter 2,3,4,5, and 6.
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predicted all economic flows within Britain. Many of the flows would 

start, or end, or start and end, in our geographical area - say, 

Birmingham. We would then know the economic flows between Birmingham and 

the rest of Britain, and all the economic flows within Birmingham. If 

we had partial theories of location and if we knew the location of all 

the relevant activities, we could predict the economic flows across space 

relevant to our partial concem (as long as we made the ceteris paribus 

assumptions essential for all partial theories). 

In such ways, by introducing distance into micro-economics, the aim of 

the micro-economic approach is to build a theory of the economic process- 

es within a local area and between a local area and the rest of the 

world. An economic change in one area would cause changes in the economic 

flows between that and other areas, which the theory could predict. So 

such a theory could, it is clear, explain both the locational consequences 

and the leakage effects of local economic planning. 

iv) Macro-economic approaches to local economies 

Macro-economic approaches focus on aggregate variables within a local 

economy. The relationships between the aggregate variables within the 

local economy and those within the national economy can then be treated 

in two alternative ways. 

The city-state approach treats the local area as though it were a nation 

  

trading with the rest of the world. Like a nation, the money values of 

the area's transactions with the rest of the world have to balance, in 

the long run if not the short run.” However, we shall show later in this 

chapter that the city-state approach is based on a false assumption: we 

shall show that the money values of an area's transactions with the rest 

of the world do not have to balance. 

  

* Examples of applications of this approach are Artle's general model of 
the island economy of Oahu, Hawaii (1965), and Brook and Eay's treat- 
ment of export base theory (1974).
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The alternative treatment of the relationships between aggregate variables 

inside and outside a local economy we call the partial equilibrium app- 

  

xoach: it can be explained as follows. We know that a local area is a 

very open economy, with many unconstrained economic flows across its 

boundaries. However, now assume that the economic relationships between 

the area and the rest of the world are held constant: the assumption is 

notthat the flows themselves are constant but that certain hypothesised 

relationships which explain the flows are constant (e.g. the propensity 

to import consumer goods out of disposable income). The assumption intro- 

duces certain constraints on the openness of local economies, constraints 

which allow us to apply to it macro-economic theory as follows.* 

The first point is that it is difficult to apply general macro-theories. 

The reason is the lack of relationship between inflows and outflows. For 

example, the theory might be that imports of goods and services are a 

function of area income, but exports do not have to be such as to pay for 

those imports: exports might be the residual after other components of 

final demand have claimed the area output, or a function of the GNP of 

the country of which the area is a part, or some proportion (assumed 

constant) of area output. That is a weak foundetion on which to build 

  

We call this approach the partial equilibrium approach because it 
recognises that a local economy is part of the rest of the economy, but 
it keeps the relationships between the part and the whole constant. 
Changes in the part do not affect significantly the whole, and there 
is no feedback from changes in the part, through the whole, back to 
the part. Also, during the period of the enalysis, it is assumed 
that the whole does not change endogenously in such a way as to 
affect the part. Lipsey, 1966, p.499, gives this definition of partial 
equilibrium theory. Unfortunately, the term is used differently by 
Hoover, 1968, to refer to partial economic location theories.



comprehensive theories However, some of the partial macro theories of 

the national economy can be applied, those which do not need to assume a 

relationship between imports and exports. 

Some examples of partial equilibrium macro-economic approaches to local 

economies will show that they can be used to explain the leakage effects 

of local economic planning. The local short-run Keynesian multiplier 

is one example (see, @ege, Brown 1972, Sadler 1970, Allen 1969, Archer 

and Owen 1971), the long-run export base multiplier is another (see, 

especially, Tiebout's treatment of it, 1962). The partial theories 

which use an input-output framework for local economies are other examples 

(see, e.g., Morrison 1973, Hirsch 1963), as are the partial theories 

which use an income-expenditure framework (see, e.g. Brown 1972). All 

those applications were designed for predicting the size of the effects 

of a local economic change, after the leaks have taken place.*** 

Such partial equilibrium macro-economic approaches cannot, however, be 

used to explain locational consequences: the reason is that location theory 

(which explains locational choices in individual - i.e. micro - terms) 

  

* Glickman, 1971, does very well to build a model of the Philadelphia 
metropolitan area on that basis, consisting of 26 linked structural 

me equations. 
In practice, not being able to apply general macro-economic theories 
does not hinder us. If we wanted to explain the absolute level of an 
economic variable Y - where Y = £(X,, X2, .+e+eXn) - we would need to 
know the valuesaof all the independent variables (X, ... Xn), so we 
would need a general theory. But that is notwhat we want theory for 
in local economic planning; as explained earlier, we want to be able 
to predict changes in economic variables (e.g. Y) resulting from 
known changes in other economic variables (e.g. X-). In order to do 

rox fD8ts we need the partial theory - Y = £Ge), ceteris paribus. 
*=X Nore examples are given in Hirsch' textbook (1973) chapters 7 and 8.
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cannot be combined with macro-economics.*™ 

v) The state of economic theories of locational effects 

It is the aim of this chapter to investigate the state of theories in 

local economic planning in order to discover whether there are such 

theories for suggesting solutions to planners, and if so how good the 

theories are and what applications of local economic planning they are 

good enough to support. To meet that aim, ‘we have focussed on the special 

theoretical requirements of local economic plenning - the need to explain 

the locational effects. And now we have identified the theories which 

explain both sorts of locational effects - the locational consequences, 

and the leakage effects. We intend to investigate the state of those 

theories. However, that cannot be done without more preparation: the 

locational effects are caused by the openness of locel economies, and in 

order to evaluate how well the theories explain locational effects we need 

first a better understanding of the openness of local economies. We now 

turn to that subject. 

  

* tt is possible to conceive of macro-economic theories of local econom- 
ies being used to predict locational consequences. Some macro-economic 
theories have been developed of one area trading with the rest of the 
world (see later and appendix © to this chapter). If such theories 
could be expanded from one region trading with the rest of the world to 
one region trading with many other, specified regions, then the effect 

of a change in one region on the other regions could be predicted. Fut 
it must be said that at present a multi-regional theory is no more than 
an economist's pipe dream.
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The openness of local economies 

i) How open are local economies? 

The locational effects of local economic planning will be greater, and 

hence the task of the relevant theories will be more important, the more 

open are local economies. So first we need an idea of the degree of 

openness. 

Casual observation suggests that local economies are very open. People 

(i.e. labour as a factor of production) live in one area, work in another. 

People Give. consumers) earn money in one area and spend it in another. 

Firms buy inputs from the whole country and often sell their outputs as 

widely. Central government taxes incomes in London and gives the money 

as subsidies in Scotland. 

Systematic observation confirms such casual observations. Brow (1972) 

analyses data for the standard U.K. regions (e.g. the ratio of regional 

external trade to regional G.D.P.) which show those (vig) areas to be 

economically very open:e.g. for the W.Midlands in 1967, the average of its 

imports and exports was 1.4 times its G.D.P. Moreover, some of the 

analyses indicate that the smaller the area (measured by its G.D.P.) the 

more open it ist so we may expect urban areas to be even more open than 

those regions. Morrison (1973) has produced one of the few sets of social 

accounts for a town: his data for Peterborough show that in 1968, total 

output was about £400M, imports were £103M, exports £16(M. So we can 

take it, without more study, that local areas are very open economies. 

Hence we need to take the locational issues seriously.* 

  

Netzer (1974, p.261) gives a good example of the openness of local econ- 
omies and its consequences. "Prior to 1965, New York City was a sales- 
tax island, for there was no sales tax in either adjacent New Jersey or 
in the surrounding suburban counties in New York State. A careful 
economic study indicated that the city's sales tax (then 4 percent), by 
itself, was responsible for the diversion of nearly 25% of the city's 
retail sales of house furnishings and apparel to suburban areas. This 
in turn had serious effects on employment in retail establishments."
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ii) Four ways in which local economies are open 

There are four ways in which local economies are open, and theory must take 

account of all of them. One is the physical ease of factor movements 

across the local boundaries. Another is the physical ease of personal 

movements causing changes in the city's net external factor payments. 

Another is the physical ease with which imports and exports can be traded 

and be changed. The last is the absence of institutional costraints om 

some of the economic flows across local boudaries. The first three 

causes of openness have received much more attention than the fourth. 

iii) The physical ease of factor movements 

Brown (1972) describes this first type of openness as follows. "The 

peculiar problems of regional policy arise largely because resources of 

many kinds are neither perfectly mobile nor perfectly immobile between 

regions, but have a finite degree of mobility which, while it cannot be 

ignored, is not large in relation to the rate at which patterms of demand 

and technology change .-ee In seeking to operate on the location of 

population and industry, policy is dealing not with quicksilver, but with 

treacle. (p.3)".* 

iv) The physical ease of personal movements 

The second type of openness is related to the first. Suppose a person 

lived and worked in Birmingham, then moved to live and work in Manchester. 

That is in the first category, a factor of movement of treacle speed. 

  

* It is possible that we can reduce the difficulties this causes by 

working at two time scales - the short-term, within which factors can 
be regarded as immobile because the treacle has not moved any apprec- 
iable distance, and the long-term after the treacle has found its new 
level: see later.
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Suppose, however, the person living and working in Birmingham moves house 

to Stafford but keeps his job in Birmingham. Birmingham has not lost a 

factor of production, but payments by Birmingham industry for that factor 

now go outside the city. Suppose that the person gets a job in Stafford 

but keeps his house in Birmingham. Now Birmingham has lost a factor of 

production, but gains factor payments from outside the city. In one case 

there is a factor movement, in both cases Birmingham's net external 

factor payments change. They can be quicksilver changes and the flows of 

money involved are likely to be significant (see, e.g, the Census of 

Population data on the amount of migration between adjacent local author- 

ity areas) . 

v) The physical ease with which imports and exports can be traded. 

The third type of openness also involves movements at the quicksilver 

rate. I was going to buy a car from the local garage, but the desired 

colour is not available so I pick up the 'phone and place an order with 

the garage in the next town. So quickly and easily can I cause an increase 

in my town's imports. The same might apply to a firm buying inputs. 

Suppose a university buys its paper supplies locally. Then a competing 

producer from another region offers similar paper at the same price (he 

absorbs all freight costs) but with quicker delivery. So the university 

starts to import its paper. 

vi) The absence of institutional constraints on economic flows across 

local boundaries 

The fourth type of openness also involves quicksilver movements, but causes 

us especial difficulties: moreover, it is not widely recognised, so the 

difficulties have been little resolved. The cause of the openness may 

be expressed as follows: a sub-national area is not treated as a self- 

contained unit for accounting purposes, so its imports and exports need



245 

not balance. In that way, a sub-national area is different from a nation 

and the theory of international economics applicable to the latter cannot 

be applied to the former. 

This fourth type of openness is investigated in appendix B to this 

chapter. Here we shall just state the conclusion of that investigation: 

it is that transfer payments between the local economy and the rest of 

the world are unconstrained. 

That has very important consequences for local economies which can be 

summarised as: a town does not have to export in order to import. Export 

or die! might apply to the U.K., but it does not apply to Manchester, or 

to Scotland. For example, a region can build up a trading deficit on 

inter-regional account over several years but never have to pay off that 

debt, or it can earn a trading surplus on inter-regional account and 

never be able to use it as a claim against other regions. 

Theories of the urban economy have not ignored such transfers: the 

transfers are an important component of what are called “leaks" into and 

out of the town (see, e.g., chart 8.1 in Brown, 1972). What have been 

ignored are the implications for theories of the urban economy of the fact 

that the leaks are unconstrained. For example, "city state" approaches, 

which assume that the money values of an area's transactions with the rest 

world have to balance, can now be seen to be invalid (see the discussion 

earlier). 

With the fuller understanding thus gained of the openness of local econom- 

ies we can appreciate better the locational effects of local economic 

planning which the openness causes. So now we are prepared to evaluate 

the economic theories which explain those locational effects.
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The state of micro-economic treatments of locational consequences 

The micro-economic approach to local economies combines, as we have said, 

location theory and micro-economic theory. We shall examine first the 

state of location theory, then the state of its combination with micro- 

economic theory. 

i) Location theory 

Location theory has been developed to explain the locations of effects 

with causes in known locations, so should be able to explain the location- 

al consequences of local economic planning. Indeed, when we consider the 

four ways in which local economies are open, we see that three of them - 

ease of factor movements, ease of personal movements, and ease of import- 

ing and exporting - are the substantive concern of location theory.* 

What, then, is the current state of location theory? The most difficult 

theoretical venture is always producing a general theory. What is the 

state of development of general theories of location? Richardson has this 

to say (1969, p.101). "As yet, no fully satisfactory general theory of 

location has been developed. It is not difficult to outline some of the 

main factors affecting spatial economic activity and to demonstrate their 

influence in a broad unsystematic fashion, but such an approach fails to 

develop any rules for explaining the structure of the space economy." On 

the same subject Hirsch says (1973, p.9), "the state of the art is such 

that it is more meaningful at the present time to apply micro theory in a 

partial rather than a general equilibrium framework.". 

  

x ri : : The fourth way in which local economies are open - unconstrained 
factor payments - cannot be explained by location theory because, as 
we said in appendix B to this chapter, such transfers are inexplicable 
in economic terms.
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What is the state of development in that easier theoretical task, prod- 

ucing partial theories of location? It is notable that although many 

partial theories have been produced to explain locational consequences, 

there is little evidence yet to give us faith that any of them are true: 

either the theories are not yet in a form where they can be tested empiri- 

cally, or empirical testing has cast doubt on them or been inconclusive. 

For example, Brow (1972, chapter 10) describes the movements of people 

and capital between U.K. regions and cen find no theory to explain them 

adequately. In a review article Hoover (1968) discusses partial theories 

of location, and cannot describe any of them as established. A review of 

location theories applied to explain pattems of urban development is made 

by Harris (1968): he is similarly sceptical.™ 

Are there any exceptions to that sweeping description of the state of 

partial theories of location? One exception might be the well developed 

set of theories of traffic distribution used in transport studies; but they 

are of limited applicability, not even being transferable from one city 

to another (Harris, 1968, p.406). The same criticism has been made of 

another well developed set of location theories - those explaining which 

shops people visit (Distributive Trades, 1970). 

ii) The combination of location theory and micro-economic theory. 

Location theory on its own tries to explain the directions of flows (the 

locational consequences): in combination with micro-economics it tries to 

explain the economic size of flows (and therefore the leakage effects). 

What is the state of that combination? Hirsch (1973, p.xvi) calls it 

"... an extremely difficult undertaking in the present state of our 

  

* See also Needham, 1977a, chapter 10 for discussion and examples of the 
unusable state of most transport theories - i.e. location theories - 
of land use.
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approaches 

Our second 

            

ion we cen 

local economies are not
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e are taking the partial equilibrium approach to macro-economic theories 

of local economies, d that approach combines two thi ero-economic      

theories of the national economy, and the assumption of stable economic 

relationships between the local area and the rest of the world. The 

  

app’ coach then tries to explain the leakage effects of local economic   

planning. It would not be appropriate in this thesis to review the state 

of macro-economic theories of the national economy: but it is very approp- 

riate to investigate carefully the assumption of a local area having stable 

external economic relaticnships. 

i) The stability of an area's external economic relationships 

    discussion of this issue quickly becomes complicate 1d technical, so 

is put not in the text but in appendix C'to this chapter. Here we report 

the results of that discussion. 

The results are that an area's external economic relationships are more 

likely to be stable in some conditions than in others. The conditions 

where stability is less probable are’ 

an underdeveloned economy 

- full employment of productive capacity 

- big changes in the local economy 

- big changes in the rest of the world 

- chenges over a lon 

  

period. 

ii) Conclusions on macro-economic treatments 

Our first concern is with the presence of theories of leek 

  

age effects to   

  

stimulate ideas for planning practice. Our conclu     on is that there is an 
  

abundance of such theories: there is no shortage of partial macro-economic 

theories of the national econo   ly, and there is no shortage of ideas about
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how to combine those theories with particular assumptions about en area's 

external economic relationships (see appendix C to this chapter). 

Our second concern is with the state of theories about leakage effects. 

Our review of theories about a local area's external economic relation- 

ships has shown us the conditions in which those relationships are less 

likely to be stable and, hence, predictable. Hence it is in those cond- 

itions that the combination of macro-economics and the assumption of stable 

relationships is likely to produce less reliable predictions. Hence the 

predictions by macro-economic approaches of the leakage effects of local 

economic planning are likely to be less reliable in those conditions. 

iii) Combinations of macro- and micro-economic treatments of locational 

effects. 

It is convenient to mention here that a few theories of local economies 

have been developed which combine the macro- and the micro-economic 

approaches. The Lowry model (Lowry, 1964) is the best known, a combinat~ 

ion of partial equilibrium approaches (economic base) end location theory 

(a gravity model). There is an exogenous increase in basic employment in 

a zone within a region: the size of extra employment and population gener- 

ated is predicted by the economic base theory: the location by zone of 

extra employment and population is predicted by the gravity theory. The 

method is ingenious but suffers the limitations described above of both 

micro- and macro-economic approaches. 

Certainly, the empirical success of the Lowry model when applied by 

Lowry to Pittsburgh was not encouraging. The model accounted for only 58% 

of the variation in retail employment in zones throughout the area, and 

62% of the variation in population. In a test on the Reading sub-region
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by Foot (1973), the model fared better and accounted for 83% of the var- 

iation in population change over 5 years. Nevertheless, Harris (1968, 

p-382) considers that coefficients of determination in such zonal models 

should be in the vicinity of 0.95 to 0.99. 

It is a matter of judgement and debate whether a theory with errors of 

such magnitude should be used for public planning. And that consideration 

is the subject of the final section of this chapter: what applications of 

local economic planning are suggested and can be supported by the current 

state of the theories which explain the locational effects of such 

planning?
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Appendix A to chapter 6 

Integrating economic theories of locational effects into theories in 

local economic planning 

i) The contribution made by economic theories to theories in local 

economic planning. 

One of the difficulties with theories in local economic planning is that 

they mst explain the effects of economic measures on non-economic var- 

iables as well as on economic variables. For example, it might be desired 

to use economic measures to change the social structure, to affect build- 

ing rates and land uses,to reduce poverty. Connections between economic 

means and such non-economic ends take us to the margins of economic theory 

and perhaps beyond. So theories in local economic planning might have to 

go beyond economic theory. How can the theoretical task of explaining be 

divided between economic and non-economic theories? 

We need theories in local economic planning in order to be able to 

explain the causal links expressed diagrammatically as: 

economic means economic, physical, social ends 

—" 
specified by location and side-effects specified by 

location 

We can expand that causal chain, using the cause-and-effect sequence des- 

eribed in chapter 1: 

instrumental any number of policy variable and 

variable intermediate variables other final effects 

Now let us distinguish between the economic ends and side-effects and the 

non-economic (physical and social) ends and side-effects.



For economic ends and side-effects the chain expands as: 

I iy III 

economic > economic economic end 
means intermediate variables or side-effect 

Those causal relationship I to III can be contained within economic theory. 

For non-economic ends and side-effects, the chain expands as: 

A at TIT . Iv ¥ 

economic economic economic physical or physical or 
means > intermediate +> intermediate ~+ social intermed- + social end 

oa variable, n iate variables or side-effects 
1-(n-1 

The causal relationships I to III can be contained within economic theory, 

relationships III to V go beyond standard economics. 

In that way we can distinguish the contribution made to theories in local 

economic planning by strictly economic theories. 

ii) The contribution made by economic theories of locational effects. 

The contribution made by economic theories of locational effects should be 

contained within the contribution made by economic theories generally. 

That can be done only if all the locational effects can be contained with- 

in the causal relationships I to III. The following two practical examples 

show how that can be achieved. 

iii) Treating locational effects within the economic theory contribution. 

Suppose the new towns around the West Midlands conurbation accommodate 

manual workers but very few non-manual workers, as a result of which there 

are poor prospects of upward sncial mobility for manual workers and there 

is a lack of community leaders in the new town. Suppose it was decided to 

tackle that problem by giving cash incentives to firms within the conur- 

bation, an incentive dependent upon the number of new jobs created in the



new town. Then the cause-and-effect chain could be written as: 

certain cash incen= certain number changed occupat- more community 
tives to firms in of extra jobs, + ional structure -—> leaders and better 
conurbation by industry & in the new towns social mobility 

occupation, in in the new towns 
the new toms 

(Economic theories ) 
(- includes locational ; 

issues? 
(conurbation — new towns) 

(extra-economic theories ) 
- no locational issues?) 

(all in the new towns 

For another example, suppose that we want to predict the effect of the 

new National Exhibition Centre at Bickenhill on poverty in Pirmingham. 

A simplified cause-and-effect chain could be written as: 

N.E.C. built demand for 3s See ee more re ied Reduction of t sa — earned by -—» i Bickenhill of certain types Birmingham Maes 
at Bickenhill residents i 

(economic theories 

(includes locational issues: 

(Bickenhill — Birmingham (extra-economic theories) 
ie no locational issues: 

(all in Birmingham 

iii) Theories in local economic planning divided into two parts. 

In that way, we divide theories in local economic planning into two parts. 

The first part explains relationships between economic ceuses and econom- 

ic effects, both specified by location. Let us call such explanations 

theories of the urban economy.* The contribution made by economic theories 

  

* Note that, although we talk about theories of the urban economy we shall 
be using in our discussion of it much of the theory which has been applied 
to regions. Indeed, what we call later in this chapter urban macro-economics, 
Richardson (1969) quite firmly calls regional macro-economics. The similar- 
ity is because cities and regions are both areal parts of the national 
economy, sub-national economies which are very open to the national economy. 
The main difference between them is that the region, being larger than the 
city, is probably less economically open that the city. Hence a city can 
be considered as a special case of a region, or vice versa, and the theory 

applicable to one is applicable to the other.
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of locational effects (which theories are described in the main text) is 

contained within such theories of the urban economy. The second part of 

theories in local economic planning explains relationships between econ- 

omic causes and non-economic effects, neither specified by location. 

Such explanations can be called economic theories of urban problems. 
 



  

Appendix B to chapter 6 

The absence of institutional constraints on economic flows across local 

boundaries 

This was identified in the main text as the fourth way in which local 

economies are open. Here we investigate it further. 

This type of openness can be illustrated with the following example. 

Suppose there are two areas, A end B, and a man in B buys a good from A. 

A B 

good produced entirely &x man with income 
by A factors Sears es iar, entirely from 

good production in B 

International trade 

Suppose A and B are independent nations. Suppose they use the same 

currency (£) and maintain a constant exchange rate (that avoids problems 

of changing relative values). After the purchase, A has a claim on B for 

£x, which it can use to buy £x of consumer commodities from B, or to buy 

£x of capital stock in B, or which it can hold as a liquid asset realisable 

at some date against B. 

Inter-regional trade. 

Suppose A and B are toms. After the purchase, households in A have £x 

more disposable income, households in B £x less. 

Suppose that 'A' households use that £x to buy £x of commodities produced 

in B, for which there is not the consumer demand in B (because household 

income in B has lost £x). If that happens inter-regional trade is anal- 

ogous to international trade. (For a description of a region's inter-
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regional payments mechanism in this simple case see Ingram, 1959). Such 

is the assumption of many theories of the urban economy. But there is 

another set of possibilities. 

- Either, the government may levy an extra tax on A of £x and give an 

extra subsidy to B of £x, 

- Or, parents in A may give a gift of £x to children in B, 

— Or, a firm with plants in A and B and a set brlaceourts which does 

not distinguish between the separate plants may reduce payments to 

A factors by £x end increase payments to B factors by £x, although 

the outputs of the A and B plants are unchanged. (An international 

example would be of a multi-national firm switching profits between 

its national branches in order to minimise its tax payments.) 

If any of those possibilities happens, then A's claim on B is wiped out, 

as are the excess of income over output in A and the deficiency of income 

over output in B, If so, inter-regional trade is not analogous with 

international trade. 

So the main difference between international and inter-regional trade 

involves transfer-payments (as distinct from payments for resources or 

for commodities). The important difference is not that those transfers 

exist: there are international transfer payments also. Nor is the 

important difference that the transfers are unrecorded: true, they are 

recorded in international trade, but that difference is the effect of the 

crucial difference described below. Nor is it that the transfers are 

inexplicable as the systematic effects of causes: international transfers - 
  

e.g. repatriation of immigrants' incomes, Britain's contributions to EEC 

funds - are not explicable as the effects of economic causes. The import-



231 

ant difference is that the transfers are unconstrained: there is no need 
  

for inward and outward transfers to be equal in the short or the long run, 

or for a net imbalance of transfer payments to be equalised by an opposite 

net imbalance of payments for goods, services, or investment. (It is 

for such reasons that Prud'homme (1975) suggests that urban economics is 

so different from other branches of economics that it requires a separate 

study and a separate name, 'poli-economics'.) 

An example of the way in which there has been neglect of the implications 

of such unconstrained transfer payments for theories of local economies 

can be found in Hay (1974). He writes, "A region which runs a current 

balance of payments deficit may be financing that deficit by increasing 

regional indebtedness, which is effectively a capital import (though it 

may be spent on consumption rather than capital goods). On the other 

hand, a region with a consistent balence of payments surplus is effectively 

exporting capital. In some examples it can be shown that regions finance 

deficits by rmning down capital reserves; for reasons already noted this 

will not be the surrender of capital already invested in the region (land, 

buildings, machinery) but the liquidation of holdings in the central 

capital markets, government stocks etc. Similarly, the existence of a 

regional trading export surplus may result in the accumulation of capital 

reserves held by individuals and companies resident in the region, but 

not in an increase in capital investment in the region." (p.106). That 

analysis of the economic relationships between a local economy and the 

rest of the world is, we can now see, incorrect. 

Is such a neglect of unconstrained transfer payments an important ommission? 

It depends on the size, absolute and relative, of the transfers, and Brow
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(1972, tables 3.3 and 3.11) gives some figures for the U.K. regions which 

enable us to judge that. We reproduce them here. 

  

  

Regional balances per head, 1961 £ per annum 

Region GDP Net export of _ _ Financed by — _ _ 

goods and net factor net public other 
services receipts sector 

expend 

(a) (») (c) (a) (e) 

North 410 +13 =20 +7 = 
E & W Ridings 452 +46 -17 -9 -20 

North West 4g +21 21 =11 ed 
N Midlands 463 +34 -17 +6 23 
W Midlends 489 rAd -20 -19 +20 
S E England 503 - +20 -10 -10 

South West 400 -74 +25 +o +9 

Wales 4O1 -54 -16 +28 +42 
Scotland 392 ~9 +1 +13 -5 

Ireland 289 -65 +6 +43 +16 

  

Notes: (b) is the difference between GDP and expenditure, each estimated 

independently. 

(c) includes property income, pensions, and interest from the 

public debt. 

(a) is the difference between receipts to and expenditure by the 

public sector, each estimated independently. 

(e) is a balancing item 

For an explanation of how these figures were derived, see Woodward, 1970. 

Of the three types of transfer payments which we have identified (inter- 

firm transfers, inter-person transfers, and government transfers) only 

one - government net transfers, column (d) - is shown on this table. 

Transfers between plants of the same firm have not been taken into 

account in estimating regional expenditure, and hence they distort the
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estimates of net export. Gifts between individuals will be included in 

column (e), the balancing item, along with private capital movements. 

What does the table tell us? Fearing in mind the inadequacies of the 

data we can say only this: that government net transfers, although a small 

proportion of regional GDP, are in many regions a large proportion of 

the net import/export balance. As a result, the transfer payments cannot 

be ignored and the fact that they are unconstrained is significant. This 

conclusion is derived from data for regions: it is likely to apply no 

less strongly to towns. 

Che of the very few studies of such transfer payments has been made by 

an American group - the Association for the Study of the Grants Economy - 

which exists to promote the study of the importance of grants in the 

economy, as a complement to the recognition of the importance of market 

exchanges. One of its publications (Boulding, 1973) is a collection of 

papers about public transfers and private charitable transfers between 

different parts of towns, between towns, and between states, It reports 

empirical results which show that public transfers within and between 

American cities are significant in size and distributional effects.



  

Appendix © to chapter 6 

The stability of an area's external economic relationships 

The issues are clarified by showing an area's external economic relations 

(the money flows across its boundary) on a social accounting matrix. The 

particular version of the S.A.M. used expresses this most clearly. With 

it can be demonstrated most of the four ways in which the urban economy 

is open. 

Ease of factor movements 

Most capital movements can be treated as industrial loans: a Birmingham 

firm investing its savings in a new plant in Wales will expect to 

receive back interest and profits from Wales. On the SAM, external loans 

are outlined in yellow (colum 8, row 1; colum 1, row 8). Labour move- 

ments cannot be shown on a SAM. If a person moves and takes capital or 

savings with him then, as well as the labour movement, there is a capital 

movement which cannot be treated as a loan and which, therefore, cannot 

be shown on the SAM. 

Ease of personal movements 

The movements of a person as a factor of production cannot be shown on 

the SAM. However, the changes in net external factor payments resulting 

from a change of residence but not job, or a change of job but not resi- 

dence, can be shown on the SAM: such external factor payments are outlined 

in blue (colum 1, row 6; column 5, row 2). 

Ease of importing and exporting 

Current and capital external trade can be shown on a SAM: imports and 

exports of goods, services, and loans are outlined in green (column 1, 

row 5; column 2, rows 5,6,8; column 3, row 8; colum 5, row 1; colum 6,
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rows 1,2; colum 8, rows 253) 6 

Unconstrained extemal trensfer payments 

Governmental transfer payments are often shown on a SAM; there is no 

reason why the other two types of transfer payment (intra-firm and inter- 

household) should not also be included. All external transfer payments 

are outlined in red (colum 1, rows 5,7; colum 2, rows 6,7; colum 3, 

rows 5,6,73 column 5, rows 1,3; column 6, rows 2,3; colum 7, rows 1,2,3). 

4A SAM does no more than record those external flows. We want to be able 

to ask how stable the causes are. We shall consider each of the four types 

of openness separately. 

i) Factor Movements 

We reported in the text of chapter 6 attempts to find location theories 

of inter-regional factor movements. There are alternative theories of 

such movements, macro-economic theories, which claim that factors move 

into or out of an area as the systematic effect of certain exogenous 

causes: that is the theory of the export base or (more generally) the 

economic base. According to that, a change in an area's "basic" economic 

activities causes a change in the area's "non-basic" activities, and the 

change in total activities causes a corresponding movement of factors 

across the area boundary. The question of stability thus becomes: how 

stable is the area's economic base multiplier? 

There has been some study of that question. Tiebout (1962) in his refine- 

ment of economic base theory gives several reasons why he thinks the 

multiplier is stable, but does not test them empiticelly.* Among the 

  

x 
Unreasonably, he puts the onus on his critics to do that empirical 
testing.



reasons for stability which he gives are: 

- ease of entry into and exit from the market for local service firms, 

enabling non-basic industry to respond quickly to changes in demand. 

~ if local income grows, the tendency for increasing imports as consumers 

grow richer and change their consumption patterns will be offset by the 

tendency for decreasing imports as the local market grows and locally 

produced gocds can be substituted for imports. 

Tiebout says that those reasons for stability support the assumption of 

a stable multiplier measured in income more than a multiplier measured 

in employment. 

In an earlier article, Tiebout (1956) quotes a study which found a stable 

basic/non-basic ratio in en Americen city between 1940 and 1947. And 

Brown (1972) finds the economic base multiplier in British regions con- 

stant over fairly long periods. On the other hand, Brook and Hay (1974) 

say that studies "suggest that the multiplier changes over time quite 

quickly", but do not specify the studies. 

We must now introduce time into our discussion of factor movements. In 

the very short run, we can assume that factors have not had time to move, 

thet they are immobile. In the long run, we can assume that factors have 

moved (perhaps according to economic base theory) and are in a new 

equilibrium. That distinction gives us two versions of the area multip- 

lier - the Keynesian multiplier, before factors have moved, (which is 

what Brown estimates in the example given earlier), and the economic base 

multiplier, after factors have moved. 

Tiebout (1962) goes further and divides the long run into two: in the 

shorter period, exports, local investment, and local government current
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operations are exogenous, in the longer period only exports are exogenous. 

That gives a "short run" economic base multiplier and a "long run" economic 

base multiplier. By distinguishing thus between the time periods of 

multipliers, empirical investigations of the stability of the local 

multiplier might be made more conclusive. 

ii) Personal movements 

There has been much less study of the economic effects of people moving 

places of work but not of residence, and places of residence but not of 

work. Many of such personal movements will be matched by opposite move- 

ments, so that there is no net effect. For example, a person previously 

living and working in Birmingham, who moves out of Birmingham but keeps 

his job there, might sell his house to a person who moves from outside 

Birmingham but who keeps his old job. 4nd the Birmingham job of a person 

previously living and working in Birmingham, who takes a job outside 

Birmingham without moving house, might be taken by a person who previously 

lived and worked outside Birmingham and who takes the job without changing 

house. However, we know that such personal movements do not always 

balance out, and thet in England most big cities have been losing popu- 

lation faster than jobs (see, e.g., Vol.III of the report of the Royal 

Commission on Local Government in England, 1969). 

There is no adequate quantitative theory which explains such net movements. 

But as the net movements are at treacle speeds (the gross movements are 

faster, but the net movements require new househuilding), we can ignore 

them if we restrict ourselves to predicting over a short period. Over 

longer periods, the net movements might be treated as exogenous to the 

theory, determined by physical planning policies.
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iii) Imports and exports 

The stability of an area's imports and exports have been studied, incon- 

clusively, but there are some useful ideas and findings to report. 

One of the first serious studies was by Moses in 1955, and he established 

a sophisticated and useful framework. He constructed a framework of 

inter-regional accounts, with two sectors only per region, production and 

final demand. The production sector was disaggregated into an inter- 

industry matrix. All imports and exports, not only of intermediate prod- 

ucts but also of consumer and capital goods, were routed through the 

inter-industry matrix. Then he defined a" trading coefficient", e a 

as the value of goods from industry x purchased by region j from region i 

per unit of output of industry y in region j. 

If our interest is in trade between several specified areas, we need to 

use that detailed form of trading coefficients. If our interest is, 

more simply, in trade entering or leaving one specified area, we can use 

asimpl er form. The trade coefficient is then tay - the input to prod- 

uce one unit of ouput of industry y in the specified area from industry x 

in the rest of the world. That form of trade coefficient is used by 

Miernyk and Giarratani (1974). 

We can now ask our question about the stability of an area's external 

relationships as: how stable are trading coefficients? 

iv) The stability of trading coefficients 

There is no reason to think that trade coefficients of either form must 

be stable. Moses himself says (1955) "the assumption of stable trade 

coefficients is the crucial issue. Clearly the logic behind the assumption 

of fixed production (i.e. technical) coefficients is inapplicable. There



is nothing in the nature of an engineering production process which can 

be interpreted to imply that, say, Alabama rather than Pennsylvania coke 

must be used in the production of steel, or that the two must be used in 

fixed proportions by the mills in a region." 

Moreover, there are good reasons for expecting trading coefficients to 

be unstable. For example, Tiebout (1957) points out that if trading 

coefficients are stable during industrial growth in an area, then 

agglomeration economies are not working. And an area may produce import 

substitutes, either as a long rum response to local demand (e.g. Brow, 

1972, p.192), or as area income grows and local demand crosses the thresh- 

old for efficient production. Hirsch points out that those reasons 

apply to input-output analysis applied nationally, and says that "there is 

no reason to expect that their effects will be any more damaging to an 

urban than to a national analysis" (1973, p.209): our discussion about 

the openness of local economies suggests the opposite conclusion. 

Empirical evidence about the stability of trading coefficients is very 

sparse. Moses, in his 1955 study estimated the coefficients for two years, 

1947 and 1949, and concluded, "Our empirical investigations have revealed 

some year to year variations in the trade coefficients. However, the 

author believes that they have exhibited sufficient stability to warrant 

their being subjected to further statistical evaluation on various levels 

of regional and commodity aggregation". However, reviewing his work 13 

years later, Moses was objective enough to be able to say of it, "The 

evidence for stability that has been presented is not convincing, because 

ell economic activity was grouped into a few gross industries and regions, 

with changes over time in individual market and supply areas probably
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x 
balancing out! (Moses, 1968). 

Emerson (quoted in Miernyk and Giarratani, 1974) calculated import co- 

efficients for the State of Kansas in 1965 and 1970, and found some big 

changes. Miernyk and Giarratani (op cit) consider it unwise to assume 

that trade coefficients are stable, and instead introduce exogenous 

changes into those coefficients. Miernyk (1973) reports a study which 

made trade coefficients change (decrease) slowly over time, as import 

substitutes were developed. 

Perhaps empirical evidence would be more helpful if it took account of 

the theory about the conditions under which we might expect trading co- 

efficients to be stable. The conditions which Tiebout gave for expecting 

a stable economic base multiplier (see earlier) are also conditions for 

stable trading coefficients. Isard and Kavesh (1954) suggest that co- 

efficients will be more stable the more mature and developed the economy. 

Moses, in his 1955 article, goes into more detail. First he assumes pure 

competition and zero intra-regional transport costs, the implications of 

which for inter-regional trade he shows to be not unrealistic. With those 

assumptions he argues that stable trading coefficients depend on stable 

regional cost/price relationships and spare regional capacities for 

production and distribution. He concludes, "On the whole, the model 

appears best suited for short-run analysis under conditions of less than 

full employment of labour, plant and equipment in each region." 

So the theory and evidence for stable trading coefficients is inconclus- 

  

# Note the implication that the bigger the area the greater the stabil- 
ity of the coefficients, and vice versa. Moses divided the United 
States into 3 regions; we are talking about individual cities.
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ive. 

However, if the trading coefficients are unstable, that does not invalid- 

ate our assumption of stable external relationships. Trading coefficients 

are just one form of expressing external relationships: perhaps another 

form is better. For example, Hirsch (1973, p.215) suggests using a stable 

import function as follows, "If the form of the import relationships is 

specified so as to explicitly include a marginal propensity to import, 

then the propensity can itself be made a function of the level of output 

of the area such that, as the area output rises, the propensity to import 

falls, reflecting the effect of the production of import substitutes as 

the market size of the area grows." And Sadler (umdated) considers the 

possibility that rising incomes in an area will alter the pattern of 

imports by changing personal consumption pattems: he meets that possib- 

ility by positing marginal propensities to consume local goods for various 

income groups, then by estimating how an increased area income will 

change the distribution of residents between income groups. 

More complicated forms of expressing external relationships are those 

which substitute for stable trading coefficients in input-output analysis 

stable equations describing inter-regional trade flows as functions of 

the distance between areas and of the demands for and supplies of goods 

by area: see, for example, the work of Leontief and Strout (1963) end of 

Polenske (1970). 4n alternative approach is to use linear programming to 

explain inter-regional trade flows as the result of certain optimising 

decisions: Moses (1968) reports some examples of this. Miernyk (1973) 

reviews several such attempts to express external relationships in terms 

other than trading coefficients.
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Another method does not require theories of inter-regional trade, as it 

uses instead theories of how prices, and then exports, change in response 

to changes in demand. The early stages in such a theory are described 

by Waelbroek and Guillaume (1970). 

What is the state of such attempts to explain trade between small areas 

as the result of stable structural relationships. Lecomber (1970, p.25) 

judges some of them theoretically and is sceptical. "Even internationally 

the determinants of trade are complex and single assumptions are barely 

adequate. For regions, the problems are compounded by the extreme 

openness of their economies, the instability of trading patterns, increased 

by the small number of local enterprises and initiatives of a large 

outside body (the Central Government) ...". Unfortunately, there have 

been too few empirical tests of those theoretical attempts. 

v) External Transfer Payments 

As we know so little about these payments, and as they are probably 

inexplicable (or only partly explicable) in economic terms, our study of 

their stability must be very simple. 

There are three components, we have said: intra-firm transfers, inter- 

household transfers, and government transfers. It seems plausible to 

assume that the first two are smaller and more stable then the third; so 

we shall concentrate on the government transfers. One approach is to try 

to explain those government transfers in economic terms: for example, 

Brow (1972, pp.182,183) suggests that taxes flowing out of the region 

and welfare payments flowing in are both proportional to the area output. 

Probably that is far toc simple, but it might be used as follows: assume 

that changes in government transfers are in two parts, one explicable in
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economic terms (e.g. as a function of area output), the other inexplicable 

but knowm (e.g. the doubling in Regional Employment Premium announced in 

July, 1974). Even that, however, might be too simple: the Americen 

study of inter- and intra-urban grants (Boulding, 1973) showed that it is 

often difficult to predict the area incidence of government transfer 

payments. 

vi) Conclusion 

This appendix has studied the assumption on which is based the partial 

equilibrium approach to the study of local economies, the assumption that 

an area's external economic relationships are stable. The only conclusion 

we can give is that the assumption seems to stand up quite well to the 

few theoretical and empirical tests to which it has been put, as long as 

we remember the conditions in which the assumption probably cannot be 

applied. The conditions are: 

- an underdeveloped economy 

- full employment of productive capacity. 

To those conditions we must add the conditions in which any partial 

equilibrium theory becomes suspect (remember that we are treating the 

local economy as being in partial equilibrium with the rest of the 

world): 

- changes in the local economy big enough to cause more-than-marginal 

changes in the rest of the world 

- endogenous changes in the rest of the world big enough to change its 

structural relationships with the local economy. 

And for caution we must add another condition in which we would not 

apply partial equilibrium approaches: 

- to predict changes over a long period, during which technological or 

institutional factors might have changed significantly. (We went to 

be able to include the effect of factor movements, so we need to con-
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sider changes over, say, 5 years. Predictions for a longer period than 

that would probably become unreliable.)*™ 

  

* In the light of those conditions it is surprising that Morrison, 1973, 
claims that his input-output model of Peterborough will be helpful to 
the development Corporation there in planning the expansion of 
Peterborough from 82,000 to 188,000 people over 20 years.



Chapter 7 

THE ORGANISATION OF LOCAL ECONOMIC PLANNING
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In this section II of the report, we discuss some of the most important 

issues that would be raised if it were decided to extend the practice of 

local economic planning. The first issue, in chapter 6, was: what exten- 

sions of local economic planning could be supported by the current state 

of theories in such planning? The second issue, to be discussed now, is: 

if local economic planning were to be practised more widely, through what 

governmental organisations would it best be practised? It is the purpose 

of this chapter to study that question.* 

Two important organisational considerations have already been raised, both 

in chapter 5. There we concluded that, if local authorities tried to 

practice local economic planning more widely, there would be great politi- 

cal tensions between central and local government, those tensions would 

shape the organisations through which local economic planning was pract- 

ised, and the resulting organisational structures would in turn limit the 

practice of such planning by local authorities. In chapter 5 also we 

concluded that the constraining effects of the inherent limitations of 

local economic planning could be avoided by practising such planning 

within organisations that allowed "integrated planning". (The principle 

of integrated planning was described as follows: given a particular end 

to be achieved, the policy-makers should be free to choose those meens or 

that combination of means - one of the means could be local economic 

measures - which best achieved the given end.) Our discussions in this 

chapter must take full account of those two conclusions. 

  

*It isa question about the design of planning agencies, to answer which 
we need theories of planning. The theory of plenning which provides the 
foundation for our ensuing discussion is described in chapter 1.
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Our central question is: through what governmental organisations would 

local economic planning best be practised, if its use were to be extended? 

That question can usefully be taken in two stages. First: at what level 

of government would the economic measures be best designed, chosen, and 

implemented? Second: how would local economic plenning at that chosen 

level best be organised? We try to answer those two questions in sequence.
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What_ level of government? 

Iocal economic planning, by our definition in chapter 2, consists of 

designing, choosing,and implementing economic measures designed for and 

applied at the local scale. The three stages of designing, choosing, and 

implementing are at the centre of the process of planning, and could be 

carried out at different levels of government. What level of government? 

can be investigated by dividing the planning process into its three cent- 

ral stages then asking the corresponding questions: 

- by whom should the local economic measures be designed? 

- by whom should the local economic measures be chosen? 

- by whom should the local economic measures be implemented? 

The process of choosing the measures might, however, be complicated: the 

person or organisation which decides to accept the design might have to 

get that decision approved. Then we have four questions about the planning 

process: 

- by whom should the local economic measures be designed? 

- who should make the decision to accept those measures as designed? 

- who, if anyone, should approve that decision? 

- by whom should the local economic measures, as designed, accepted and - 

possibly - approved, be implemented? 

i) The possible organisations 

Those questions cannot be answered in a political and governmental vacuum: 

the answers must depend on the existing spatial distribution of other 

governmental powers and functions, or on what that spatial distribution of 

other functions should be. The latter choice is not ours here: we are 

not arguing for a reform of local government but discussing the possibilit- 

ies of adding a new type of planning to the range of existing government



activities. So we shall start with the existing spatial distribution of 

government functions. 

In England and Wales today there is, basically, a two-tier structure of 

government - central and local. Central government is the sovereign body, 

and it has conferred certain powers and functions on local governments. 

The resulting division of power is that local government depends on 

central government for its powers to act and is subject to central super- 

vision and, ultimately, control (see chapter 8). 

local government itself is in two-tiers, counties and districts.” At the 

regional level are various organisations (e.g. regional branches of central 

departments partly co-ordinated by Regional Economic Planning Boards; 

regional divisions of statutory wmdertakers, the NHS, etc.; and Regional 

Economic Planning Councils with only advisory powers), but there is no 

independent regional level of government. 

Such is the existing spatial distribution of government functions in 

general. There are some existing powers for local economic planning: what 

is the existing spatial distribution of those government functions in 

particular? The details are given in appendix A to chapter 3, which 

describes a set of powers distributed according to no apparent principles. 

The most coherent set of powers is over the location of industry between 

regions, and that is wielded and jealously guarded by central government 

(see chapter bye However, the existing powers for local economic planning 

are so patchy and ad hoc that their spatial distribution need not influence 

  

* For a description of local government functions and how they are divided 
between counties and districts see - e.g. - Cross (1974), appendix II,



our general discussion here. 

Within the existing spatial distribution of general government functions, 

as described above, where should the three or four central processes of 

local economic planning be carried out? 

There are four main possibilities: 

i) design, decision, and implementation by central government, possibly 

acting through its regional branches: no extra approval necessary 

(e.g. the present location of industry policy) 

ii) design and decision by central government, implementation by local 

government (comty or district): no extra approval necessary (e.s. 

the present agency arrangement whereby counties do the maintenance, 

care, and improvement of trunk roads) 

iii) design, decision, and implementation by local government (county or 

district), with some central government supervision and ultimate con- 

trol (e.g. coumties currently making structure plans which have to 

be approved centrally) 

iv) design, decision, and implementation by local government (county or 

district), with central government having reserve powers only (e.g. 

the control which districts now have over primary and secondary 

education and over council house rents ) 

Those possibilities™ can be expressed: 

(i) (ia) (443) (iv) 
design and decision central central local local 
implementation central local local local 
epproval not necessary not central central has 

necessary reserve powers 

  

* There are, of course, many other possible combinations such as: central 

design, local decision and implementation, no approval, or: local 
design, central decision, local implementation, no approval, or: central 
design, local decision and implementation, central approval. However, 
it is not necessary to consider such combinations as they are either 
obviously worse than the four considered or contrary to the traditions 
of British government.
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Those are the main possibilities with the existing structure of govern=- 

ment in England and Wales, It is possible, and not improbable, that the 

structure will change in a few years as a result of two pressures. One 

pressure is for regional government in England. Some devolution of power 

from Westminster to Scotland and Wales is now almost certain, and the 

Kilbrandon Commission on the Constitution is expected to recommend some 

devolution to the English regions. The other pressure is to re-organise 

local government again (so soon after the 1974 re-orgenisation), mainly 

because of dissatisfaction with the weak powers and unclear role of the 

counties. If both those pressures were effective, the most likely change 

would be abolishing the 1974 counties and replacing them with regions. 

The 1974 counties are larger than the previous counties, but, in the 

conurbations especially, have weaker powers. The districts dislike being 

checked by the counties, and the counties are too small to take powers 

devolved from central government. 

If it is decided to have regional government in England and Wales, with 

legislative and executive powers, the most likely new structure would be 

in three tiers, as: 

- central government, with fewer powers 

- regional government, with new powers from both central and the old 

counties 

- local government, at the district level only. 

If that were the spatial distribution of government functions, then there 

are additional possibilities for organising local economic planning.* 

  

* We do not consider here bigger, but less proveble, changes in the spat- 
ial distribution of public powers in England and Wales. If there were 
to be radical changes to the existing structure, many more ways of 
organising locel economic planning would be possible. For example, if 
Britain were to adopt the French prefectoral system, the prefect could 
be responsible for economic development, as he is in France - 
Ridley, 1973.
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The main possibilities* can be expressed: 

(wv) (vi) (wii) (viii) (ix) (x) 

  

design and || central reg'1 reg'1 reg'1 reg'l local local 
decision 

implement- 
ation reg'1 reg'1 reg'1 local local local local 

approval not central | central |central | central reg'1 reg!1 
necessary has res- has has 

erve reserve reserve 

powers powers powers 

ii) The criteria for choosing the organisation 

The choice of the best of those possible organisations for exercising 

government functions cannot be made neutrally, without taking sides: on 

such an issue, value-free judgements are logically impossible. So it is 

best to make a virtue out of necessity, and declare the political stance 

from which I discuss and state my preferences for the choice of organis~ 

ation. The political stance can be called, in shorthand, the liberal 

attitude. It values local democracy, equality, and administrative effic- 

dency; and when those prove to be mutually incompatible (as happens so 

often), it is prepared to lose first some administrative efficiency and 

second, with increasing reluctance, some equality. Put negatively, the 

liberal attitude distrusts concentrations of power. 

Political choices can still be made rationally, although they contain 

value judgements. The rational method to be used here is the same as is 

commonly used for choosing between alternative planning solutions: we first 

list the criteria, then we evaluate the possibilities against the criteria. 
  

Again there are other possible combinations, which are not worth our 
consideration.
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The value judgements (in this case, my liberal attitudes) are contained 

in both stages - the choice of criteria, and the evaluetion (which requires 

the criteria to be weighted relative to each other). 

The eight criteria that we shall use not only reflect my attitudes, but 

also are taken from similar discussions about how to allocate responsib- 

ilities between the various levels of government: in that way, the final 

choice of organisation should not be idiosyncratic. The eight criteria 

are now described. 

A. The deciders and implementers should have good access to the inforn- 

ation necessary for their decisions. 

4s we are talking about measures applied locally, this criterion would 

seem to suggest local organisation. As the Royal Commission on Local 

Government (vol I, para 29) says? "... whereever local choice, locel 

opinion, and intimate knowledge of the effects of government action 

or inaction are important, a service is best provided by local govern- 

ment, however much it may have to be influenced by national decisions ...". 

But that connection between the source of information and the level of 

organisation has been much weakened by improvements in communications. 

The same Commission report says (para 32): "... it is now technically 

possible to direct far more of government activity from the centre 

then it was 60 or 70 years ago .... The centre has become more aware 

of local problems and more susceptible to local pressures, and so 

less willing to leave local problems to local solution." And Stohr 

says (1969), "On technical grounds ... regions do not seem to be 

essential. They can be substituted by en efficient information system." 

In conclusion, the need for information favours local decisions, but
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the good communications within a small country like England put the 

centre at only a small disadvantage in local decisions. 

Decisions should not be made without account being taken of the effects 

of the decisions on all the areas where those effects are felt. 

For example, suppose the decision is whether or not to keep alive 

Norton Villiers Triumph in Wolverhampton by public loans and subsidies. 

Even if all the money that might be used came from Wolverhampton 

District, that area alone should not make the decision, for the factory 

probably employs many people living in other areas. The decision 

should take account of the employment effects on those other areas. 

In chapter 6 we discussed at length locational issues - such as an 

economic cause in location A having effects in location B = and con- 

cluded that such geographical "external effects" were often very diff- 

icult to predict but could be large. This criterion is, therefore, 

important. 

A particularly important example of external effects is the attract- 

ing of footloose industry. If Wales attracts a firm from Birmingham, 

Wales' gain is Birmingham's loss. It is central government policy to 

direct footloose industry into some places and away from others. 

Because of the geographical effects, central government argues that 

it alone should exercise that policy and that local government should 

not have similar powers (see the discussion on Britain's industriel 

location policy in chapter 5). 

Klaassen and Paelinck (1974) talk about the rank or spatial range of 

a decision, the territory over which the décision exerts a significant
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influence (p.47), and they argue (p.55) that the higher the rank of a 

decision, the higher the level at which the decision should be taken. 

That is a useful idea, but needs expanding. Let us take an analogy 

from physical planning again. District councils are allowed to make 

the decisions in a local plan, because the rank or range of such dec- 

isions is small, usually within the district. In contrast, the dec- 

isions in a structure plan may have a much wider range, wider even 

than the county. It is not the case, however, that structure plans 

are for that reason designed and chosen by regional or central govern- 

ment. Rather, county councils make structure plans and central govern- 

ment reserves the right (for that reason, and others) to veto or suge- 

est changes to parts of them: in that way is account taken of the 

geographical effects. 

The conclusion is that decisions about local areas which affect other 

areas need to be checked in some way by that organisation which is 

responsible for all the affected areas. If the affected areas are 

within a region, the check could he made regionally. If the affected 

areas are spread more widely, the check must be made centrally. 

Decisions which involve public expenditure should not jeopardise 

central government's macro-economic policy. 

When the Royal Commission on local government wrote about this in 

1969 (vol I, paras 33-35), it discussed only central government con- 

trol over the level of local authorities' capital spending, for then 
  

management of total economic demand was the central concern. ‘The 

Layfield Committee ("Local government finance") writing in 1976 

(paras 23-26) has had to discuss also central government control of P gi
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total local government expenditure, now that the central concern has 

extended to inflation and the distribution of national resources bet- 

ween service and manufacturing industries. 

The importance of this issue will vary with the state of the national 

economy, but at all times central government will want to be able to 

control the total amount and broad composition of public expenditure, 

including that third of it ("Local government finence", 1976, para 26) 

spent by local government. 

For that reason, central government will want to be able to check 

local public sector decisions which have significant effects on the 

national economy. 

Decisions should be broadly consistent with other national policies of 

central government. 

This criterion can be interpreted widely, and at the extreme can be 

satisfied only by central control of all but the most trivial local 

matters. "Local government finance" (1976 paras 27,28) discusses the 

application of this criterion to national policies for the distribution 

of expenditure between public services, including those services prov= 

ided by local authorities (e.g. the current national policy to re- 

strict public expenditure on education but not on housing). ‘The crit- 

erion has other applications also: see the 1947 Education Act and the 

Bill before Parliament that all public secondary education should be 

in comprehensive schools. Those examples show how a central govern- 

ment can use general Acts and the ultra vires principle (see chapter 8) 

to enforce its owm interpretation of this criterion. If central



government interpreted it tightly, it could with those means kill 

independent local government. 

The effect of this criterion is that central government must be able 

to check all local decisions, except those taken within limits defined 

by central government. 

Decisions should not increase significantly inequalities between people 

and between areas. 

Insofar as reduction in inequality is a policy of central government, 

this criterion is a particular case of criterion D. “Local government 

finance" (1976, paras 29-32) recognises two aspects of it, both 

currently national policy, vis: fairness between individuals and fair- 

ness between areas.™ 

The consequences of the current national policy of equality are des- 

cribed by the Royal Commission on Local Government (1969, vol 3, para 

33). "... a demand for greater equality of opportunity has emerged 

and been accepted. This entails action at the national level, both 

in insistence on minimum standards in certain local services and in 

increased financial assistance to poorer areas." And the criterion 

accounts indirectly for some of the dissent among the members of the 

Committee of Enquiry into Local Government Finance. For both Day and 

  

= The aim of faimess between areas needs qualifying. If the resid- 
ents of one area want different services from the residents of 
another area, insisting on the same services being provided to both 
areas is not wise. Inequalities would be reduced, but the economic 
resources could have produced more satisfaction in other uses (see 
Mills, 1972, chapter 12).
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ment in requiring certain minimum local services is so important that 

it should affect the form of local government finance. 

However desirable equality is, however, its wholehearted pursuit by 

central government could take away all autonomy from local government. 

"Local government finance" (1976, para 32) says, "We have noted in our 

visits to other countries that a large measure of local autonomy is 

usually associated with greater variations in the provision of ser- 

vices than in this country and a smaller and less precise redistrib- 

ution between areas.". 

The search for equality between the members of a nation could cripple 

local government. That is why we have expressed the criterion as "not 

increasing inequality" rather than as "decreasing inequality" or as 

“moving towards equality". So that local decisions do not increase 

inequality, they need to be centrally checked. 

All services affecting each other and having similar objectives should 

be administered by the same authority, for efficiency and effective- 

ness. 

This is the criterion which the Royal Commission on Local Government 

(1969, vol I, chapter VI) calls "grouping of services". The principle 

has already been explained in chapter 5 on "integrated plenning". It 

is that, when different services have similar aims, those aims are 

likely to be achieved more effectively and more efficiently if the 

services are administered in an integrated manner. 

On that principle, the Royal Commission (paras 244-247) argues that 

the two local environmental services of land-use planning and trans-
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portation should be administered jointly. And, most relevant for us, 

it argues that planning for economic development should be administered 

along with them. The paragraph 51 is worth quoting fully. 

"It seems often to be assumed that economic planning is a matter for 

central government, while land planning is, initially at any rate, for 

local government. fut the two are indivisible. Some facets of econom- 

ic planning ere, of course, outside the sphere of local government but 

the planning authorities must concern themselves with economic pros- 

pects in their areas. Indeed, these are central to all a local auth- 

ority's decisions on priorities. In an area where the prospects are 

poor, one of the main concerns of local government ought to be what 

it can do to improve them, to increase the attractiveness of the 

area to employers, to help labour to move from declining to new 

employment, to provide new opportunities for employment. Local govern- 

ment has not, so far, been encouraged to do much in this way (except 

through the medium of town development schemes whose purpose, however, 

is housing), partly because it is not geared to do it but partly also 

because its responsibility for economic planning is not recognised. 

It must have this responsibility, within the limits of its general 

purposes and scope and in collaboration with central government. 

Otherwise it cannot do its job adequately - the job we have defined 

as an all-round responsibility for the safety, health and well-being 

of people in different localities." 

We should note that the Royal Commission's use of the term "economic 

plenning" is rather different from ours: it means planning for econ- 

omic development (see appendix A to chapter 2). However, as many of 

the measures for economic development require economic powers, the
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Royal Commission is arguing that economic powers (and other powers) 

for economic development should be wielded by local government.™ 

We can apply the criterion of "grouping of services"! further. For we 

have been using "local economic planning" to mean the use of economic 

powers to tackle local problems. Poor economic development is only one 

of those. We have given examples above (see, e.g. chapter 3) of 

economic measures being used to tackle local environmental and social 

problems, problems which might already be the object of physical 

planning or the social services. So local economic planning is a 

possible alternative or complement to other measures already being 

applied locally. 

Here, the existing spatial distribution of government functions becomes 

important. Because physical planning and the social services are 

administered locally, this criterion suggests that local economic 

planning also should be applied locally. 

Local people should be able to make the local decisions which affect 

them. 

This is one of the main principles behind the democratic call for 

strong and healthy local government. For example, the Royal Commission 

on Local Government (1969, vol.I, para 28) tried to"... sustain a 

viable system of local democracy: that is, a system under which govern- 

ment by the people is a reality .... The importance of local govern- 

  

x 
If that application of economic powers is to be integrated with 
land-use planning and transport, it should be administered by the 
present counties - see later in this chapter.
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ment lies in the fact that it is the means by which people can pro- 

vide services for themselves ... and can decide for themselves ... 

what Kind of services they want and what kind of environment they 

prefer." Also, the report on Local Government Finance (1976) raised 

that as the main principle by which locel government finance should 

be ordered. 

The purpose of local economic planning is to improve the lives of the 

people living in an area by changing the local economic circumstances. 

On this criterion, the appropriate local decisions should be made by 

the local people. 

Political power should not be concentrated in too few hands. 

This criterion results from a desire to avoid the consequences of the 

abuse and misuse of power, on the theory succinctly expressed by 

lord Acton "Power tends to corrupt, and absolute power corrupts 

absolutely". It is the negative argument for a wide distribution of 

power. (The positive argument is in criterion G, that people should 

have control over their own lives.) 

One of the main advantages of a strong local government is that "it 

spreads political power" (Local Government Finance", 1976, para 14). 

"Local government is the best possible instrument to distribute power 

widely on democratic lines" said Robson in 1966. On this criterion, 

local economic planning should be administered locally, not centrally. 

iii) The choice of organisation 

Those criteria and the consequences of applying them to the organisation 

of local economic planning can be summarised as:
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A. Local decisions need local organisation, but 

local information central organisation is possible 

B. Take account of geographical central or regional organisation, 

external effects or a central or regional check on 

local decisions 

  

  

C. Consistency with national central organisation, or a central 

macro-economic policy check on local decisions 

D. Consistency with other central organisation , or a 

national policies central check on local decisions 

_ 

E. Take account of fairness central organisation, or a central 

between individuals and check on local decisions 

between areas 

  

F. Grouping of services local organisation 

  

G. Local democracy local organisation 

H. Spreading political power local organisation 

Criteria B, C, D, and E could be satisfied by central organisation, and 

also by local organisation with central or regional checks.* Criteria 

F, G, and H could be satisfied only by local organisation, not at all by 

central organisation. Criterion A could be satisfied better by local 

  

* in saying this, I am again taking my political stance. For example, 
another person who put the pursuit of equality (criterion E) paramount, 
and who thought that local organisation with central checks would: be as 
effective in that pursuit as central organisation, would not accept the 
former as an alternative to the latter.
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than by central organisation. In conclusion, only local organisation 

would satisfy all the criteria. 

So we conclude that, if the practice of local economic planning were to 

be extended, it should be a local government responsibility. In more 

detail, the criteria show that it is the location of the power that is 

important - the power to accept a design and to check that decision - not 

the location of the design or the implementation. In particular, the 

eriteria would not be satisfied by local implementation of central dec- 

isions. So we conclude that local economic measures should be designed, 

decided, and implemented locally. 

iv) Organisation in local counties or local districts 

How local should be the organisation ~ in districts, in counties, or in 

regions if regional governments were created? There need not be only one 

answer: new powers for local economic planning could be shared system- 

atically between those local tiers. Another example from physical 

planning will illustrate how: structure plans are a county responsibility 

(and might be taken over by new regions), local plans are a district 

responsibility. It is criterion B - account should be taken of geograph- 

ical external effects - that governs that division of physical planning 

powers, and the same principle suggests that local powers for economic 

planning should be similarly divided. 

Then, counties (or regions) should have the economic powers likely to 

cause important spillover effects: examples are powers for industrial 

development, powers for intervening in labour markets, powers for the 

non-financial use of local income tax. When spillover effects are likely 

to be small, the districts should have the powers: districts, for example, 

could use the rating system deliberately to reallocate activities within



their areas, without affecting noticeably other areas. 

So the level of local government which should most appropriately adminis— 

ter local economic planning would depend on the economic measures being 

taken. Therefore when, in chapter 12, we illustrate earlier conclusions, 

by describing certain new powers that could be created for local econom- 

ic planning, we shall recommend the level of local organisation for each 

new power respectively. 

iv) The political acceptability of local economic planning organised 

locally 

Our conclusion above was that only local organisation satisfies all the 

criteria. However, it satisfies criteria B, C, D, and © only if the local 

decisions are subject to central government checks. 

The importance of including effective central checks on the local exercise 

of economic powers should not be under-estimated. The subject is imp- 

ortant to us, not only because my choice of criteria requires it, but 

also because it seems to be very important to central government. That 

was one of our conclusions in chapter 5 - that, if local authorities tried 

to practise local economic planning more widely, it would create great 

tensions between central and local government. In chapter 5 we reached 

that conclusion after a theoretical investigation of the limitations of 

local economic planning, tested empirically with the experience of ind- 

ustrial location policy in Britain. Now we present more evidence to supp- 

ort the conclusion. 

"Unfortunately, the main opponent of a strong and flourishing local auth= 

ority role in the field of economic development is central government", 

says Rogers (1976). He describes how Tyne and Wear County promoted a 

local Bill to obtain extra powers to attract and retain industry. There 

were only 4 private petitioners who objected to the Bill, but central
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sovernment has weakened the powers considerably as the Bill is passing 

through Parliament (see appendix D to chapter 4). Minns and Thornley 

(1976), proposing a different extension of powers for economic planning 

to local authorities (see chapter 12 also), say, "What is emerging from 

this is a significant conflict between central and local government.". 

More generally, Robson in 1966 said that local government was "in crisis", 

because it has been persistently weakened and by-passed by successive 

governments and Parliaments. And ten years earlier a special study of 

the West Midlands (West Midlands Study Group, 1956) concluded that all 

was not well with local government there because of"a steady drift 

cae x 
towards centralisation". 

We have seen that certain criteria (B, C, D, and E above) require that 

central government be able to check some of the activities of local 

government. The reasons are plain: Britain is a small island, so 

actions by one local government might harm another local government 

or weaken a national policy. That is unexceptionable, and acceptable 

on technical grounds to people of most political stances. What is also 

plain, however, is the tightness with which central government at the 

present time wants to control local authorities, how strictly central 

government interprets our criteria B, C, D, and E. It is as if central 

government wanted greater and greater control. That might be seen as a 

deliberate move towards a Corporate State: alternatively, it might be 

seen as central government, both members and civil servants, being jealous of 

  

= Those findings should not surprise us. In a comparative study, Clark, 
1974, lists the national conditions associated with little community 
autonomy. Most of those conditions are present in Britain today. 
That the findings are normal does not mean, however, that they are 
desirable. From my political stance - described above - I see them as 
undesirable.
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its powers and envious of any other powers which weaken its control. 

Our earlier conclusion has thus been further supported, the conclusion 

that if local authorities tried to practise local economic planning more 

widely, that would create great tensions between central and local govern- 

ment. Yet we have argued also that any extension of local economic 

planning should be the responsibility of local government. Moreover, the 

inconsistency between those two arguments must be resolved: the reason 

is that central government cen, ultimately, control local government (see 

chapter 9); so the extension of local economic planning by local govern- 

ment requires the approval of central government. It follows that our 

argument, that any extension of local economic planning should be a local 

responsibility, must be modified in order to make it politically acceptable 

to central government. 

The modification we propose is an organisational one: central government 

must be able to impose checks on local authorities! economic planning, 

checks which must be tight enough to make such a location of responsibil- 

ity acceptable to central government. 

v) Central checks on local decisions 

We now have two related reasons for arguing that local decisions en 

economic planning should be subject to central checks - criteria B, C, D, 

and E require it; and the need for political acceptance from central gov= 

ernment requires it. What form should those checks take? Political 

acceptability requires fairly tight checks, but criteria F, G, and E 

require that the checks be not so tight as to make locel decisions 

impossible. What form of organisation would achieve such central checks - 

on local decisions?
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Rogers (1976) recommends the following for giving greater powers over 

economic development to local authorities - that increased general powers 

be given to locel authorities (he is talking of counties, not districts), 

coupled with local powers approved by Parliament on the basis of their 

potential contribution to the problems of those areas with greatest need. 

That is an unsatisfactory way of handling central/local relationships, 

for two reasons. One is that the procedures for obtaining new powers 

through local Acts are so lengthy, and so irreversible, that the response 

to local problems would be too slow: the problems might have changed by the 

time the powers had been obtained. The other reason is that the local 

Act procedures allow the civil service to dominate local authorities (see 

Rogers, 1976, and correspondence with South Glamorgan County) and give 

MP's too little opportunity to debate openly the central/local principles 

involved. 

For those reasons, it would be unwise to rely even partly on local Acts 

as a way of giving extra economic powers to local authorities, subject to 

central government checks. It would be preferable to rely totally on new 

general Acts which gave permissive powers to local authorities to under- 

take specified economic plenning.* In that case, how should the central 

government checks be administered? 

It would meet our requirements stated above if local authorities (county 

or district as appropriate) were empowered to design, decide, and 

  

x 
Chapter 9 gives additional reasons, not concerned with central/local 

relationships, why it is preferable to use general rather than local 
Acts for allowing the practice of local economic planning to be extended.
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implement local economic measures, and if central government retained the 

right to veto-those decisions. 

The procedures for the necessary central checking should meet certain 

conditions. The procedures should be seen to be fair by locel authorities 

and (a related point) they should not stifle local initiatives: both of 

those conditions are necessary if criteria F, G, and H (and therefore ny 

political preferences) are to be satisfied. Also, the procedures should 

minimise the possibility of wrangling or stalemate on political grounds 

between local governments of one Party and a central government of another 

Party. Those conditions could be met by the following procedures: 

- the circumstances in which local decisions have to be submitted for 

central checking should be clear and unambiguous 

- the standards against which central government tests the local decisions 

should be specified and specific 

- the method of testing should be open (so that a local authority has a 

good chance of predicting the outcome) 

- the central decision should be justified and reported openly 

~ the whole central checking procedure should be quickly completed, 

To understand how such checking could work, let us consider some examples 

from other local authority services. 

- Applications to borrow money for building council housing are subject 

to a prior technical test: does the housing scheme meet Parker Morris 

standards and the housing cost yardsticks? Those standards are specific 

and specified, so the process of checking is regarded as fair, if time- 

consuming. (There is a related but different debate, about whether the 

standards are correct.)
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- Structure plans have to be tested by central government before they are 

approved. In this case, the testing is open and the result is reported 

fully: what is less satisfactory (besides the time that the testing 

takes) is that the standards against which the structure plans are 

tested are not clearly and precisely stated in advance. 

- Transport policies and programmes also have to be approved by central 

government, but the standards are not pieeray specified nor is the 

testing open. In such cases, local governments can always suspect 

central government of giving its approvals arbitrarily: that does not 

encourage local democracy and initiative. 

The details of a central testing procedure should, clearly, depend on 

the local economic measures. For example, if the power was to lend money 

to locel firms, it could be that all loans over £100,000 had to receive 

government approval, which would be given on financial advice about the 

commercial viability of the firms. We shall return to such details in 

chapter 12 where we describe some possible new powers for local economic 

planning, in order to illustrate earlier discussions. 

vi) Conclusion 

The study of this aspect of the organisation of local economic planning 

can be concluded by saying that any extension of such planning should be 

the responsibility of local (or regional) government, and decisions on 

local economic measures should be subject in certain circumstances to 

central government approval exercised in certain ways. 

In terms of our earlier list of possible methods of organisation we 

recommend:
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(aaa) 

design and 
decision local 

implementation local 

approval central 

or, if local government were re-organised 

(vi) or (viii) 

design and regional regional 
decision 

implementation regional local 

approval central central 

limitations on the practice of local economic planning would be imposed, 

we said in chapter 5, by the form of the organisation through which such 

planning was administered. Our argument was that the wider practice of 

local economic planning by local authorities would cause volitical 

tensions with central government, to accommodate which special organ- 

isations would be necessary. In this chapter we have seen what those 

special organisations could be: - the requirement that local decisions 

on economic measures be subject in certain circumstances to central 

government approval exercised in certain ways. What limitations might 

that impose on local economic planning? 

Mainly, the use made of local economic powers would be restricted in ways 

suggested to us by criteria B, C, D, and E: 

- economic measures which have significant and undesirable geographical 

external effects would not be approved 

- economic measures which are inconsistent with national macro-economic 

policy would not be approved
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- economic measures which are inconsistent with other national policies 

would not be avproved | 

- economic measures which increase significantly inequalities between 

persons and areas would not be approved. 

The effects of those restrictions on possible extensions of local econom- 

ic powers are illustrated in chapter 12.
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What form of local organisation? 

In this chapter we have set out to answer two questions about the organ- 

isation of local economic planning. The first: what level of government? 

has been answered ast local government! The second question follows now: 

how would local economic planning best be organised within local govern- 

ment? 

i) General organisational principles 

The main issue is the general one of how the work of a government should 

be distributed within it. Self (1972, chapter 2) describes four competing 

principles of organisation which have been suggested and used. 

The areal principle says that the services should be organised according 

to the geographical areas served. While that principle is important - it 

influenced our conclusion above about levels of government - it obviously 

cannot be dominant, for the area served must be allowed to vary in response 

to other organisational principles. 

The client principle is that work should be organised into departments, 

each of which should be more or less exclusively responsible for some 

section of the population. But not all services can be identified with 

clients (e.g. providing libraries), client groups overlap, and the comp- 

etitions and conflicts between different clients must be resolved. 

The process principle distributes work by concentrating specialised skills 

and techniques in the same place. This principle too is limited: "as the 

scale and complexity of organisation increase, difficulties of co-ordinat- 

ion tend to outweigh the gains of full specialisation" (Self, 1972, p.56).
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That leaves the principle of major function or purpose - organisation by 

outputs or services. "It is more intelligible, and conducive to goal 

effectiveness, to base organisation upon output rather than process, ends 

rather than means", says Self (p.56). For organisation, this should be 

the dominant principle, although not the sole one. 

We must now go further than Self takes us. He recognises that "purpose 

is not the same as function" (p.57), but does not explore the implications 

of that difference. They are crucial to us. 

Functions are tasks, jobs to be done. Purposes are ends to be achieved. 

Functions are performed in order to achieve purposes, but there is not 

necessarily complete correspondence between a function and the purpose for 

which it is performed. Therefore organisation by function might be diff- 

erent from organisation by purpose. 

Consider, for example, education. That is a major purpose - that people 

should learn - and each local authority has a department and a committee 

devoted to it. However, the function of teaching people can also be used 

to achieve another (usually subsidiary) purpose, vis: to provide a trained 

labour force. In contrast, consider town and country planning. That is 

a major function - controlling and ordering the use of land and buildings - 

and most local authorities have departments and committees for it too. 

That function can be used for a number of purposes - e.g. to reduce con- 

gestion, to stimulate economic development. 

ii) Organisational principles applied to local economic planning, 

The dominant principle for organising local economic planning within a 

local authority should, then, be either function or purpose. Which one?
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We approach that question by returning to the nature of local economic 

planning (as described in chapters 1 and 2). 

We use economic planning to mean planning which pursues a variety of ends 

with a certain set of means, with economic measures. Local economic 

planning is, therefore, a set of tools, a policy instrument. It is not 

defined by the ends it tries to achieve: it is not a purpose. Local 

economic planning could not, therefore, be organised into its owm purpose 

department. It could, though, be organised into its ow function depart- 

ment. In that case it would be similar to tow and country planning: 

one a function department using economic means, the other a function dep- 

artment using physical means. Both would cover broad functional fields 

"loosely defined by reference to zones of inter-acting policies, processes, 

and clienteles" (Self, 1972, p.82). 

Alternatively, local economic planning as a function could be dispersed 

between other departments.” Its powers could be available to appropriate 

purpose departments: for example economic powers over industry could be 

available both to a department with the purpose of economic development 

and to a department with the purpose of environmental improvement in 

industrial areas. Or its powers could be tacked on to the most approp= 

riate function departments - economic powers over land use and buildings 

going to the town planning department, economic vowers to give industrial 

grants and loans going to the estates department. 

  

* Seir (1972) chapter 2 discusses principles and theories for structuring 
a government into departments, when there is an opportunity for re- 
organising the whole structure. That opportunity is not ours, so we 
must be prepared to adapt to existing structures.
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iii) Local economic planning within a local authority 

Which would be the better organisation for local economic planning - in 

its own function department, or spread around other relevant departments? 

The answer depends on the range of economic powers available to a local 

authority. A function department would be possible only if there were a 

set of economic powers systematically covering a broad field of activity. 

Again town and country planning provides an analogy: if shops alone were 

subject to development control, it would not be worth producing develop- 

ment plans, let alone having planning departments. We know that local 

economic powers available at present are piecemeal and ad hoc (see appendix 

A to chapter 3): only if there was a wide extension of those powers could 

x 
new departments of Economic Planning be recommended for local authorities. 

If, by contrast, local economic powers covered the ground but patchily; if 

local economic powers were extended but were still few and far from 

comprehensive; then the responsibility for those powers should be spread 

around other local authority departments. Which ones depends on the 

existing departmental structures. ‘Two examples from chapter 10, which 

reports the example of Birmingham trying to reduce its employment problems, 

  

5 Falk and Martinos (1975) do not agree. They recommend that Districts 
should set up Economic Departments now, with existing economic powers 
collected together from other departments. So a new Economic Depart- 
ment would have the section of the Valuers or Estates Department dealing 
with industrial property (including industrial nortgages) and Consumer 
Advice and Weights and Measures. Also, it would take over some functions 
from national agencies, including some of the training and employment 
services. The main responsibility of an Economic Department would be 
preparing and implementing Local Economic Development Programmes. I am 
not convinced that there are enough powers existing to do that, let 
alone support a coherent department.
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Suppose local authorities had extra economic powers over industry. Those 

powers could be used for the purpose of industrial development, and in a 

time of high unemployment like the present, local authorities would 

undoubtedly want to do so. The West Midlands County Council has a committ- 

ee responsible for that purpose - the Employment Commerce end Industry 

Committee, served by the Economic Planning Unit from within the County 

Treasurer's Department. So, unexpectedly, extra economic powers over 

industry could quite reasonably be the responsibility of the Treasurer's 

Department of the West Midlands C.C. The Birmingham District Council has 

no one committee responsible for industry or employment: responsibility is 

distributed in an unco-ordinated way between the Land Committee, the 

Education Committee, and the Planning Committee. If the extra economic 

powers were over loans for industrial land and buildings they could go to 

land; if over the provision of industrial land, to land or Planning; if 

over employment and training, to Education. 

iv) Organisational structures for integrated planning 

Should we not be more specific in recommending a location for economic 

planning within a local authority? For example, several writers urge 

close links between economic and physical planning. The Royal Commission 

on Local Government (1969) recommends it: we have already quoted the 

recommendation fully. Minns and Thornley (1976) say that local economic 

planning must be positively linked to structure planning and could be used 

to implement structure plans. The RTPI (1975) suggests "comprehensive 

community plans" including physical, economic, and social measures and 

produced within the development plan system. Andrews (1963,a) says,
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",.. the increasingly elaborate and expensive physical plans which we 

prepare will lose heavily in their effectiveness and may fail completely 

without a complementing programme of ... planned action centred on limited 

guidance of, and calculated response to, the basic deterministic economy". 

Falk and Martinos (1975) propose metropolitan economic plans, complement- 

ary to metropolitan structure plans. What departmental structure would 

achieve such close links between economic and physical planning? 

We are back to the issue of integrated planning, which we defined in 

chapter 5 ast given a particular end to be achieved, the policy-makers 

should be able to choose those means or that combination of means which 

best achieve the given end. Eddison (1973, p.42) puts it nicely: 

"Decisions are likely to be better if alternative ways of achieving an 

objective are considered and analysed". In chapter 5, we recommended 

that local economic planning should be applied in such an integrated way. 

What are the implications of that for departmental structure, when the 

“alternative ways" (one of which may be economic measures) are likely to 

be dispersed over different departments? 

Surprisingly, the implications are very few. All that the "Management of 

Local Government" (1967) says on the subject of departmental structure is 

that effective and efficient management requires no more than 6 or so 

departments. Stewart (1971, pp.176-7) says, "(The) implicetions cannot 

be spelt out in a new formal structuring of departments; a new re-shuff- 

ling of the building blocks; a new grouping together of departments. 

++. No departmental structure takes account of all the inter-relationships 

that have to be explored in the process of local authority policy plan= 

ning". (To Stewart, policy planning subsumes integrated planning.) 

And Eddison (1973, p.7) says, "Clearly the links between the objectives
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of services are too significant to be isolated in one compartment, 

whether it be a profession, department, committee, or tier of government." 

Integrated planning then, for local economic measures and any other types 

of measures, is not achieved by departmental organisation but by proced- 

ures for corporate planning, procedures which require certain management 

structures - a policy committee with new relationships to the service 

committees, new relationships between members and officers, a chief 

executive and corporate responsibility by the chief officers, a policy 

planning unit, and above all a flexible structure (Stewart, 1971, chap.15). 

Such procedures are not the concern of this study: * it is sufficient here 

to say that they could be used so that local economic planning could be 

integrated and co-ordinated with other types of local Planning, in what- 

ever:departments the responsibility for economic powers was located. 

v) Conclusion 

In conclusion, how would economic planning best be organised within local 

government? The powers could be grouped together and exercised by a new 

department with the function of economic planning. Or the powers could 

be dispersed between existing departments, either function or purpose 

departments. Which organisation is chosen depends on the extra economic 

powers created for local authorities and on the existing departmental 

structures. The powers should not be grouped together and exercised by a 

new purpose department. 

  

x 
If they were, we should have to report how the early promises of 
corporate planning have not all been realised. In spite of those recent 
experiences however, we can still accept the statement that the inte- 
grated use of local economic planning will be achieved more by inter- 
departmental co-operation and flexible working relationships and struct- 
ures than by a careful but rigid allocation of responsibilities between 
departments.
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In chapter 5 we argued that the constraining effects of some of the 

inherent limitations of local economic planning could be avoided by 

integrating the use of such planning with the uses of other types of 

plenning. In this chapter we have argued that such integrated planning 

within a local authority will not be achieved just by the careful allo- 

cation to local departments of responsibility for local economic planning: 

to achieve integrated planning requires the careful organisation of the 

whole of a local authority's functions and responsibilities.
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CHAPTER 8 

POWERS FOR LOCAL ECONOMIC PLANNING
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The issue for this chapter is planning vowers. If local economic plan- 

ning were to be practised more widely, and if such practice were to be 

the responsibility of local authorities, would they need extra powers? 

If so, how should they acouire those extra powers? It is the purpose of 

this chapter to answer those two questions. 

First, however, it is necessary to clarify what we mean by powers. The 

powers for implementing plans may be divided into three ~ finance, 

staff, and legislation. legislation gives the legal powers for action, 

for the local authority to direct its own actions or to direct the 

actions of others. Staff are needed to prepare and implement plans. 

Finance is needed to implement most, but not all, provosals. Finance, 

staff, and legislation - but the greatest of these is legislation! All 

three are necessary together for any public planning: planning cannot 

proceed if any one is absent. But if the legislation is available, a 

local authority might be able to scrape together some money and staff, 

or divert them from other uses, and so do some planning. If, by contrast, 

the legislation is absent no planning by the local authority is possible. 

The reason is that a local authority acting outside its powers would 

soon be checked by central government, using controls set up especially 

for that purpose. So legislation comes first; it enables staff and 

finance to be used. 

For that reason, we concentrate in this chapter on the legal vowers for 

local authority planning, and we include in that term not only the Acts 

of Parliament but also the other rules and regulations, by-laws and 

directives, which govern the actions of local authorities. Our first 

question becomes, therefore: if local authorities were to practise 

economic planning more widely, would they need extra legal powers?
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The need for extra legal powers 

i) The possibilities within existing legal powers 

We know that local authorities elready have several powers which, by 

our definitions, can be considered as powers for local economic planning: 

examples are given in appendix B to chapter 2 and in chapter 10, and a 

complete list is attempted in appendix A to chapter 3. Moreover, we 

know that not all local authorities are using fully the local economic 

powers that they already have: chapter 10 illustrates that. So more 

locel authorities could practice more economic planning within their 

existing powers. 

How wide an extension of local economic plenning would be possible with- 

in existing powers? Very narrow! we shall argue, first from theory and 

second from practice. 

The argument from theory is based upon the ways in which central govern- 

ment controls the activities of local government. The constitutional 

position is that local government acts with legal powers conferred on it 

by central government. To maintain that position, central government 

has institutions for checking and controlling local governments so that 

they remain within the limits set centrally. The three main controls 

are the ultra vires doctrine, the auditor, and loan sanction: they, and 

other controls, are described briefly in appendix A to this chapter. 

How tightly would those controls restrict the extension of economic 

planning by local authorities within the existing legal powers? I+ 

might seem obvious that, at the very least, all local authorities could 

copy the example of the most enterprising few, by all using all the 

local economic powers available. ‘That would be true if the only central 

control were by the ultra vires doctrine, for all local authorities
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would then be working up to, but still within,the limits of their stat- 

utory powers. However, central government could use its other controls 

(such as loan senction and calling in plans for approval) if the wide- 

spread use of existing powers (such as giving mortgages for local fact- 

ory buildings) began to have national significance.*™ 

Wider extensions of economic planning by local authorities would be poss- 

ible if they remained within existing legislation, but used legislation 

passed for one purpose in order to fulfill a different purpose: if, for 

example, a local authority used.its powers to set house rents, or 

public transport fares, or swimming bath charges, in order to meet econ- 

omic or social goals rather than to cover costs. Sut again, such 

extensions of local economic planning would probably be checked. ‘The 

ultra vires doctrine could not control them, but the auditor and loen 

sanction could. 

Is it likely that central government would use its controls if local 

authorities try to practise economic planning more widely within the 

existing legal powers? Our discussion in chenters 5 and 7, about the 

reluctance of central government to see local government use economic 

Measures more widely, suggests that the centre would be quick to use 

all the means at its disposal to check what it would see as a clandest- 

ine extension of such local activities. 

So theoretical arguments suggest that only narrow extensions of economic 

plenning by local authorities would be vossible within existing legal 

powers. ‘The practical argument which comes to the same conclusion has 

  

x 
4s a corollary, we can see that the legal restrictions on local gov- 
ernment cannot be fully comprehended just by examining the relevant 

statutes.
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already been given, in chapter 4. There we presented evidence to show 

that a few local authorities have found themselves too limited by work- 

ing within existing forms of planning, have reasoned that local economic 

planning would remove some of those limitations, have reasoned further 

that any significant extension of local economic planning would require 

new legal powers, and so have obtained extra legal powers under local 

Acts of Parliament. The details of the local Acts are in appendix D to 

chapter 4, 

ii) The need for more legal powers 

We conclude that, if local authorities were to extend simificantly 

their practice of economic planning, they would need more legal powers. 

Are there any new powers which have recently been created, or which 

might soon be created, which could be used by local authorities for a 

significant extension of economic planning. In appendix B to this 

chapter we examine three new powers which could possibly be helpful - 

the Community Land Act 1975, planning agreements within the Industry 

Act 1975, and a local income tax as suggested by "Local Government Fin- 

ance" (1976). We conclude that none is likely to be a significant power 

for local economic planning. 

It follows that extra legal powers would have to be specially created.
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How local authorities could acauire extra legal powers 

i) The case for new legislation 

local authorities can acquire new powers only by being given them, from 

central government.” Local authorities can ask for them, by promoting 

local Acts or by-laws: central government can give them (often in res- 

ponse to local requests), by making regulations, directives, etc. or by 

passing new public Acts. So we can distinguish three ways of obtaining 

new powers - by local by-laws, by central government changing its direct- 

ive etc., and by new legislation. Which of those three ways would best 

allow local authorities to practise economic planning more widely? 

New local by-laws would not be helpful, for they may be used only for 

purposes incidental to an existing Act (Cross, 1974, chan.6): there is 

no existing Act to which local economic planning is incidental. 

Would significant extensions of economic plenning by local authorities 

be made possible by central government changing regulations, the rules 

of audit, etc.? The aim would be to ease the restrictions on local 

authorities by allowing legislation passed for one purnose to be used 

in other ways, in particular for local economic planning. Examples 

would be a local authority using its powers to provide and charge for 

public services, its powers as an employer, its powers as a milding 

contractor, in order to achieve soals (e.g. social goals) different 

from the goals for which the legislation was passed. We saw earlier 

that such use of legislation could be checked by the auditor, by loan 

sanction, etc. Here we consider the possibility of such use of legis- 

  

That follows from the constitutional position of local authorities, 
described earlier.
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lation being allowed, by central government deliberately changing the 

rules of audit, etc. 

At first sight, the idea is attractive: of the three main central govern- 

ment controls described in appendix A to this chapter, two - the check 

by the auditor and the necessity for central approval for loan applic- 

ations - would be removed. At second sight, however, the idea is limit- 

ed. Increasing slightly the possible deea to which a few existing stat - 

utory powers could be put would allow some applications of local econ- 

omic planning not permissible at the moment. But it would not allow any 

significant extension of economic planning by local authorities. 

Of the three ways in which local authorities could acquire the extra 

legal powers necessary for such an extension - local by-laws, relaxing 

central controls, and new legislation - we conclude that the first two 

ways would be ineffective. It follows that new legislation would be 

necessary. 

ii) The form of the new legislation 

The new legislation necessary for local authorities to practise economic 

planning more widely could be passed in three ways - a new Act which 

removed the ultra vires restriction, new local Acts, and new public Acts 

specifically granting extra economic powers to local authorities. We 

shall examine those three ways in tum. 

The first way of passing the new legislation would be in the form of a 

new public Act enabling local authorities to do enything which was for 

the benefit of their areas and inhabitants: that would remove almost 

completely the restriction of ultra vires. Such a chance has been rec- 

ommended before. The Royal Commission on Local Government in England
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(1969, vol I, para 323) recommended that local authorities have a gen- 

eral power to spend money; the Commission was urged by local government 

associations in written evidence to recommend that local authorities 

should have all the powers of an individual save those expressly excluded 

by statute; Derek Senior recommended the end of ultra vires and its 

replacement with a general permissive power (Royal Commission, 1969, 

Vol II, para 161-169). % central government did not accept the 

recommendation then and is unlikely ever to do so: chapter 7 presented 

evidence of the centre's reluctance to increase local powers. 

The second way of passing the legislation would be by local (private) 

Acts promoted by local authorities. Local Acts are a good way of con- 

ducting experiments in local authority enterprise,*™ and some local Acts 

have proved so successful that national legislation has been passed to 

subsume them (e.g. the Public Health Act, 1961 which incorporated very 

many local building yo ieae) However, local Acts are obviously partial 

in their applications, and it appears that central government does not 

wish to see a rash of them (Partington, 1975). 

Evidence that central government does not favour local Acts is in the 

Local Government Act, 1972, (s.262) which rescinds all local Acts in 

metropolitan counties from 1979 and elsewhere from 1984, in order to tidy 

up the ad hoc and partial legal provisions which they have created. 

Further evidence is provided by the County of South Glamorgan, which is 

promoting a Bill to give it powers similar to those acquired by Coventry 

  

= 
Some examples of such enterprise in acquiring local economic powers 
by local 4Acts are given in appendix D to chapter 4.
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Corporation in 1972 (see appendix D to chapter 4). That Bill is meet- 

ing strong opposition, and the nowers to assist industry heve been made 

less strong than those in the Coventry Corporation Act 1972 (correspond- 

ence with the County Solicitor, South Glamorgen, January 1976, end copies 

of the Bill as deposited and as amended following the Committee Hearing.). 

It seems that central government has become less willing to grant spec- 

jal powers to local authorities by way of’ local Acts. 

The third way of passing the legislation necessary for economic planning 

by local authorities would be by new public Acts, promoted by central 

government and applicable nationally. Such legislation would give 

permissive powers to local authorities to enable them to apply certain 

economic measures in certain conditions. 

Minns end Thornley (1976) propose new public Acts to create the legis- 

lation necessary for such economic planning and give as their reason, 

"The alternative to our proposals is a haphazard growth of economic 

powers and the exploitation of legal and finencial loopholes by local 

governments in order to intervene meeningfully in their areas". Our 

reason for making the same proposal is slightly stronger: it is that, 

of the three ways of passing the necessary legislation, passing new 

public Acts is the only one practicable. 

  

Other arguments against using local Acts to allow economic planning 
by local authorities are included in chapter 7.
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Conclusion 

We have argued in this chapter that local authorities, if they are to 

practise economic plenning more widely, need extra legal powers to 

enable them to do so. And we have argued that the extra legal powers 

should be in the form of new legislation, promoted by central government 

and passed as a public Act giving permissive powers to all local author- 

ities to enable them to apply certain economic measures in certain 

conditions. Examples of the possible content of such Acts are given, 

as illustrations, in chapter 12. 

That conclusion contains implications which would limit any wider pract- 

ice of local economic planning. For the conclusion is that any such 

wider practice would require new public Acts of Parliament, promoted and 

passed by central government. 4nd earlier (chapters 5 and 7) we have 

seen that central government is reluctant to give local authorities 

extra powers (such as economic powers) which would enable them to jeo- 

pardise national policies. It follows that radical new economic powers 

for local economic planning should not be expected. 

On the other hand, that conclusion contains also implications which 

might strengthen any wider practice of local economic planning. For 

the conclusion is that such wider practice could be made possible only 

by deliberate actions by central government, and that would require that 

central government be convinced of the desirability of some extension 

of economic planning by local authorities. Once central government had 

been convinced of that, it should have some committment to making such 

planning work successfully.
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Appendix A to chapter 8 

Central government controls on locel government 

There are three main methods by which central government can check and 

control the activities of local authorities, and thus keep those activit- 

ies within the limits which it wishes to impose. The first check is the 

doctrine of ultra vires, the second the power of the auditor, and the 

third the ability of central government to prevent local authorities 

borrowing money for particular schemes. 

i) The doctrine of ultra vires 

All of a local euthority's actions can be checked against the doctrine of 

ultra vires, for a local authority is a corporate body and as such can 

pursue only those objectives, using only those powers, as are stated in 

the act or charter of incorporation (Cross, 1974, chap.1). ‘That is 

interpreted as allowing a corporation to do "not only those things for 

which there is expressed or implied authority, but also whatever is 

reasonably incidental to the doing of those things" (Cross, op cit, p4). 

Any other actions are ultra vires, "beyond the powers". 

4ny person who thinks that a local authority has acted ultra vires may, 

with the consent of the Attorney-General, start ean action in the High 

Court. If the action is successful, the High Court will issue a declara- 

tion (that the local authority has acted ultra vires), or an injunction 

(to stop the local authority so acting), or both. If the auditor (see 

below) suspects a breach of the ultra vires rule, he may apply to the 

court for a declaration to that effect: the court, in making such a dec- 

laration, may order repeyment by the person concerned, and may order dis- 

qualification from membership of the local authority.
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Those are powerful sanctions, which are generally effective in keeping 

the actions of local authorities within the statutory limits. It is 

because of the force of the ultra vires rule that this chapter concentrates 

x 
on the legal powers which allow, or disallow, local economic planning. 

There are some small relaxations of the ultra vires rule, which should be 

mentioned (Cross, 1974, chep.l). Local authorities can do a few things, 

not related directly to any of their funotions, as long as those actions 

are of benefit to the area generally. So, local authorities can spend up 

to the product of a 2p rate on anything which is in the interests of the 

area (Local Government Act 1972 s.137); they cen spend money to deal with 

or anticipate disasters or emergencies "involving destruction of or danger 

to life or property" (LGA 1972 8.138); they can buy lend for the benefit, 

improvement, or development of their areas (IGA 1972 8.120); and they cen 

erect buildings or carry out works on land for the benefit or improvement 

of their areas - but only with central government consent (Local Authorit- 

ies (Lend) Act 1963 s.2). 

  

Dearlove (1973, pels) disagrees, and quotes a local government officer 
as saying, "You can always find some law to enable you to do something 
++2". However, Dearlove was making the general point that central 
government does not determine what local governments must do: that 
point is not inconsistent with the doctrine of ultra vires, which says 
only that central government determines what local governments must 
not do. And Dearlove was writing before the Clay Cross cowmcillors 
were bankrupted and disqualified for transgressing the 1972 Housing 
Finance Act. Minns (1974) writing after that case, reaffirms the 
power of the ultra vires principle. 

The force of the ultra vires doctrine was demonstrated during work on 
the case study reported in chapter 10. As part of that work, we 
compiled a list of the powers by which local authorities can influ- 

ence employment locally: that list is included in chapter 10, We 
checked the list by sending it to several local authorities and asking 
for their comments. And the comments included, "What is the statutory 
authority for each of the powers that you list?".
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ii) The auditor 

The doctrine of ultra vires can be used to check all of a local authority's 

actions: the power of the auditor can be used to check only those local 

authority actions which require spending money. In practice, most posit- 

ive actions by local authorities (i.e. initiating their own actions, 

rather than regulating the actions of others) cost money, and even to 

regulate the actions of others incurs administrative expense: so the 

auditor can scrutinise most of a locel authority's deeds. 

The duties of the auditor are to check the local authority's accounts 

against the following criteria (Circular 79/73 from the Department of 

the Environment): 

- the legality of the accounts Geer is any item ultra vires?) 

- have the different sections of the public whose interests are affected 

been fairly treated? 

has there been any fraud? 

has the public interest been satisfied? (e.g. has there been loss due 

to waste, extravagance, inefficient financial administration, poor 

value for money, mistakes?) 

It will be seen that the check is wider than that exercised by the doc- 

trine of ultra vires. Suppose, for example, that a local authority 

charged for the services of its direct labour department not in order to 

  

recoup costs but to (e.g. stimulate redevelopment in one geographical 

area (see the suggestion in appendix B to chapter 3). Even if that 

action were not ultra vires, the auditor might consider it to be against 

the public interest. 

The auditor, district or "approved", is answerable to central government 

and must report there any matters contrary to the public interest. If it
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appears to the auditor that an item of account is contrary to law, (which 

has a wider interpretation then "ultra vires": Cross, 1974, p.1l1) he may 

apply to the court for a declaration: the court may then order the people 

responsible to repay the money and may disqualify them from membership of 

the authority. Minns (1974) describes the processes in more detail. 

In those ways, central government can, through its auditors, restrict the 

actions of local authorities. 

iii) Loan sanction 

There is a third central check on local authorities - when they want to 

borrow money for capital expenditure. It does not check as widely as do 

the doctrine of ultra vires and the audit, for it operates only on those 

actions of a local authority which require borrowing. Moreover, central 

government has given general consent to local authorities to borrow for 

locally determined schemes (subject to a maximum borrowing) and to 

  

borrow small sums for key sector schemes. All other borrowing, however, 

mast be approved by central government: applications are checked against 

eriteria of (inter alia) technical standards and the doctrine of ultra 

vires. 

4s with the audit, the check by central government on particular loan 

applications by local governments can operate more widely than the check 

against the doctrine of ultra vires. For example, a local authority 

which wanted to borrow in order to start public works schemes, to vrov- 

ide work for local unemployed people (see the suggestion in appendix B to 

chapter 3) could be prevented from so doing by central government, even 

though the schemes were not ultra vires.
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iv) Other central checks on local government 

There are some other central government checks on local authorities which 

apply less generally but which can still be important. Central govern- 

ment can withhold specific grants from local governments, and it can red- 

uce the rate support grant if it thinks that the local government is not 

maintaining adequate standards. Also, local authorities are obliged to 

prepare certain schemes - e.g. structure plens, transport policies and 

programmes - which must be submitted to central government for approval.



Appendix B to chapter 8 

Three new powers which might allow more local economic planning 

In this appendix we consider the powers given to local authorities by the 

Community Land Act 1975, to the Secretary of State to make "planning 

agreements" under the Industry Act 1975, and the powers to levy a local 

income tax suggested by the recent report on Local Government Finance 

(1976). Our conclusion is that none is likely to be a significant power 

for local economic planning. 

The Community Land Act 

This Act, passed in 1975, is designed ultimately to give local authorities 

mach more control over the use of land in their areas. That would be 

achieved by the local authority becoming, in time, the ower of most 

development land and the continuing lendlord of most non-residential lend 

that had been developed (but for "relevant development" only). "Today, 

planners have vastly increased their understanding of the forces of change 

in the physical environment so that the gap between policy making and the 

powers of implementation seems even wider. Within this context, how use- 

ful will the Community Land Act be as a tool for exerting increased pub- 

lie control at the local level ...?" (Thornley and Minns, 1976). That 

is our question too. 

land is a key economic resource, and there are three ways in which it 

is conceivable that a local authority could use its new powers over land 

as a tool of local economic planning: 

- by setting the price at which it releases land, freehold or leasehold, 

at other than the market price (see appendix A to chapter 3) 

- by using its power as ground landlord to place restrictions on the 

uses of the land so as to affect the activities (e.g. type end method 

of production) in its area
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- by determining the supply of lend, in total and between uses, at other 

than the market pattern of supply. 

Will it be possible for a local authority to do those things? In enswer- 

ing that we must look beyond the first five years or so of the Act, 

when land and building activity will be low because ee the economic 

recession and when development will be concentrated on land excluded by 

the Act's transitional arrangements; also, we must assume that the Act 

will remain in force beyond then, not repealed or substantially modified. 

Will it be possible for a local authority to dispose of the land it has 

acquired under the CLA at purvosefully high or low prices? The situation 

is not clear. The Act says nothing about disposal prices, but when a 

legal spokesman from the Department of the Environment was asked (annual 

conference of Education for Planning Association, January 1976) he sugg - 

ested that the general obligation on a local authority to dispose of 

assets at market prices might remain and apply to disposals under the Act. 

In particular, disposals below the District Valuer's price might open 

the authority to a check by the Auditor. 

Will it be possible for a local authority to use its powers as ground 

landlord to set conditions over the use of the land? If it did so, prob- 

ably the residual income to be earned from the land would be reduced, so 

the price would be reduced. Then the choice would be: fewer conditions 

and higher price, or more conditions and lower price. It seems, however, 

that local authorities are not being allowed that choice at least in the 

first few years of the Act. For Circular 27/76 warns local councils not 

to set too many conditions on the sale of land acquired under the Act, 

in the interests of high prices and a quick turnover. (Presumably, the
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Secretary of State would not approve a land Acquisitions and Management 

Scheme which contained such conditions.) 

Finally, will it be possible for a local authority to influence the 

supply of land, in total and between uses? Here the answer is: Yes, 

slightly! A local authority has for long been able to restrict the 

supply of land, in total and by use, by its zoning powers under Town 

and Country Plenning Acts, but those powers have been feeble in increas- 

ing the supply of land: a local authority can zone extra land, but cannot 

ensure that it is put up for sale or brought into use. The Community 

land Act will strengthen the power to increase the supply of land, for 

the local authority will be able to acquire and offer for sale extra 

lend (as long as the money is available). But still the local authority 

will not be able to ensure that the extra lend is brought into use. 

Nevertheless, when there is unused land available, local activities 

should not have to suffer from a shortage of development land. 

The Industry Act 

The suggestion was made by Chisholm (1975, and appendix C to chavter 2) 

that the Industry Act 1975, might be used for achieving eueciete local 

economic effects. The means would be the "planning agreements" entered 

voluntarily by the Secretary of State and "major and strategic firms in 

key sectors of the manufacturing industry" (White Paper, pare 17). A 

planning agreement means "a voluntary arrangement as to the strategic 

plans of a body corporate for the future development in the UK over a 

specified period of an undertaking of the body corporate ... being an 

undertaking ... which in the opinion of that Minister (of the Crown) is 

likely over the specified period to contribute significantly to national
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needs and objectives" (section 21.2). If a firm enters into such an ee- 

reement (which is not enforceable at lew), then it receives a statutory 

promise that the regional development grants or selective financial 

assistance payable under the Industry Act 1972 will not be reduced dur- 

ing the lifetime of the agreement. (Under the Industry Act 1972, sel- 

ective financial assistance can be given for very wide purposes to any 

commercial activity inside or outside the assisted areas. Part III of 

the Industry Act 1975 removes some of the limitations on the powers to 

give such assistance.) 

The contents of such a planning agreement can cover: UK sales, exports, 

investments, employment and training, productivity, finance, prices, 

industrial relations, the interests of consumers and the community, the 

development of projects and processes (Trade and Industry, 8th August 

1975). So it would be possible for a firm to agree to a certain training 

programme at one of its plants, or to expand production in a particular 

location, or to make environmental improvements to its premises. 

There are, however, three reasons for doubting the value of planning 

agreements as tools of local economic planning. One is that they will 

be administered centrally in the interests of the national economy, such 

as the balance of payments, not in the interests of local economies. 

énother reason is that they are clumsy and slow to introduce: by 

13th April 1975, 5 months after the Act, negotiations had started with 

only & comranies (Trade and Industry, 23rd April, 1975). 4 third reason 

is that the financial incentive to firms to enter such agreements is 

small (unless the National Enterprise Board uses the willingness of firms 

as a factor in deciding to give them loans), so Government will not be



300 

able to extract significant concessions out of firms. 

local income tax 

In appendix B to chapter 3 we gave several examples of how a local incoze 

tax might be used as a tool of local economic planning. For example, it 

could be used to have specific local redistributive effects or, as a tax 

on company income, it could be used to stimulate all locel industries 

generally or some local industries srecifically. The recent report on 

Local Government Finance (1976) recommended the introduction of @ local 

income tax (L.I.T.) under certain conditions. If that recommendation 

were accepted, would it provide the tool for local economic planning 

that we have imagined? 

The answer is, No! The reason is that the rerort recommended L.I.T. as 

a source of revenue to local authorities, and what we require of a 

local revenue source is different from what we require of a tool for 

local planning. 

For example, a local revenue source must be cheap to collect, predict- 

able in its yield, have no major influence on income distribution, not 

vary greatly in its tax rates between local areas, end be subject to 

broad central control so that the Treasury can manage total economic 

demend (Local Government Finance, chapter 11). Because of those, and 

other, requirements the Report recommends a L.I.T. which: 

- is levied on personal incomes according to where people live 

- is collected alongside and at the same time as national income tax, 

by the Inland Revenue 

- taxes the same incomes using the same allowances and bands of taxable 

income.
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The only choices open to the local authority would be the rate of tax, 

subject to limits set by the Treasury (the Reports suggest that around 

4p in the £ would be appropriate) and whether LIT should be a local 

addition to national rates expressed in pence in the = or, more progress— 

ive, a local addition of a percentage of each person's national tax 

bill. 

Such a form of LIT would be so inflexible that it would be as little use 

for local economic planning as the ratine system is now. (Mills - 1972, 

chapter 12 - quotes evidence of LIT used for revenue which supports the 

above argument. The evidence is from the State of Maryland, where the 

local authorities can choose the level of LIT. In practice, all local 

authorities chose similar tax rates, namely - the maximum allowable. I+ 

appeared that LIT was used mainly to avoid increases in proverty texes.)
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CHAPTER 9 

PROBLEMS AND POSSIBILITIES IN LAMBETH
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The purpose of this chapter is to illustrate empirically some of the the- 

oretical statements made in previous chapters. The illustrations are 

taken from the Lambeth Inner Area Study, the origin and context of which 

were described in chapter 1. Oreof the aims of the three Inner Area 

Studies was to investigate the possibilities of using a combination of 

physical and non-physical measures in order to tackle urban problems 

more effectively. In Lambeth, that aim was interpreted by investigating 

the local problems in such a way as to discover whether they were likely 

to be amenable to physical measures,or economic measures, or both, and 

by recommending physical and economic measures appropriately. 

That interpretation has produced results (both data end arguments) which 

we can use to illustrate three of the theoretical statements made earlier: 

- that many urban problems can be analysed in economic terms. We illus- 

trate that by first describing in personal terms the problems of the 

residents of the Lambeth Study area, then by trying to explain those 

problems in economic terms,We find that such explanation is both poss- 

ible and convincing. 

- that some of the urban problems, when thus analysed, can be seen to be 

not amenable to physical planning solutions. The illustration is by 

analysing the disadvantages of Lambeth as an industrial location, (which 

disadvantages contribute to many of the residents! problems), when it 

is found that only some of the disadvantages could be removed by 

physical measures. 

- that analysing urban problems in economic terms is helpful, in that it 

suggests many possible solutions, both physical and economic. We 

illustrate that by listing the main measures that were recommended for 

reducing the problems as we had formulated them. Fy allowing ourselves
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the possibility of recommending both economic and physical measures, 

we were enabled to analyse the problems more freely, which suggested to 

us both specific physical and specific economic measures. The range of 

measures proposed is very wide, much wider than in most town planning 

reports.
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Introduction to the Lambeth Inner Area Study 

The anes chosen for the study is shown on map 9.1, and had a population 

in private households of 51,300 in 1971 (IAS/LA/8). ‘The problems and 

Possibilities were investigated in many ways with information collected 

from a very wide range of sources. Particular mention should be made here 

of two special surveys without which the economic studies could not have 

been made satisfactorily- the household survey end the local employers! 

study. 

The Lambeth Household Survey (described in TaS/1A4/5) was designed to be 

directly comparable with the General Household Survey for Great Britain. 

It covered a sample both of households and of individual adults, the 

sample obtained by drawing one address out of 12 (1 in 24 on council 

estates) in the study area. In that way, 998 addresses were selected, of 

which 102 proved to be demolished or empty. At the 886 addresses that 

were visited lived 1140 households, of whom 931 (82%) were interviewed. 

In the 931 households contacted, interviews were held with 1749 adults 

(96% response) and proxy interviews with 642 children (977 response). 

The Local Employers' Study was designed to produce results that were 

indicative and suggestive rather than results that were statistically 

significant. So it covered only a small stratified sample of 55 firms. 

The firms were selected from the 4 ERA's of Battersea, Borough, Brixton, 

and Camberwell (see map 952), and were deliberately biased towards the 

larger aaitractinine firms. Most of the public sector was deliberately 

excluded, and we finally interviewed 39 firms, 26 in manufacturing (cover- 

ing 19% of total manufacturing employment in the area) and 13 in services.
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Problems in the study area 

The inner area studies were set up to investigate the problems of the 

inner areas of cities, from the viewpoint of the residents of those areas 

not from the viewpoint-of the whole cities or the whole country (IAS/L4/1). 

Accordingly, we present here the problems of the residents of the Lambeth 

Study Area. The problems we express first.in personal terms, in terms of 

the experiences of the Lambeth residents. Our aim in so doing is to state 

the problems in their most basic form (the argument for that is in chapter 

1 and its appendix A) so that we may go on to analyse those problems in 

economic terms. 

For housing and some other problem areas, the geographical limitation 

that our concern is with the residents of the study area is easy to incorp- 

orate: for employment problems, however, it is difficult because most of 

the study area residents (887) do not work in their home area (tas/LA/4+, 

table 2.2.1). Therefore, we have to investigate the employment problems 

in a wider area, an area which incorporates the workplaces of most of the 

study area residents. Accordingly, we found the workplace of the residents 

(IaS/LA/4, table 2.1.1 and fig.22),), compared them with accessibility 

contours drawn round the study area (TAS/LA/4, Figs. 2eleley 2ele2ey 2le3e, 

2.3.1.), and thus defined a labour market area (IMA) which contained 82% 

of the workplaces of study area residents. That IMA consists of the 6 

london Boroughs of Camden, City of London, Lambeth, Southwark, Wandsworth, 

and Westminster, and is shown on map 9.2. Some employment data are 

available for Department of Employment exchange areas only, which do not 

coincide with local authority areas. So it was necessary to define also 

two DE market areas, a narrow one of 7 BEA's and a wider one of 14 ERA's 

(map 9.2).
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Our investigations discovered and identified the following six problem 

areas - unemployment, low incomes, poverty, poor housing, dissatisfaction 

with the district, and multiple deprivation. Each is described briefly 

below. 

i) Unemployment 

The residents of the study area suffer a number of unemployment problems. 

- a high rate of unemployment 

Table 9.1 shows unemployment rates defined in Census of Population terms: 

the study area had one of the highest rates (6.3%) in London in 19715 

and unemployment there had worsened faster since 1966 than in the comp- 

arison areas. 

- a higher rate of unemployment for men than women 

Using Census of Population data in a slightly different way, we found 

that unemployment rates in 1971 in the Study Area were 5.6% for men, 

4.1% for all women, 3.%% for married ponent (Tas/LA/4, table 7.2.1) 

- the memployed men were younger than average 

In Brixton EEA, July 1973, 25% of the unemployed men were aged 18-24: 

in Britain at the same time, 167 were aged 18-24 (IAS/LA/4, table 3.3.1). 

- unemployment fluctuated widely 

For example, in the Brixton EEA, unemployment swung by about 50% from 

one year to the next (Tas/LA/t, table 3.4.1): unemployment of boys was 

8 times higher in 1972 than in 1961. 

- unemployment was distributed unevenly between the different occupation- 

al groups 

For example, the 1971 Census of Population for the Study Area shows 

higher rates among semi-skilled, unskilled, and own-account workers 

than among skilled manual or non-manual workers. Comparing the study
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TABLE 9.1 

Unemployment Rates in Lambeth and Wider Areas 

(per cent of active population ‘out of employment' i.e. including 

sick, at 1966 and 1971 Censuses) 

    

  

1966 1971 RATIO 1966 1971 RATIO 
AREA % % 197141966 AREA % % 197141966 

Study Area 24 6.9 2.6 Boro's with 
highest { 

lembeth Bake Osks. 2.8 Hackney Sib 263 1.9 

Imer London 3.2 569 1.8 Hammersmith 2.9 7.0 2.1 

Outer London 2.2 3.6 1.6 Ken. & 
Chelsea Sits iss alee 

G.gsC. 255 hb 16 Southwark 2.8 6.3 2.3 

S.E. 2.3 Tower Haml- 
ets 3.3 4-0 1.68 

E&W 2.6 L.MoA. 

(6 Boro's) 3.2 5.9 1.8 

  

Sources: 1966 Sample Census 'Work place and Transport Tables! Part i, 

Table 1; 1971 Census preliminary 10% analysis of Foroughs by G.L.C.P.T.$ 

1971 Census 10% Analysis for E.D.'s in Lambeth. 

From IAS/LA/4, table 3.1.1.
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area with other parts of London on that basis (1as/La/4, table 3.5.1), 

semi-skilled manual workers in the area fared twice as badly (unemploy- 

ment 7) than in the GLC (3.5%). Alternatively, the Household Survey 

asked about people experiencing some unemployment in the last year 

(1978/3): it was much higher for manual males (8.5% unemployed for more 

than 1 week) than for non-manual males (2.97-IAS/LA/4, table 3.5.3). 

Altematively, we look at the pool of unemployed in Brixton EEA in 

September 1973, (IAS/LA/4+, table 3.5.4 and fig 3.5.1) and find a con- 

centration of generalised and relatively unskilled workers (see table 

9.2). 

ii) Low incomes 

The Household Survey asked about normal gross incomes which, used select- 

ively, indicate normal gross earnings. The findings are shown in table 9.3 

for four broad occupational groups, and are compared with earnings else- 

where. 

It can be seen that male earnings were generally low for the study area 

residents: the median was £34.0 a week, 174% below the national median of 

£41.1 a week. Moreover, given the fact that study area men worked either 

in Central London or the rest of Greater London, what is particularly 

interesting is that there was much more of a difference between the aver- 

age earned by all men working in those areas and the average earned by 

that sub-sample of them who lived in the study area. 

Not only were median incomes lower than nationally, but also there were 

proportionately more low paid workers living in the study area than else- 

where. If we measure the proportion of all full-time men earming less
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TABIE 9.2 

Principal Specific Occupations of Brixton male Unemployed, September 

  

  

1973. 

CODOT No. Description % 

991.20 light labourers & Factory Hands n.e.c. 21.4 

991.10 Eéavy Labourers n.e.c. 11.9 

319R General Clerical 5e7 

868R Construction Mates & Labourers 5.3 

933.10 Light Goods Vehicle Drivers Bed 

811 Painting & Decorating Bel 

452R Cleaners 1.6 

762 Electricians 1.6 

361R Salesmen & Shop Assistants Led) 

343 Mail, parcels, messengers 1.4 

1733 Performers (Entertainment) 123 

742 Motor Fitters & Mechanics ae 

951 Storekeepers & Warehousemen 1.3 

435.30 Kitchen Porter Liew 

Sub Total 61.8 

Total unemployed men = 100% 2260 

(Source D.E. Regional Office EDS 68 Sheet) 

From IAS/LA/4, table 3.5e4.
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re ABIE 9%. 

Average Earnings compared with other Areas (April 1973) 

Full Time Workers Over 21(men) and 18(women) 

Area Meen Gross Weekly Earnings (£) 

Man. Men. N.M. Men Man.Women W.M.Women 

  

By Residence:- 

Lambeth Study Area® Bel 34.3" 19.9% 25.9% 

By Workplace: - 

Central London 40.9 58.6 22.8 30.5 

Rest of G.London 40,0 51.5 2261 2723 

Outer Metropolitan 39-3 49.1 20.0 24.9 

West Midland Connur- 
bation 40.7 47.3 20.0 23.8 

Manchester mk 35.9 45.9 19.1 2o0n 

Merseyside: BY 41.1 474 20.4 23.2 

Tyneside g 38.3 ub 5 19.3 23.0 

Glasgow i 39.2 47.4 20.1 23.4 

South East 39-3 51.8 20.9 26.8 

West Midlands 40.3 46.4 19.8 23.7 

North 3709 45,3 18.9 22-9 

East Anglia 3565 ub 19.1 23.3 

Sources: Study Area - Social Survey Tab's 551 and 553, 

289 X 242 X 240 

Other Areas - New Earnings Survey, 1973; Dept. of Employment 

Gazette, November, 1973, Tables 55-56 p.1136-7. 

*Study Area figures should be treated with some caution; they represent 

income rather than earnings, and women's averages are likely to be
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distorted upwards by family allowances; they have been adjusted by 

7% to allow for 6 months inflation; also, they are by area of res- 

idence, unlike the other figures. 

From IAS/LA/4, table 7.1.1.
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than £24 a week gross, we find it to have been 15% in the study area and 

7.7% in Britain, 

4n analysis of the earnings of full-time male workers by colour of skin 

was rather inconclusive because of the small numbers in the sample, 

except that it showed white skilled manual workers eaming about 20% more 

than coloured skilled manual workers. 

iii) Poverty 

The combination of high unemployment and low incomes produced, as would be 

expected, low household incomes and much poverty. 

The average gross weekly household income in the study area sample was 

about 12% below the UK average in 1973 (£42.0 compared with £47.8), while 

average households size was only 4.3% smaller (Bramley, 1975). 

Poverty can be measured in a standard way, taking disposable income (net 

of rent) per principal income unit, using the same definitions as the 

Supplementary Benefits Commission. This showed about 24% of families in 

the study area to be in poverty (conventionally defined as below 120 of 

the standard SBC rates at that time - 1973), higher than in Britain (19% 

in 1972 - Bramley 1975). 

iv) Poor Housing 

Information about housing problems was obtained from both the Household 

Survey and Censuses of Population, and we can summarise as follows: 

- sharing 

In 1971, 30 of households in the study area shared dwellings: it was 

as high as 60% in the 3 and 4 storey terraces (IAS/LA/5, table 9). In 

England and Wales (1966) it was 7.3% (IAS/LA/5, table 4). 

- overcrowding
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In the study area as a whole, 6.6% of households lived at more then 1.5 

persons per room in 1971: again, overcrowding was worst (9.8%) in the 3 

and 4 storey terraces. In England and Wales it was 2.8% in 1961, when 

it was 7.99 in the study area. (IAS/LA/5 table 4). 

underprovision of amenities 

Altogether, in 1971 only 65% of households had exclusive use of hot 

water, bath or shower, and inside W.C., compared with 72/) in England and 

Wales (in 1966 - IAS/LA/5, table 4). In the 3 and 4 storey terraces, 

only 34% of households had that exclusive use, in the council dwellings 

98% had (IAS/LA/5, table 9). 

perceived housing inadequacies and problems 

People were asked individually what they thought their housing lacked 

and whether there were "any other kinds of problems" to do with their 

housing. ly housing tenure, the percentage saying that they lacked at 

least one thing was 51% among owners, 63% among council tenants, 70% 

among council tenants, 70/ among furnished tenants, and 75% among 

unfurnished tenants. The proportions who mentioned at least one housing 

problem were: owners 35% furnished 3%, council tenants 61%, unfurnished 

639 (IAS/LA/5, para 3.15). By housing types, the people who complained 

most about housing lacks were those in the "Buildings" (91% - old, mainly 

philanthropic, blocks of flats), and the people mentioning most housing 

problems were those in the private flats (70%) and the private terr- 

aces (70% - IAS/LA/5, table 3.11). 

desire to change houses 

People were asked if their household was "seriously thinking" of moving 

from their present address. Altogether, about 348 were thinking of 

moving house. This compares (General Household Survey) with 21% in
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Greater London and 16% in the rest of Englend and Wales (IAS/LA/5, para 

3-30). 

- housing waiting list 

There was in 1974 a waiting list of 16000 households for Lambeth's 

council housing, the longest list in London. Lambeth is unable to red- 

uce this, in spite of large-scale new construction and acquisition of 

older property (ITAS/LA/7). 

v) Dissatisfaction with the district 

The Lambeth Household Survey asked people what they disliked about the 

study area, using the same questions and methods as in the DOE's Environ- 

mental Survey. The percentage of the total sample disliking nothing (34%) 

was the same as in Greater London, but the things disliked were different. 

Compared with Greater London, more people complained about dirt (13%) and 

vendalism (11%) and fewer about traffic and shopping. Also, 21% complained 

about immigrants, problem families, etc (IAS/LA/5, table 5.2). 

Forty three% of people thought that the district was "getting worse as a 

place to live in" (27% in England - IAS/LA/5, table 5.5), and 48% said 

that "taking everything into accomt" they would prefer to move to 

another district (31% in the London region - Tas/LA/5, para 5.29). Of 

those wanting to move to another district, 7397: wanted to move outwards 

from London (IAS/LA/5, table 5.7). But of those wanting to move from the 

district, nearly three quarters said they felt they could not do so. They 

gave answers like, "we couldn't afford to move’, "We've got nowhere to go", 

"We couldn't get a place’, "We've put in for a transfer but can't get one". 

Such people (nearly one in five of the whole sample) could be said to 

feel "trapped" in the inner city. We call them the "frustrated movers" 

(1as/La/5, para 5.33).
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vi) Multiple deprivation 

The report "Interim note on multiple deprivation" looked at some of those 

personal problems to discover whether the same people who suffered one 

problem also suffered other problems. It took 6 household deprivation var- 

iables: 

~ low income per household member 

- overcrowding 

- having to share some household amenities 

- not having exclusive use of a car and a telphone 

- disability of household member 

- unstable employment. 

Over a quarter of households had no deprivations and about a third only 

one, making over half with one or none. No households had 6 and very few 

had 5. Altogether, 14% of households suffered from 3 or more. The 

households with the highest deprivation "scores" were one-person elderly 

households and families with 3 or more children. 

The Inner Area Study discovered and identified those six problem areas, 

and expressed them as we have done, in terms of the unsatisfactory cond- 

itions experienced by the residents of the study area.
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Economic Explanations of those problems 

The same basic problem, we said in chapter 1, can often be formulated in 

several different ways, depending upon the terms in which it is analysed. 

Here it is our aim to analyse the basic problems of the Lambeth residents 

in economic terms, as far as that is possible. And in trying to achieve 

that aim we find that most of the basic problems (as expressed above) can 

be explained, wholly or partly, by the workings of the labour market in 

Lambeth and London, the workings of the housing market in Lambeth and 

london, and the interactions between those two markets. We consider first 

the problems of unemployment, then of low incomes, and finally of poor 

housing. 

i) Unemployment 

We start the explanation from the problems of unemployment. Unemployment 

might have three (interrelated) causes: 

- many of the work force are unemployable or work-—shy 

- there is insufficient demand for labour 

- the supply of labour is spatially separated from the demand for labour. 

iei) There was no conclusive evidence that the study area residents were 

more to blame for their unemployment than residents elsewhere. Old people 

and disabled people are unattractive to employers, but were not represented 

more in the study area than elsewhere (TAS/LA/4, table 5.5.1). Chronic 

voluntary job-changing can cause high frictional unemployment, but job- 

changing did not appear to be frequent for most of the working population 

(Tas/La/4, table 5.4.1). Voluntary unemployment may result from workers 

recognising that they can receive as much or more in welfare payments than 

in take-home pay (net of travel costs etc.). There is some indirect evide
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ence (IAS/LA/4, table 5.3.1) and some interviewers! anecdotes suggesting 

that this happened, but not significantly. 

i.ii) The high unemployment in the study area cannot be caused simply by 

an insufficient demand for labour in total. It is true that the demand 

for labour (measured as employees in employment) fell rapidly (by 7.2%) 

between 1961 and 1971 in the 14 EEA IMA, but the supply of resident workers 

in the same area fell much faster (by 16.0 - IAS/LA/4, table 4.1.1). A 

more detailed analysis of lebour supply and demand is needed, one which 

looks not at the total employment market but at employment sub-markets - 

i.e. at employment by occupation. 

There is no generally accepted method of comparing the relative demand 

for different occupations within and between localities, so the Lambeth 

Inner Area Study used many different methods (IAS/LA/4 section 4; Bramley 

1975; Local Employers' Survey appendix B). The results of just three of 

those methods will be reported here. 

First, table 9.4 shows the rate of change of employment by occupations 

in various areas. In the L.MA , professional and administrative jobs 

have been growing slowly, clerical and manual jobs have been declining 

rapidly? in outer London, all jobs have been growing. 

Second, table 9.5 shows ratios of notified vacancies to jobs by occupation 

in selected areas (the higher the ratio, the better the employment demand). 

The proportions of total vacancies which are notified probably vary greatly 

between occupations, so this measure must not be used to compare occupat- 

ions. It can be used, however, to compare the demand for one occupation 

in one area with the demand for the same occupation in another ares. So 

we see, for example, that the IMA was better than the S.E. region in prof-
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TAPLE 9.4 

Male employment by workplace and occupation: percent change 1966-71 

Occupation 6 Boro's 14 EEA Croydon & Outer Metrop. 
(OPCS) orders IMA IMA Merton Area 

Boro's 

XXIV Administrators +828 +864 +24.8 +30.3 
and managers 

KXV Professional +705 +629 +27.6 +2125 
and technical 

XX Clerical -12.5 -12.3 +8.7 +1.8 

XXII Sales 4.2 5.3 +45 +053 

XXIII Service, sport, +28 43.01 +16.5 +6.5 
recreation 

XIX Transport 9.3 “9.4 +13.0 43.2 
Communication 

XV Construction “14.6 -14.1 -2.4 +943 

XVIII Labourers . “21.2 -19. -10.9 +1329 

Remainder -14.4 -14,8 4.0 +8.0 

Office occupations 0.0 -0.2 22.1 +18.0 
(included above ) 

  

All occupations -5.8 6.2 +54 +23. 

Sources: 1966 and 1971 Census, 10% anelysis by workplace 

(uncorrected for bias or underenumeration) 

From Bramley (1975)
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TABLE 9.5 

Male vacancies (September 1973) per job (1971) by workplace and 

  

occupation 

Occupation 

(copor) 14 BEA S.E. 

IMA Region 

Professional, managerial, technical 1.0 0.8 

Clerical and related 1.5 1.8 

Selling 2er 2.4 

Security, personal service 203 4.0 

Meking, processing, repairing 1.8 24 

Painting, packing, assembling 3.9 3.8 

Construction and mining 1.7 2.4 

Transport and storage 1.7 2.0 

Sources: EDS 68 for BEA's 

DE Gazette December 1973 for S.E. Region 

1971 Census Economic Activity Tables 

(vB Miscellaneous/imskilled have been allocated 

to the 4th, 5th, 7th and 6th groups) 

From Bramley (1975)
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essional, menagerial, technical, and selling jobs, but worse in the manual 

jobs. 

Third, table 9.6 shows ratios of notified vacancies to registered wmemploy- 

ed by occupation (the higher the ratio, the better the employment demend). 

Again, the measure can be used to compare areas but not occupations. 4nd 

again we see that the IMA was worse than the S.E. region in the manual 

jobs. 

So we find in the Labour Market Area that demand for some occupations was 

low (when. compared with the demand for those same occupations elsewhere). 

In particular, junior non-manuel, personal service, end semi-skilled 

workers faced a fairly low demand, unskilled manual workers a very low 

demand (Local Employers Study, para 2.6). 

Yet it was those workers in the study area who suffered higher unemploy- 

ment rates, and who formed the bulk of the unemployed (see above). It 

seems, therefore, that inadequate demand was the cause of the unemployment. 

Demand was not low for all occupations in the LIMA, however. Would it not 

have been possible for some of the unemployed to have found jobs in those 

occupations in high demand? The occupations in which there were vacancies 

were nearly all quite unattainable by most of the study area's unemployed, 

as the occupations in high demand ranged from accountancy, engineering, 

and management through town planning, draughting, and bookkeeping down to 

more marginal categories like sales reps (IAS/LA/4, para 4.3.10). 

It is for that reason that we say there is a problem of occupational mis- 

match or disequilibrium in the Labour Market Area: the skills which were 

demanded were not those which were supplied, so an unacceptably high



TABLE 9.6 

Male vacancies per memploynent (both for September 1973) by work- 

place and occupation 

  

Occupation : 14 EBA 8.5. 

coDorT nA Region 

Professional, managerial Vel2 0.87 

Clerical and related 1.53 0.50 

Selling 3.88 2.60 

Service 1.50 2674 

Making, processing, repairing, assembling 1.51 341 

Construction and mining 0.60 1.14 

Transport and storage 2.14 1.93 

Miscellaneous (labourers) 0.11 0.28 

Sources: EDS 68 for EBA's 

DE Gazette December 1973 for S.E. Region 

From TAS/LA/4, table 4.3.1.
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number of the study area male residents was unemployed. 

iesa4)) Perhaps the unemployed could not change their occupations to get 

jobs: but could they change the locations of their workplaces or residences? 

That is, is there a svatial explanation of unemployment in the study area, 

with the unemployed supplying labour in the study area and firms demanding 

those same skills but in other areas? 

If that were so, it could still be that the jobs were quite near the work- 

ers but that unusually poor transport made the jobs inaccessible: with 

better transport, the workers could have got the jobs without moving houses 

Does that apply to the study area? 

A little further out of London than Lambeth are Croydon and Merton where, 

as table 9.4 shows, jobs have been growing. But jobs in many of the less 

skilled manual occupations have been declining there, as in the LMA, 

although declining less fast. Table 9.7 compares vacancy : unemployment 

ratios between the (smalle IMA and Croydon EEA. The ratios in the rele- 

vant occupations are better in Croydon, but not greatly so, and the absol- 

ute ratios in Croydon do not look very healthy. 

So, opening up some of the nearer labour markets, by transport improve- 

ments, might help slightly some of the memployed in Lambeth. It might be 

significant that it is the study area's skilled and semi-skilled men who 

were most likely to travel to outer London or beyond for work (1AS/LA/4, 

para 5.1.2). 

labour supply and labour demand might be further apart, so separated that 

the unemployed could get the jobs only by moving house. Indeed, this is 

so for Lambeth. It is in the Outer Metropolitan Area and the Outer South



TABLE 9.7 

Mele vacancies per umemployment (March 1971) by workplace and occupation 

  

Occupation 7 EEA Croydon 

Uta EEA 

Professional, technical, mangerial 1516 2.39 

Clerical and related 0.52 0.24 

Sales 0.51 0.82 

Services (excl.wmskilled) 0.07 0.12 

Manufacturing etc.(excl. unskilled) 0.29 0.89 

Construction (excl. umskilled) 0.09 0.06 

Transport and storage (excl. unskilled) 0.28 0.32 

All unskilled 0,02 0.08 

Source: EDS 68 for EEA's 

From IAS/LA/4+, table 5.1.2 
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East where jobs generally have been growing fastest (Keeble and Hauser, 

1971 and 1972). In particular, the occupations which the unemployed of 

the study area offer were in demend out of London (table 9.4). So why did 

the unemployed of Lambeth not move out of London to get the jobs which 

were available there? 

The answer is that they could not: they were in the inner London housing 

trap (as we called it). Even if the study area residents wanted to move 

out (and many did - see above), the availability of housing restricted 

them greatly: they were frustrated movers. To understand that, we look at 

the different housing tenure groups. 

Owmer-occuration 

- it is this kind of housing which is predominantly available in outer 

London (56% in 1971, IAS/LA/6, table 2.2.2). Would it be available to 

people moving from the study area? It is easiest to buy a house if you 

have one already. Only 10% of study area households were owner-occupiers 

in 1971 (ras/LA/6, table 2.2.2): moreover, many of those (the people who 

had lived there for several years) had relatively low incomes, and so 

would find it difficult to buy another house (IAS/LA/6, para 2.3.2). 

Did the study area residents earn enough to buy themselves houses in 

outer London? We estimated that a household income of at least £3200 p.a. 

was needed in 1973 to buy a house in the South East: only about 20) of 

households received thet much (IAS/LA/6, paras 2.2.6, 2.267). So most 

study area residents could not move out into owner-occupied housing. 

local authority rented 

- could study area residents move into council housing in outer London? 

The outer London Boroughs have only a relatively small stock of council
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housing, and are reluctant to accept tenants (new or transferred) from 

immer London. The GLC has most of its housing stock in inner London. So 

what about the 42% of households already in council housing in the study 

area in 1971 (IAS/LA/6, table 2.2.2) :. could they have arranged a "swop" 

with outer London council tenents? It would have been difficult, because 

many more council tenants want to leave inner London than to enter it 

(IAS/LA/6, para 2.3.19). 

Private unfurnished rented 

- there are three reasons why study area residents would have found it 

difficult to take private unfurnished tenancies in outer london. First, 

the stock of such tenancies there is small and diminishing (22% in 1961, 

16% in 1971, TasS/LA/6, table 2.2.2). Second, such tenancies are rarely 

advertised, and it seems that almost the only way of obtaining them is 

by local knowledge and personal contacts (IAS/LA/6, para 2.3.10); that 

reduces geographical mobility. Third, study area residents already in 

unfurnished tenancies (31% in 1971, IAS/LA/6, table 7.2.2) have a strong 

cost disincentive to move: security of tenure and rent regulation mean 

that a tenancy of some years standing gives good value for money, (the 

rents of accommodation available on the market were well above average 

rents currently paid in the study area - IAS/LA/6, tables 2.1.4 and Beles). 

Privately furnished rented 

- the major difficulty in moving out of London into private furnished 

accommodation is that there is so little of it there: in inner London, 

16/ of households had that tenure in 1971 (16% in the study area also), 

but only 6% in outer London (IAS/LA/6, table 2.2.2). 

We can conclude this explanation of the unemployment in the study area by 

summarising the two main causes:
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- demand for certain types of labour (especially semi-skilled and unskilled 

manual labour) was low in the Labour Market Area: 

- demand for such labour was higher in outer London and the outer South 

East, but housing reasons made it difficult for the unemployed to move 

out to that work. 

ii) Low incomes 

let us move on to an explanation of the low incomes in the study area. 
  

The low incomes were described above (table 9.3). It ds possible that 

the low average incomes were a result of the occupational structure of the 

study area residents, but a test (IAS/LA/4, table 7.2.1 and para 7.2.1) 

showed this not to be so. A similar test (TAS/LA/4, table 7.3.1 and para 

703.1) showed that the industrial structure of the residents could explain 

some, but not all, of the low average earnings. The demand for labour 

(investigated above) might explain the low incomes of the manual male 

workers, but not of the non-manual male workers for whom demand was high 

but incomes relatively very low. We need a further explanation of the 

low incomes. 

The explanation might be selective migration, that incomes in the study 

area are low because there is a tendency for people who move into the 

area to have low incomes, and a stronger tendency for people who move out 

not to be on low incomes. The main reason would be the availability of 

housing (described earlier). So young workers in the professional and 

managerial occupations might live in places like the study area at the 

beginning of their careers, choosing it because of the strong demand for 

their skills there and the availability of smaller, cheaper housing: but 

as their incomes rise and as family considerations grow, such workers are
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likely to move to the suburbs and beyond. In contrast, manual and cler- 

ical workers live in the area not because demand for their skills is 

high there but because they need rented housing, and that is available in 

the study areat such workers are unlikely to be able to afford to move 

out at any age. 

There is some evidence for that theory of selective migration. Migrants 

into Lambeth Borough were disproportionately non-menual workers (TAS/LA/6, 

table 1.1) and disproportionately young single adulis (ras/LA/6, table d.2):. 

Nigrants from inner South London to outer South London and the 0.M.A. were 

disproportionately professional, managerial, and other non-manual workers 

(Bramley 1975). 4nd the study area has been losing skilled manual workers 

(IAS/LA/2, table 4.1). 

The effect on low incomes and the labour market of that selective migration 

can be deduced. The occupations in which labour was scarce were those 

in which the pay was high enough to allow out-migration, which in turn 

made the labour scarcer and probably pushed relative earnings higher still. 

The occupations in which there was unemployment were those in which the 

pay was so low that people could not escape the housing trap of inner 

london, which kept the labour supply plentiful and probably pushed relative 

earnings down (because of low bonus payments, overtime, etc.). 

Tn conclusion, the main cause of the low average incomes in the study 

area appears to be, paradoxically, not the labour market but the housing 

market. 

iii) Poor housing 

Finally we try to explain the housing problems in the study area, As 

described above, they are manifestations of housing stress, too many
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people wanting to live in too little housing. 

Why did so many people choose to live in the study area, and similar parts 

of inner London? That question was the subject of the "Housing Stress" 

report (1as/14/6), where we grouped into three the possible reasons for 

living in inner London: ; 

- housing reasons 

- employment reasons 

~ additional reasons. 

iii.i) One housing reason for living in the study area might be that the 

housing there is relatively cheap. Fut surveys showed that not to be so? 

the price for a given unit of accommodation in the study area was not 

cheaper than elsewhere in London. If anything, housing to buy was more 

expensive than further out and housing to rent was about the same price 

(IAS/LA/6, paras 2.1.6 to 2.1.8). (That is not surprising when we 

remember that many of the housing problems were caused by an excessive 

demand for housing.) 

It is not cheapness which made people choose to live in the study area, 

but the ready availability because of tenure of much of the housing to 

relatively poor households, In the study area, housing was available to 

rent and that attracted the poorer people who could not afford to buy. 

The evidence has been presented above, in the sections on the housing 

trap and selective migration. 

iii.43) in contrast, evidence from the Household Survey suggests that 

employment reasons for choosing to live in the study area were not strong. 

For example, households in residence for less than 5 years were asked 

their main reason for moving to their homes, and their reasons were
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overwhelmingly to do with housing (81%) rather than work (62% - IAS/LA/6, 

para 3.2). Nevertheless, when people were asked why they did not move 

out of inner London, 38% said that the area was convenient for their 

work (IAS/LA/5, table 5.8). Interestingly, of those 38% the majority 

worked in the central area and had non-manual jobs: that is consistent 

with the selective migration thesis described above. 

iii.iii) A third reason for living in the study area might be that the 

residents liked the area, the amenities it offered, the local kinship or 

community ties, the residential character, etc. We can state categorically 

that those reasons were important for very few people. Very many of the 

residents disliked the area and nearly half wanted to move out (see 

"dissatisfaction with the district" above). 

We can conclude this explanation of the housing problems in the study area 

by saying that they were caused mainly by too many people wanting to live 

there, and by saying that so many people wanted to live there mainly 

because rented housing was available there and many Lononders had to rely 

on finding rented housing irrespective of where their jobs were. 

iv) Conclusion 

This chapter started by identifying six problem areas in Lambeth, and we 

have just shown that three of them - unemployment, low incomes, and poor 

housing - can be satisfactorily explained in economic terms. Explanations 

of the other three problem areas - poverty, dissatisfaction with the 

district, and multiple deprivation - can in part be derived from the 

economic explanations of the first (and main) three problem areas.
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The efficacy of physical planning solutions 

The analysis above has shown that one of the main causes of the high and 

selective unemployment among the study area residents has been the loss 

of certain types of job from the labour Market Area, although similar 

types of jobs have been growing elsewhere in the London region. Moreover, 

it is often suggested that the problems of inner cities should be tackled 

by attracting more jobs into those areas (see the examples quoted in 

chapters 2 and 3 and the suggestions at the end of this chapter). So one 

of the central policies for helping inner area residents (like those in 

lambeth) has to be to provide more jobs in and around the inner areas. 

How is that policy to be implemented? We cannot answer without more 

knowledge of the advantages and disadvantages of the inner areas as 

industrial locations. It was partly to provide that knowledge that we 

carried out the Local Employers' Study, a survey of 39 firms in the 

Lambeth Labour Market Area. We wanted to know what it was like to 

manage a firm in inner south London, and why so many employers were find- 

ing it difficult to do so. What were the constraints on the firms caused 

by that industrial location? 

We found that the main constraints on the firms in the survey area were 

two - lack of space, and a poor quality of labour supply. 

lack of space includes a number of problems with industrial sites and 

premises. Such problems include old premises, small and constrained 

sites, parking, access, congestion, unreliable public services, a poor 

environment, lack of amenities, and vandalism. It is such problems that 

physical planning can tackle well, by zoning and servicing more industrial 

land, by planning industrial areas with expansion space, good roads,
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access, and amenities, by not endangering industry with redevelopment 

programmes, etc. 

Poor quality labour supply includes the difficulties of recruiting locelly 

skilled manual and higher grade non-manual workers, low educational 

standards of the local labour supply, poor attitudes to work, etc. 

Physical planning will have little effect on those problems. 

Both those factors, lack of space and a poor quality labour supply, are 

making inner South London unattractive as an industrial location. We 

found that both had caused firms to move out from there in the past, and 

that both were still causing firms to consider, or to prepare for, leav- 

ing the area. So both must be tackled. Physical planning will be a 

powerful and appropriate weapon to use, but alone it will not be sufficient. 

The problems caused by Lambeth as a poor industrial location are not 

amenable to physical planning measures used on their own.
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Provosals for alleviating the problems in the study area 

One of the requirements of the Inner Area Studies was that the consultants 

should consider the possibility of applying non-physical as well as phy- 

sical measures, that the studies should be more than town planning reports. 

In Lambeth we interpreted that requirement as allowing us to consider 

recommending a mixture of physical and economic measures (and we analysed 

the problems accordingly - see above). Here we describe many of those 

recommendations, and it can clearly be seen that our analysis of the 

problems led us to an integrated mixture of economic and physical proposals, 

certainly to a range of proposals wider than could be found in a town 

planning report prepared within town and country planning powers. 

i) The Study Team's recommendations 

The final Lambeth report, "Problems and possibilities" (IAS/LA/11) made 

55 recommendations for tackling the study area problems, the problems 

Piceerined above and many others. Here we list only those recommendations 

(21 of them) for reducing the problems we have described.” We follow 

that list by amplifying some of the recommendations, and finally we add 

some economic measures which were discussed but not adopted. 

Our selection of the Study Team's final recommendations is as follows. 

isi) Employment 

The general ains of policy should be: 

- to slow or even reverse the decline of certain kinds of employment in 

Inner London, and to create new job opportunities where possible; 

- to help less skilled and low income people to move out of Inner London; 

  

% 
Nevertheless, our selection includes most of the more important propos- 
als: "Problems and possibilities" selected 4 areas for priority and 2 of 
them - balanced dispersal and employment - cover almost all our select- 
ion.
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- to increase the skills and the educationel level of the population. 

To achieve those aims we recommended: 

1. A positive statement is needed by central government and the local 

authorities that they now favour the retention and development of 

industry in parts of Inner London. 

2. IDC controls should be removed in these areas. 

3. There should be 2 complementary relaxation of planning controls in 

Inner London over industry and commerce. 

4, Some office development should be allowed in areas well served with 

public transport and with a shortage of clerical jobs. 

5. More land in Inner London for industrial and commercial uses should 

be identified, allocated, and serviced. 

6. Local authorities should provide a range of services to small business- 

es, including advice and cheap premises. 

7. Selected London local authorities should be allowed to promote their 

areas to industrialists. 

8. Areas containing many small businesses should not be subject to 

wholesale clearance. 

9. Mixed use zones should be protected and where necessary created. 

10. Inner London should receive a proportion of publicly-controlled 

industrial investment. 

11. Immediate measures must be taken to revive the construction industry, 

particularly in the housing rehabilitation field, leading to a secure 

long term programme in both public and private sectors. 

12. New policies are needed on housing development, tenure, and allocation 

to enable more unskilled and low income people to move out of Inner 

London.
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13. A major expansion of training schemes should be undertaken, including 

both existing and new forms. 

14. More emphasis should be given in schools to basic academic skills and 

to vocational preparation. 

15. An experiment should be mounted to provide a new form of personal 

counselling service to people with employment problems in Inner 

London. 

ieii) Balanced dispersal of population 

The aim of this policy is to open the "housing trap", so that people who 

rely on rented housing have the opportunity of getting it further from 

the centre of london, where they will be able to enjoy both lower density 

housing and better access to appropriate jobs. 

To achieve that aim we recommended: 

16. The employment qualification for housing in new and expended towns 

should be relaxed so as to give better opportunities for out-migration 

by low-skill inner city residents. 

17. There should be a common allocations policy for all London housing 

authorities. 

18. There should be selective intervention to acquire housing in the 

Outer London market for Inner City residents. 

19. More public housing should be built in Outer London, in selected 

parts of the Green Belt and in the "growth areas" identified in the 

Strategic Plan for the South East. 

20. The rate support grant arrangements should be revised so as to ensure 

that Inner London authorities do not have to suffer disproportionately 

because of their loss of population.
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i.iii) Housing 

21. Measures are needed to improve job opportunities (see above) and 

income support so as to raise the incomes of people in the study 

area, leaving them with more income to devote to their own housing. 

ii) Amplification of some of those recommendations 

It will be useful to amplify some of those recommendations, as follows. 

Each amplification bears the number of the recommendation which it expands. 

4, Nevertheless, planning applications for offices should not be allowed 

if they jeopardise the provision of manual jobs - e.g. if the offices 

would be on land at present used for, or with potential use for, 

industry. 

5. The extra industrial and commercial land to be zoned should be prov- 

ided at generous space standards. In some cases it could be that 

extra industrial land should be transferred from land previously all- 

ocated to housing. 

6. The local authorities should provide industrial premises in a range of 

sizes, but with a good offering of small premises (e.g. nursery factory 

units and workshops). It might be possible to provide cheaper prem- 

ises by refurbishing existing vacant industrial premises. (There is 

anew council housing estate in the study area with basement garages 

that motorists dare not use. Perhaps the garages could be used for 

small workshops.) 

7 To allow the London Boroughs to promote their areas to industrialists, 

it would be necessary to repeal section 144 of the Local Government 

Act 1972. 

13. The local authorities should examine the training programmes taken by 

their own employees, and could adapt them where possible so that they
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provided manual skills which could be used by other (private) empl- 

oyees. The Training Services Agency should examine, with the help of 

the local authorities, local employers, and local trade unions, the 

adequacy of its local Skill Centres, with reference to the number of 

places provided and the skills taught. The TSAand the Industrial 

Training Boards should jointly examine the possibility of giving grants 

to firms which give approved training to workers (at present, such 

firms are just repaid the levy they have to pay to the ITB's). ‘The 

grant could be greater in areas like Inner London where there is a 

demonstrable shortage of skilled workers. 

17,,Perhaps a grant should be available towards the cost of people moving 

18,$from inner to outer London. (It might be that the Employment Transfer 

19.‘Scheme, operated by the ESAto help unemployed workers move to avail- 

able work, could be adapted to that purpose.) Outward movement of 

people would also be helped if job vacancies in outer London were 

regularly advertised in the Inner London Employment Offices. Also, 

it might help if the GLC set up a local version of its Industrial 

Selection Scheme. The ISS was to co-ordinate the movement from 

London to new towns of workers and jobs; a local version might co- 

ordinate the movement of workers and jobs from inner to outer London. 

iii) Other economic measures to help Inner London 

There were other economic measures which were suggested and discussed but 

not, in the end, adopted. listing these should help to illustrate the 

possibilities of local economic planning. 

- The inner south London Boroughs should form jointly a powerful and 

swiftly acting Industrial Development Committee with the job of keeping
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existing industry, attracting new industry, and reviewing changes and 

problems in the local labour market. Some of the proposals described above 

(e.g. providing industrial land and premises) would probably be implement- 

ed more effectively by local authorities working together than separately. 

- Each local authority should set up a small committee of officers to 

examine the consequences for employment of.each local and central govern- 

ment proposal, and each private planning pplication, for planning, 

housing, and transport in its area. That sub-committee should report 

back to the Council on those consequences before the proposal or applic- 

ation was accepted or rejected. 

- A body like the Industrial Development Committee should sponsor a con- 

ference of local employers, trade unions, and local and central govern= 

ments about industry and employment in the area. If that conference were 

found to be helpful, the members could agree to form a local standing 

committee, like a local Economic Planning Council. 

- Local authorities should enter into agreements with appropriate financ- 

ial institutions to borrow the money for giving mortgages to firms to 

build new premises on local authority land (under section 3 of the Local 

Authorities (Land) Act 1963). Also, the local authorities should examine 

ways of guaranteeing risk capital lent by the financial institutions to 

new firms setting up in the area. 

- Local authorities should propose more schemes like Community Industry 

and the Job Creetion Schemes which employ young people with grants from 

the MSC. Job Creation Schemes can be proposed by private organisations too, 

so local authorities should encourage others to propose such schemes. 

Wherever possible, such schemes should produce environmental improvements 

and train young people in transferable skills (as did the Community Industry
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scheme in Small Heath, Birmingham, on which unemployed young people learnt 

construction skills by patching short-life housing under the guidance of 

a building tradesman). 

- A special employment agency for mloured people might help more of them 

to find better jobs: that should be examined. 

- We know that job opportunities in Croydon are better than in the more 

accessible labour market area, but that Croydon is difficult to reach by 

public transport. Experimentally, special transport (e.g. a minibus) 

should be provided between Croydon and the study area. 

~ In an area where male earnings are low, it is particularly important 

that wives be able to work to supplement the household budget. (That 

might be the reason that female activity rates are exceptionally high in 

the study area (IAS/LA/4, table 6.1.1). To help wives, who are also 

mothers with young children, to go out to work, extra day-care should be 

provided for children under five years old. (In fact, one of seven 

action projects mounted by the Inner Area Study was to provide day-care 

for the under 5's. For that project, eight salaried childminders were 

appointed and trained. But because the project aimed mainly to improve 

the care of the children of mothers already at work, it achieved no direct 

employment gain. ) 

- During the work of the Inner Area Study, a local man hed plans to 

start a local factory making furniture, using local labour orgenised: into 

a workers' co-operative. It would have been both useful and interesting 

for the local authority to have lent money to get the scheme started, and 

in return to have monitored closely its progress.
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iv) Conclusion 

Most of the economic measures proposed above are legal - that is, they 

could be implemented within existing legislation. A few would require 

new or changed legislation. Our point in describing the measures here, 

however, is not to make a case for new economic powers: rather it is to 

illustrate how greatly is the range of urban policies expanded when we 

consider tackling urban problems not just by locel physical planning but 

also by local economic planning.



pay 3 

343 

Chapter 10 

EMPLOYMENT PROBLEMS AND PROGRAMMES IN BIRMINGHAM
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The purpose of this chapter is to illustrate theoretical statements made 

earlier about the use of local economic powers. For illustretions we use 

empirical findings from the study "Development work on Comprehensive 

Community Programmes" carried out for the Home Office. (ne of the objects 

of that study was to eee how local employment problems in Pirmingham 

were being tackled; and as many of the powers available for tackling local 

employment problems are local economic powers, the object was sought by 

studying the use of those powers. 

The theoretical statements that we illustrate are: 

- that there are already available several local economic powers, that 

some powers often considered as physical planning powers may usefully 

be considered also as powers avereconomic variables, and that local 

economic powers can be operated both centrally and locally. We illus- 

trate those statements by listing the powers available for influencing 

employment locally. 

- that the practice of local economic planning has been poorly developed. 

We illustrate that first by listing the applications of the available 

powers in Birmingham: we find that some only of the powers are being 

applied, and that some of the powers are being used in contradictory 

ways. We illustrate the statement secondly by investigating how the 

applications of some of the powers are co-ordinated - specifically, the 

powers to advise industrialists, and the powers to provide training. 

We find many instances of poor co-ordination. Those findings illustrate 

a third statement also: 

- that local economic planning can produce conflicts between central and 

local government, because those two levels of governments often have 

different objectives. In advising industrialists, central government
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often wants to steer firms away from Birminghem. In providing training, 

it is a national objective to produce skilled manpower for industry, 

whereas local government might want to use training schemes for social 

purposes? and central government has so much more money for training 

than local government that the former can dominate the training provided 

by the latter.



346 
The powers available for influencing employment locally 

4 comprehensive list of powers is given below, divided into those oper- 

ated by central, and those by locel, government. I+ will be seen that 

several of the powers are more normally classified as physical: but, as 

we said in chapters 1 and 2, some physical variables can fruitfully be 

considered as economic (e.g. industrial buildings considered as an input 

to the production process). Abbreviations are used to refer to organisat- 

ions, as follows: 

DE 

DI 

DOE 

EO 

IBA 

MSC 

NEB 

TSA 

Other abbreviations used 

AA 

DA 

TA 

De 

ODP 

SDA 

Department of Employment 

Department of Industry 

Department of the Environment 

Employment Office (of the BSA) 

Employment Service Agency 

Industrial Training Board 

Local Education Authority 

Manpower Services Commission 

National Enterprise Board 

Training Services Agency 

are? 

Assisted Areas 

Development Areas 

Intermediate Areas 

Industrial Development Certificate 

Office Development Permit 

Special Development Areas
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(i) Powers operated by central government 

Influencing the location of employment within the country 

a) Regional Employment Premium 

Powers: to pay a premium payable to employers with manufacturing 

establishments in Special Development Areas and Development Areas. 

Weekly rates of Regional Employment Premium 

Full-time Part-time 

Men over 18 £3.00 £1.50 

Women over 18 and boys £1.50 225) 

Girls +95 hae 

(It has recently been announced that the REP will be withdrawn) 

Operated by the DE. 

bd) Investment grants for Assisted Areas 

Powers: to give capital grants for new buildings, adaptations of 

existing buildings, new plant and new machinery, in the SDA's 

(Special Development Areas) and the DA's (Development Areas). 

Grants are available for buildings only in the IA's (Intermediate 

Areas). Value of items of plant must exceed £100 and value of 

buildings must exceed £1000. Levels of grant are 22% in SDA's and 

20% in DA's and IAts, 

Operated by the DI.
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c) Location Advisory Services 

Powers: to give advice on locations within assisted areas to firms in 

all areas willing to move to the AA's (Assisted Areas). 

Operated by the DI. 

d) Designation of New Towns 

Powers: to designate new towns (which are attractive to industry). 

Operated by the Secretary of State for the Environment. 

e) Location of nationalised industries 

Powers: to influence the location of new branches of nationalised 

industries. 

Operated by the Government sponsoring Department and, in particular, the DI. 

f£) Location of Government Offices 

Powers: to choose the location of new offices of the Civil Service. 

The Civil Service Department is responsible for dispersing jobs from 

London. The Property Services Agency is responsible for the government 

estate. 

g) Industrial Development Certificates 

Powers: to withhold or grant an IDC. An IDC is required when the floor 

space of a proposed industrial development exceeds 12,500 square feet in 

the South East, and 15,000 square feet in the other non-assisted areas 

and in the IA's. They are not needed in SDA's and DA's. 

The criteria on which a proposed development is assessed are as follows 

(in non-AA's). 

- The degree of mobility possessed by the proposed development. If the 

development is clearly mobile the developer may be encouraged to 

consider one of the assisted areas (even so few IDC's are actually refused). 

~ The degree of compatibility with needs and resources of the locality 

concerned.
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- Applications by existing occupiers to modernise and improve their 

premises or to improve efficiency are considered sympathetically. 

Operated by the DI 

h) Office Development Permits 

Powers: to grant or withhold permission to develop offices. (At present 

this applies to offices over 15,000 square feet in Greater London.) 

Operated by the DOE. 

i) Grants for office and service industries 

Powers: to give employee removal grants, rent assistance or purchase 

assistance, loans, and removal grants to industries in SIC orders XXII 

to XXVII which move to an Assisted Area. 

Operated by the DI. 

Promoting new industry and employment 

a) Selective Assistance to Firms 

Powers: to give preferential loans, under Section 8 of the 1972 Industry 

Act. (Procedures are apparently ad hoc - witness the aid provided to 

such firms as British Leyland, Alfred Herbert, Chrysler UK, and Norton 

Villiers Triumph.) 

Operated by the DI. 

Powers: in June 1975 the Accelerated Investment Scheme was introduced. 

The aim was to bring forward big investment schemes as a counter- 

recession measure, by offering preferential loans. When introduced the 

scheme was to run for 6 months: now it has been extended to 12 months. 

To qualify for the scheme a minimum of £2M is to be invested: now reduced 

to £0.5M. 

Operated by the DI.



b) Selective Assistance to Firms in Assisted Areas 

Powers: to give loans and grants, under Section 7 of the 1972 Industry 

Act, to encourage industrial projects which will improve employment 

prospects in the Assisted Areas. New projects and expansions which 

create additional employment may qualify for loans at concessionary rates, 

for interest relief grants, and for removal grants (for a move into an 

Assisted Area): modernisation and rationalisation projects which do not 

create additional jobs may qualify for loans at commercial rates. The 

assistance may be given to mining, manufacturing, and construction firms, 

and possibly to firms in the service industries. 

Operated by the DI. 

c) Selective Assistance to Industries 

Powers: a part of the New Industrial Strategy, adopted at the Chequers 

meeting of November 1975, was the identification of ‘bottlenecks’ in 

industry and the introduction of measures to alleviate them. It is 

implied that shortages and bottlenecks will occur once economic recovery 

gets under way. The aim is to encourage investment that will improve 

supply and assist in the improvement of working conditions. So far, 

the following industries are eligible for this assistance under 

Section 8 of the 1972 Industry Act. 

Ferrous Foundries 
Machine Tools 
Clothing 
Textile Machinery 
Printing Machinery 
Paper and Board 

The main type of assistance available is in the form of grants for which 

any firm in the identified industry may apply. 

Operated by the D.I.
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d) Industrial Advisory Service, i.e. Small Firms Information Centre 

Powers: this service replaced the Industrial Liaison Officers in 1971. 

Essentially it is a signposting service. It does not provide the 

advice, but indicates to small firms where such advice is to be found in 

the public and private sector. 

Operated by the DI. 

e) Planning agreements 

Powers: to enter into planning agreements with private firms, under the 

Industry Act 1975. These agreements will guarantee the continuation of 

selective aid to firms, in return for promises of community benefits. 

Operated by the NEB, probably through the DI. 

f£) Provision of Factories 

Powers: to build factories in the Assisted Areas, both advance factories 

and custom-built factories, for sale or rent. 

Operated by the DI, through the English, Scottish, and Welsh Industrial 

Estates Corporations. 

Influencing the labour supply 

a) Employment Transfer Scheme 

Powers: to give grants towards the cost a person might incur if he is 

unemployed in one area and can get a job in another area. Also grants 

are available towards the cost of unemployed workers seeking jobs in 

other areas. (It is the Resettlement Transfer Scheme, revised and 

renamed. Essentially, it is a method of moving the workers to the work.) 

Operated by the ESA (Employment Service Agency), from the branch in the 

area which the worker is leaving. 

b) Allocation of tenancies in New Towns 

Powers: to allocate tenancies in new towns to people who move to take
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Selection Schemes - or more casually.) 

Operated by the Development Corporation (which is answerable to the 

DOE). 

c) Assistance to key workers 

Powers: to give grants to key workers who move with a firm to an assisted 

area, or who are brought into an assisted area by a firm expanding there. 

The grants are towards travelling and removal costs. 

Operated by the ESA in the receiving area. 

Job Creation 

a) Job Creation Programme 

Powers: to provide financial support for approved labour intensive 

projects. To run to 30th September 1977. 

There is a national budget of £90M for job creation. Any agency or 

organised group can sponsor a project for support under the programme. 

Financial support is dependant on approval fromthe area-based Action 

Committees and Secretariats. The following criteria are applied in 

ascertaining the eligibility of a project: the project is labour intensive, 

offers a training opportunity, contributes to an enhancement of the local 

environment or assists in the solution of a social or community problem, 

and has no duplicate funding by, e.g., the Community Industry Scheme (see 

below). Support is given to cover labour costs and the employer's 

national insurance contribution, and up to 10% of labour costs of any 

project may be claimed to help offset the cost of materials and equipment. 

Operated by the Manpower Services Commission.
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Powers: to support financially projects sponsored by a local Community 

Industry office. Work to be of social and environmental value, and no 

chance of the work being done by other agencies. Started in 1972. 

Community Industry is the responsibility of the National Association of 

Youth Clubs, but management is vested in a board made up of representatives 

of the NAYC, the DE, TUC, and CBI. The local authority may provide 

premises, equipment, and transport. 

Operated by Community Industry. 

c) Recruitment Subsidy for School leavers 

Powers: to pay employers a subsidy for the recruitment of eligible 

unemployed young persons. This scheme was introduced in October 1975 and 

runs until 30th September 1976. The amount payable is £5 per week per 

recruit for a period of 26 weeks. The recruit must satisfy the following 

conditions: be under 20, unemployed and registered for work at a Careers 

Office or local ESA office, and have not been in 6 weeks of continuous 

employment since leaving full-time education. He may be attending a 

training course, of 26 weeks or less, provided by the TSA or be in the 

employ of Community Industry. 

The employment must be full-time, a genuine vacancy i.e. not created by 

the discharge of other workers, and not with subsidy support from the 

Temporary Employment Subsidy scheme. 

Operated by the DE. 

Employers wishing to nominate a young person may apply through the local 

Authority Careers Service or the local ESA Office. 

d) Youth Employment Subsidy 

This replaces the Recruitment Subsidy for School Leavers. 

Powers: an employer in the private sector or a nationalised industry who 

engages a young person may be eligible for a subsidy of £10 per week for
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who have been registered as continuously unemployed for six months or more. 

The subsidy is payable for 26 weeks from the date the young person starts 

work. The scheme is limited to engagements during the six months from 

Ist October 1976 to 31st March 1977. 

Operated by the DE. 

e) Work Experience Programme 

Powers: to encourage employers to set up schemes to assist younger job 

seekers, who have not had the opportunity to gain experience in the 

employment field. Projects are provided by employers and must not in 

any way displace normal recruitment of trainees. The cost of allowances 

to the young people concerned (£16 per week) is met by public funds. 

The programme is open to unemployed young people in the 16/18 age group. 

Interested employers contact the WEP area office. 

Operated by the MSC. 

£) Job Release Scheme 

Powers: the scheme applies to Assisted Areas and runs from Ist January 1977 

for six months. Broadly the scheme offers to 64 year old men and 59 year 

old women a tax free £23 per week allowance until they reach retirement 

age provided that on leaving their employment they are replaced in their 

jobs by a registered unemployed worker. The allowance will also be 

available to anyone of eligible age who is on the unemployment register 

and wishes to leave the labour market. 

Operated by the DE. 

Training 

a) Training Opportunities Schemes (TOPS courses) 

Powers: to place and finance people on training courses, to provide 

Skill Centres and the training within them, and to give financial support
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to the trainees. Courses are vocational, off and on-the-job, and of 

4-52 weeks duration. Trainees are over 19 and have spent 3 years away 

from full-time education. They receive tax free training allowances - 

from £14.50 per week - for the duration of their training. 

The training can be on "exclusive courses. These are provided in LEA 

colleges, private colleges, and private firms, and are attended by TSA 

(Training Services Agency) trainees only. The TSA pays for the courses 

and supports the trainees with allowances. 

The training can be on "infill" courses. These are existing training 

courses provided already by other agencies and attended by other trainees. 

The TSA pays the fees for its trainees and supports them with allowances. 

Finally, the training can be in Skill Centres. These are special training 

centres provided, staffed, and controlled by the TSA. The TSA supports 

the trainees with allowances. 

Operated by the TSA. The exclusive and infill courses are operated in 

conjunction with other training agencies. 

b) Training within industry 

Powers: to train workers seconded for short courses with their firms. 

The main aim is to help those firms which are too small to run their own 

training courses. The training is in TSA premises or on the company's 

premises. Firms are charged economic fees, except in AA's where the 

training is free. 

Operated by the TSA.
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Powers: Skill Centres put Work Sampler courses of 2-3 weeks. Working 

situations are provided wherein participants can assess their aptitude 

for various types of work. 

Operated by the TSA. 

Powers: Occupational Selection courses are mounted in LEA premises to 

assess the capabilities and aptitudes of trainees. 

Operated by LEA staff and financed by the TSA. 

Powers: Basic Skills courses are financed by the TSA, usually at employers’ 

premises, to give basic (not full) skills training which should enhance 

the particupants' employability. 

Operated by the TSA, in conjunction with other training agencies. 

d) Industrial Training Boards 

Powers: these Boards were set up under 1964 Industrial Training Act to 

supervise industrial training. 28 Boards and | Industry Training 

Committee cover firms employing about 65% of the working population. 

They work with the TSA and the LEA to supervise apprenticeship schemes 

within firms and to sponsor off-the-job training courses. They are 

public organisations, which work closely with private firms. They 

finance much training in LEA colleges and private firms, by a levy on 

private firms. 

ITB's do not provide any training themselves. For the purpose of this 

study, the ITB's are useful for providing information about training in 

private firms. But even that information is likely to be partial, for 

ITB's do not cover all firms, and even for firms which are covered by an 

ITB, that ITB might not be represented regionally.
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Powers:"Awards" schemes have been instituted by some ITB's. Under 

these, premium grants - of up to £1750 per apprentice- are paid to 

employers for every apprentice taken on, in excess of normal intake, 

for "off-the-job" or full-time training at a further education or 

technical college. The ITB's pay apprentices so engaged £15 per week in 

lieu of wages. The Scheme was introduced in.1975 to run for one year 

and is likely to be extended for a further year. Firms who take on such 

apprentices receive adoption grants of up to £750. To assist Sandwich 

course students, the ITB's are encouraging employers to engage them with 

the promise of £25 per week grant for up to 26 weeks. The ITB's also 

operate a scheme to help redundant apprentices by helping them to enter a 

TSA Skill Centre although they are below 19, in order to finish their 

apprenticeship. 

Operated by the ITB's in conjunction with the LEA and the TSA. 

Placement and advisory services 

a) Employment Office Services 

Powers: to assist people to select, train for, obtain and retain employment 

suitable for their ages and capacities, and to assist employers to obtain 

suitable employees. 

The ESA sees its role as a consulting agency operating in local labour 

markets providing job seekers and employers with: 

- information on specific jobs available, in the local labour market or in 

other areas, 

- advice on labour market opportunities, 

- expert assessment and guidance for particular clients with special 

problems and needs. ~ 

Operated by the ESA.



b) Job Centres 

Powers: the centres display vacancies in ways which allow job seekers to 

choose jobs quickly and simply for themselves. Employment Advisors are 

on hand for the provision of assistance and advice - if the job seeker 

should request it. Job Centres are sited and designed to attract as many 

job seekers as possible. 

The aim is to provide employment placement services more efficiently and 

attractively than when those services are provided from Employment 

Exchange Offices. 

Operated by the ESA. 

c) Occupational Guidance 

Powers: to advise people who want to choose or change their occupations. 

In Britain, some 44 Occupational Guidance Units exist for this purpose. 

Individuals receive advice and assistance from Occupation Guidance Officers 

in these units. 

Operated by the ESA. 

d) Special services for Disabled and Disadvantaged 

Powers: under the Disabled Persons (Employment) Act 1944 firms employing 

20 or more people, with certain exceptions, are obliged to employ a 

specified percentage of registered disabled people. The ESA compiles and 

retains a register of disabled people. There are two categories: Section 

I are disabled people suitable for normal employment; Section II are 

disabled people who are generally employed in sheltered conditions. 

The ESA also provides an advisory service to the disabled to assist them 

with resettlement problems. A Disablement Resettlement Officer is based 

at each ESA local office to provide this service. Employment Rehabilitation 

Centres assess the capabilities of disabled people for work, and prepare 

them for a return to work.
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Attempts are being made to identify and assist the socially disadvantaged - 

those with special employment problems who are not 'disabled'. 

Operated by the ESA. 

Employment protection 

a) Temporary Employment Subsidy 

Powers: to pay a subsidy of £20 per week per employee whose redundancy 

is deferred. Under the scheme a redundancy may be deferred for a maximum 

of 52 weeks. 

Conditions of payment are: that at least 10 workers be threatened with 

impending redundancy in an establishment within 90 days or less, that the 

company be solvent, and that the applying company is adhering to the 

government pay guidelines. 

The scheme is operated by the DE through its regional offices. 

b) Advance notification of redundancies 

Powers: to require that any redundancy involving 10 or more workers a an 

establishment be notified to the DE. Minimum periods for notification: 

if 10 to 99 employees may be dismissed as redundant over a period of 30 

days or less, notification of at least 60 days; if 100 or more may be 

dismissed over a period of 90 days or less, notification of at least 90 

days. 

Operated by the DE.
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(ii) Powers operated by local government 

Influencing the location of employment within the county or district 

a) Structure Planning 

Powers: +o make provision, at the strategic level, for land for 

various uses, including housing, industrial, and commercial 

expansion or relocation, by area within the County. (These pro- 

visions can help to meet specified employment objectives.) 

Operated by the County 

b) Land use planning 

Powers: Districts have the power to prepare local plans, including 

provision for industrial land, within the context of the Devel- 

opment Plan Scheme drawn up by the County. Local plans carry the 

structure plan policies and proposals for land use through to a 

detailed local base. 

Powers: Counties and Districts have powers for reclaiming and 

changing the use of derelict land which they can allocate for 

industrial use. Such changes of use are carried out within the 

context of structure and local plans.
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c) Transport planning 

Powers: to provide transport infrastructure and public transport and 

to subsidise public transport provided by others. The proposals are 

contained in Transport Policies and Programmes and must be consistent 

: make 
with the structure plans. (These powers can be used to,some areas more 

attractive to industry than other areas). 

Operated by the County. In non-metropolitan areas, Districts may 

provide public transport. 

d) Location of local authority offices 

Powers: to locate offices in areas needing jobs. 

Operated by the District and the County. 

Promoting new industry and employment 

a) Development Control 

Powers: to withhold or grant planning permission for development and to 

attach conditions to the developments. This power is applied by the 

District unless applications are over a certain size (the size being 

determined by individual Counties) or they are departures from a 

Development Plan, when County approval is required. Should a proposal 

conflict with, or prejudice, a structure plan, it must be referred by 

the County to the Secretary of State. Industrial applications, in 

non-assisted areas, over 15,000 sq.ft. (or 12,000 sq.ft. in the South East) 

need an IDC. 

b) Advertising and Promotion 

Powers: to attract jobs to the area by advertising, promotions, and by 

offering advice to employers. 

Operated by both the District and the County.
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c) Provision of industrial land 

Powers: to acquire (by agreement) land for sale or rent for industrial 

or commercial use. Disposal of such land under the Community Land Act 

can only be by way of lease. 

Operated by the District and the County. 

d) Provision of Advance Factories 

Powers: to provide services to industrial land or to build or convert 

factories on it. Central government consent is needed. 

Operated by the District and the County. 

e) Financial incentives to industry 

Powers: to give mortgages to firms for erecting factories on land sold 

or leased from the local authority. 

Operated by the District and the County. 

(A few local authorities have powers, under local Acts, to give extra 

financial assistance to firms). 

Influencing the labour supply 

a) Housing development 

Powers: The County has some powers over housing, by its ability to make 

provision for housing land in the structure plan. 

The District has far more powers, by proposing land for housing in the 

local plan, and as the housing authority through its housing policy 

(see below). 

(Those powers can be used to influence the amount, location, and - slightly - 

the composition of the local labour supply). 

b) Provision of private housing 

Powers: Under the Community Land Act, Districts and Counties can acquire 

and dispose (freehold) of land for private housing. This is subject to 

the agreed Land Acquisition and Management Scheme. 

(That power can be used to influence the amount, location, and - slightly - 

the composition of the local labour supply).
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c) Housing policy 

Powers: it is the general duty of the District, as the local housing 

authority, to consider the housing condition in the district and the needs 

of the district for further housing. Within these general powers, the 

District is able to provide council housing, to encourage private housing, 

to rehabilitate housing. Also, the District may operate a housing allocations 

policy for key workers; and it can offer council dwellings to the key 

workers of an incoming firm, in order to attract new firms. Council 

mortgages may be offered preferentially to certain types of workers 

in order (for example) to attract new firms. 

(Those powers can be used to influence the amount, location, and - slightly - 

the composition of the local labour supply). 

d) Provision of Day Nurseries 

Powers: to provide day nurseries for the under 5's. (Such provision 

makes it easier for mothers to go out to work). 

Operated by the District. 

e) Provision of public transport 

Powers: to provide bus transport and to subsidise fares on buses (both 

public and private) and on trains. 

Operated by the District and the County. In metropolitan areas, operated 

by the County only, through a Passenger Transport Executive. 

Job Creation 

a) Job creation programme 

Powers: to sponsor schemes under the Manpower Services Commission's 

Job Creation Programme. Also, to encourage local voluntary bodies and 

employers to undertake Job Creation Schemes. 

Operated by the District and the County.
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Powers: to employ workers, or specified types of workers, in excess of 

requirements, in order to reduce unemployment. 

Operated by the District and the County. 

c) Encouraging new employment 

Powers: to encourage employers, trade unions, and others to co-operate 

in developing new opportunities for employment. 

Operated by the District and the County. 

Training 

a) Apprenticeships run by the local authorities 

Powers: to set up apprenticeships and take on apprentices to work 

within the local authority. 

Operated by the District and the County. 

b) Courses in Further Education and Technical Colleges 

Powers: to provide training courses. 

Notes: 

: we can assume that few of the courses in secondary schools are 

primarily for training. So the training provided by the local 

authority will be in its Further Education and Technical Colleges. 

These are operated by the District. 

+ not all of the students in such colleges are receiving training for 

employment. Some are taking academic courses. 

of the students in such colleges who are receiving training, some 

will be sponsored by the TSA, and some of those who are sponsored by 

firms will be on ITB-approved courses. Therefore, if you count 

the number of TSA courses and students, the number of ITB courses 

and the students on them, and the number of training courses and 

students in LEA colleages, you will be double-counting. Also, 

some of the apprentices employed by the local authority might be 

attending a LEA college. 

training is provided directly by the TSA in Skill Centres, by the
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LEA in its colleges, in some private colleges, and in training schoofs® 5 

in some of the larger firms. The complications arise because the 

TSA as well as training directly, sponsors students and courses in 

LEA colleges, private colleges, and private firms (Training Opportun- 

ities Schemes); and because the ITB's, although doing no training 

themselves, sponsor courses for industrial students in LEA colleges 

and firms' training schools. 

c) Adult education 

Powers: to provide courses to meet the educational and leisure time 

interests of adults. Course participants pay an enrolment fee. 

Operated by the District. 

d) Adult literacy and English language training for immigrants 

Powers: to put on courses in adult literacy and in English language 

training for immigrants. 

The TSA may spOnsor students on such course, but only where the training 

is necessary to obtain employment or vocational training. 

Operated by the LEA. 

Placement and advisory services 

a) Careers Advisory Service 

Powers: to help young people to get good training and good jobs. In 

more detail, the functions of the Local Authority Careers Advisory Service 

are: 

to give vocational guidance both long and short term to pupils and 

students; 

to assistthem if required to obtain places in employment, training, 

further and higher education; 

to assist employers to recruit suitable junior staff; 

to promote careers education and vocational preparation in schools and 

colleges:
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to review progress and in other ways to watch over the welfare of 

young people in employment in order to draw attention to exploitation, 

dangerous working and lack of training or adverse social circumstances 

in work; 

generally to promote the personal development of all pupils and students 

so that they may make the best use of their aptitudes, capacities, and 

temperaments so as to assist them to make a full contribution both as 

a worker and as a human being. 

The service is provided by careers teachers in schools and through 

separate Careers Centres. At those Centres, young people can register as 

unemployed and employers can notify vacancies, so the Careers Advisers 

can help to place people in jobs directly. 

Operated by the District. 

Employment Protection 

a) The effects of redevelopment schemes on industry. 

Powers: to acquire land compulsorily if that land is needed for 

redevelopment. There are general town planning powers (Town and Country 

Planning Act 1971, Part VI) to acquire land in order to secure the 

treatment of an area as a whole. Also, there are powers under other 

acts for acquiring land for specific uses - e.g. under Housing Acts, 

to acquire land for housing; under Highways Acts, to acquire land for 

roads; also to acquire land for open space, for education, etc. (When 

those powers are used to acquire land which had accommodated industry, 

that industry and the jobs it offers will be displaced or lost). 

Operated by Counties and Districts, with the approval of the Secretary 

of State.
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b) Administration of non-conforming uses 

Powers: to require the discontinuance of use or alteration or removal 

of buildings or works, where it is expedient in the interests of the 

proper planning of the area (Town and Country Planning Act 1971 s.51). 

(That power can be used to remove an industry which is a "bad neighbour", 

thus causing jobs to be lost.) 

Operated by Districts, with the approval of the Secretary of State.
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The application of those vowers in Birmingham 

Here we go through the list of available powers, stated above, and for 

each describe how it was being applied in Birmingham in Spring 1976." 

(i) Powers operated by central government 

Influencing the location of employment within the country 

a) Regional Employment Premium 

This is not pevebie to firms in Birmingham. 

bd) Investment Grants for Assisted Areas 

These are not payable to firms in Birmingham. 

c) Location Advisory Services 

Firms are encouraged to move to Assisted Areas and away from 

Birmingham. The effects on Birmingham are not known. 

a) Designation of New Towns 

In Telford 25 units have been let to firms from Birmingham. More 

than $ of the mits there taken by firms from the West Midlands 

conurbation were taken by firms from Birmingham. In Redditch, by 

1974 62 firms had entered from Birmingham and the West Midlands con- 

urbation, most in mechanical engineering and metal goods. 

e) Location of Nationalised Industries 

There were no examples of such industries moving into or out of 

Birmingham. 

f) Location of Government Offices 

There were no examples of such offices moving into or out of 
  

* Some of the powers are not applicable in Birmingham - e.g. to give 
Regional Employment Premiums. However, the fact that (e.¢.) 
grants are available to firms in Assisted Areas and not to firms in 
Birmingham might still affect Birmingham. Sut it is very difficult 

to estimate the effects on that place.
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Birminghan. 

g) Industrial Development Certificates 

In 1974, 34 IDC's were approved, allowing 1,278,000 sq. ft. In 1975, 

47 IDC's were approved, allowing 954,000 sq. ft. In those two 

years, 2 IDC's were refused. 

h) Office Development Permits 

These are not required in Birmingham. 

i) Grants for Office and Service Industries 

These are not payable to firms in Birmingham. 

Promoting new industry and employment 

a) Selective Assistance to Firms 

Norton Villiers Triumph and British Leyland have received assistance. 

No firms had received help under the Accelerated Investment Scheme. 

>) Selective Assistance to Firms in Assisted Areas 

These are not payable to firms in Birmingham. 

e) Selective Assistance to Industries 

There had been 6 applications for assistance from firms in 

Birmingham. 

a) Industrial Advisory Service 

There is a branch in Birmingham, but it was not possible to find how 

many Birmingham firms had been helped. 

e) Planning Agreements 

There had been none in Birmingham. 

f) Provision of Factories 

These are not provided by central government in Birmingham. 

Influencing the labour suoply 

a) Employment Transfer Scheme
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Birmingham had handled very few grants, as hitherto it had been an 

importing, not exporting, area. 

>) Allocation of Tenancies in New Tows 

Telford received 641 incomers from Birmingham between 1967 and 1975. 

Those 641 people were 11% of the total inflow: 30% of the total 

inflow were from the rest of the conurbation. Corresponding infor- 

mation was not available for Redditch. 

c) Assistance to Key Workers 

This is not payable to people moving to Birmingham. 

Job Creation 

a) Job Creation Programme 

Seven projects had been agreed with Birmingham MD, to provide 140 

jobs at a cost of £115,000. Hight projects had been agreed with the 

WMCC to employ 134 people at a cost of £108,000: some of the benefits 

would go to Birmingham. 

bd) Community Industry 

This provided 52 jobs in Birmingham. 

c) Recruitment Subsidy for School Leavers 

800 applications had been received from Birmingham firms. 

a) Youth Employment Subsidy 

This had not been started nationally. 

e) Work Experience Programme 

This had not been started nationally. 

f) Job Release Scheme 

This had not been started nationally. 

Draining 

a) Training Opportunities Schemes
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The TSA supported 41 exclusive courses in Birmingham, providing 720 

training places. It supported another 200-250 people on infill 

courses in Birmingham. And it runs two Skill Centres in Birmingham, 

which are expanding to provide in total 60 courses and 700 places. 

b) Training Within Industry 

No information was available for Birmingham. 

c) Wider Opportunities Courses 

There were no Work Sampler courses in Birmingham. Occupational 

Selection courses were provided at the two Birmingham Skill Centres. 

Several Basic Skills courses were provided in Birmingham LEA colleges. 

a) Industria Training Boards 

Several have branches in Birmingham and many more are active there, 

but it was difficult to discover the sizes of their programmes. 

e) Schemes to help Apprentices during the Recession 

Several ITB's in Birmingham were providing awards - e.g. 223 from the 

Engineering ITB, 32 from the Construction ITB, 45 from the Road 

Transport ITB. 

Placement and advisory services 

  

a) Employment Office Services 

Birmingham had 7 Employment Offices. 

b) Job Centres 

Birmingham had one Job Centre. 

c) Occupational Guidance 

There was a Birmingham Occupational Guidance Unit, which advised 

2250 people in 1975. 

ad) Special Services for Disabled and Disadvantaged 

There was a Disablement Resettlement Officer in each Employment 

Office, and one Industrial Rehabilitation Unit in Birmingham.



Employment Protection 

a) Temporary Employment Subsidy 

In Birmingham, 520 redundancies in 5 firms had been deferred. 

b) Advance Notification of Redundancies 

No notifications had been received in Birmingham. 

372
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(ii) Powers operated by local government 

Influencing the location of employment within the county or district 

a) Structure Planning 

The WMCC proposed to use the Structure Plan which it was preparing 

in order to achieve certain employment objectives - e.g. the renewal 

rather than redevelopment of industrial premises in the inner areas. 

b) Land Use Planning 

Birmingham MD had not produced any local plans. The WMCC had started 

to reclaim 215 h.a. of derelict land, 10% of which will be allocated 

to industry. 

ce) Transport Planning 

The WMCC had no employment objectives in its TPP. 

d) Location of Local Authority Offices 

Neither the County nor the District used this power for employment 

purposes. 

Promoting new industry and employment 

a) Development Control 

Both the District and County considered employment consequences 

when determining applications. 

b) Advertising and Promotion 

Birmingham MD had an advertising campaign, had established an office 

at the National Exhibition Centre, had appointed a Commercial Officer, 

and kept a register of industrial sites and buildings. The WMCC had 

a budget of £76,000 in 1976/77 for advertising and promotion, and 

was compiling a register of industrial sites and buildings. 

c) Provision of Industrial Land 

The WMCC was providing some on reclaimed land (see above).



374 

a) Provision of Advance Factories 

Birmingham.ND was building 18,000 sq. ft. in nursery units. 

e) Financial Incentivesto Industry 

No industrial mortgages had been given. 

Influencing the labour supply 

a) Housing Development 

Neither the District nor the County was allocating housing lend with 

employment purposes in mind. 

b) Provision of Private Housing 

Land for private housing was not being supplied with employment 

purposes in mind. 

c) Housing Policy 

The District did not allocate its dwellings or provide mortgages 

with employment purposes in mind. 

a) Provision of Day Nurseries 

Birmingham MD provided 1280 places in 28 centres. 

e) Provision of Public Transport 

The County (through the P.T.E.) did not use transport to meet 

employment objectives. 

Job Creation 

a) Job Creation Programme 

The District's and County's projects are described above, (under 

central government) as the projects are agreed with the central MSC. 

b>) Public Works Schemes 

None were being undertaken in order to reduce unemployment, other 

than the Job Creation projects.
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c) Encouraging New Employment 

Eoth the County and the District were developing close links with 

employers and unions in order to encourage new employment. 

Training 

a) Apprenticeships run by Local Authorities 

Birmingham MD took on 33 apprentices in 1976. 

b>) Courses in Further Education and Technical Colleges 

Dremmghaw 
MD ran 760 vocational courses in its colleges, besides those supp- 

orted by the ITB's, On its own courses and on ITB courses together, 

there were 5540 full-time students and 15,870 part-time students. 

c) Adult Education 

There were about 60,0CO people enrolled on Adult Education courses, 

of whom an estimated 1500 were on vocational courses. 

a) Adult literacy and English Language Training for Immigrants 

Birmingham MD had organised a "Right to Read" programme and, with 

the TSA, ran four literacy courses for immigrants. 

Placement and Advisory Services 

a) Careers Advisory Service 

Birmingham MD had 10 Area Careers Centres and four Careers 

Advisers of ethnic minority origin. 

Employment Protection 

a) The Effects of Redevelopment Schemes on Industry 

It was the policy of Birmingham MD to retain, wherever possible, 

small scale industry that was labour-intensive. 

pb) Administration of Non-Conforming Uses 

Birmingham MD had the policy of not disturbing industry about which 

residents had no complaints.
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(441) Conclusions 

Not all of the powers that are available for influencing employment 

locally were being used. There are several reasons (e.g. shortage of 

money, use of housing powers for other purposes); but one reason is just 

poor planning - ignorance of the powers available and of their possibil- 

ities, and inexperience in using the powers for employment purposes. 

Also, some of the powers are being used in contradictory ways. The 

reasons are poor co-ordination (see below) and conflicting objectives 

(see later),



377 

How powers to advise industrialists are co-ordinated 

Central government, the West Midlands County Council, and the Birminghan 

District Council all have agencies that give advice to industrialists 

seeking to locate or expand in Birmingham. We are interested in whether 

such advice might be made more effective by improved co-ordination bet- 

ween the agencies. 

(ai) Description of the agencies 

At central government level are the Location Advisory Service, which is 

concerned with the ‘assisted areas' and with advising firms in 

Birmingham (and elsewhere) about locations there; and the Industrial 

Advisory Service, which operates a Small Firms Information Centre (the 

amount of work done by which is small and of little importance to us 

here) “5 

The most important agencies giving advice to industrialists are at the 

County and District levels. 

The W.M.C.C., under its Employment Commerce and Industry Committee, has 

established an Industrial Promotion Programme. An Industrial Inform- 

ation Service (I.S.5.) has been set up within the Chief Executives! 

Department with a budget of £76,000 in 1976/77 for promotion and public- 

ity. To offer advice, the service is compiling a register of all 

industrial premises in the West Midlands; it has also produced reports 

on the E.E.C. and on the effects of North Sea Oil on industry in 

Birmingham. The service claims to be able to answer most industrialists! 

questions with the help of the Chamber of Commerce and officers in the 

District Councils.
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Policies for employment in the Birmingham D.C. are the responsibility of 

three committees - Land, Planning, and Education. To give advice to 

industrialists the District has an advertising and promotion campaign 

that includes; advertising in national newspapers and journals; appoint- 

ing a Commercial Officer based in the Estates Department to give advice 

and assistance on planning and building regulations; establishing an 

office at the National Exhibition Centre; and keeping a central register 

in the Estates Department of available sites and buildings. 

Three questions can be asked about those advising agencies: 

- could there be better co-ordination between local and central govern- 

ment? 

- could there be better co-ordination between county and district? 

- could there better co-ordination between advice-giving agencies and 

other departments within their ow organisations? 

ii) Co-ordination between local and central government 

The first matter to be discussed is the noticeable concern of the District 

and County agencies giving advice to industrialists with the industrial 

location policy of the Department of Industry. Central government's 

policy of encouraging industry into the regions of traditionally high 

unemployment completely opposes the efforts of the District and County 

to attract and assist industry in Birmingham. The debate is continuing 

and involves complex economic, and sensitive political, issues. It is 

inappropriate to enter the debate here (but see also chapter 5), so we 

simply remark that this is the major area of lack of aeorarnatien bet- 

ween central and local governments and one which creates irritation with- 

in local government and friction between it and central government.
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Secondly, there is the Selective Assistance to Industry Scheme, one of 

the few positive policies operated by the DI to assist industry in 

Birmingham. The scheme offers loans to selected industries to prevent 

"bottlenecks! in production during the expected economic recovery. The 

selected industries eligible to receive assistance include ferrous 

foundries and machine tools, both common in Birmingham. 

We found no evidence of co-ordination between this central government 

policy and local government agencies giving advice to industrialists. 

The local government agencies should at least be made aware of the 

assistance available. Local government could in addition try to dis- 

cover and contact firms that are eligible for assistance, rather than 

waiting for industrialists to take the initiative. local government 

could know which firms are receiving assistance in order to see if the 

local authorities could supplement that assistance by trying to ensure 

that adequate sites and buildings and the right kind of skilled labour 

were available. 

Thirdly, the Training Services Agency 

is the most important central government agency con- 

cerned with training courses in Birmingham. Skilled labour has always 

been important in the Midlands and it is likely that industrialists 

might seek advice about training courses and skilled labour. What co- 

ordination is there between the TSA and the local government agencies 

giving advice to industrialists? 

There was no evidence of contact between the WMCC Industrial Information 

Service and the TSA. The IIS had no information about training prog- 

rammes. Similarly, the Estates Department in the District Council did
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not know about training programmes, and its only contact with the TSA 

was in referring industrialists there when necessary. 

Could better co-ordination on this aspect service any purpose? It might 

be useful to the TSA that the County and the District know of its work; 

for example, the County and the District could, through their advice- 

giving agencies, warn the TSA of a growing or forthcoming demand for a 

particular skill. Similarly, the local government agencies could advert- 

ise the work of the TSA to industrialists who come for advice. For 

example, the TSA Skill Centres in Birmingham are encouraging industrial- 

ists to sponsor trainees, in a scheme whereby the industrialists can 

determine directly the type of skill and training their employees 

receive: the Skill Centres want the scheme to expand, and one way of 

advertising it is through the local government agencies that deal with 

industrialists. 

(iii) Co-ordination between County and District 

Advertising and Promotion. The County has a budget of £76,000 for ad- 

vertising and promotion and its aim is to retain local industry and 

attract national and international industry to the region. The District 

also has an advertising campaign in national newspapers and journals to 

attract companies and investors to Birmingham. 

No evidence was found of co-operation or co-ordination between the 

District and the County in this work. Whilst there are obviously some 

conflicting aims between the County and the District, there are also 

areas of agreement where co-operation could be useful. A co-ordinated 

campaign is likely to reach employers more effectively.
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Register of Sites and Buildings. Both the County and the District have 

registers of available buildings and sites for industrial use. The 

authorities co-operate in compiling those registers: the District compiles 

its own register and passes the information to the County for its central 

register. Industrialists seeking advice at the County about sites aré 

passed to the District Estates Office if a suitable site exists in 

Birmingham. 

Preferred Locations Policy. The County as a vart of its planning/ 

employment policy operates a preferred locations policy which is con- 

cerned with improving employment opportunities in deprived areas (the 

inner areas of the city of Birmingham, and of the other cities of the 

County). One of the main objectives of the policy is to steer industrial- 

ists to the preferred locations. However, there was no evidence to 

suggest any co-operation or co-ordination between the County and the 

District on this policy: the Commercial Officer in the Estates Depart- 

ment of the District was unaware of the preferred locations policy. 

Training. Just as the County should be aware of central government 

training schemes, so also it should know about the District's training 

programmes. Such knowledge would improve the advice given to industr- 

ialists by the County: also the County would be able to inform the LEA 

about new or changing demands for particular skills. 

(iv) Co-ordination within the County and within the District 

Co-ordination between departments within the WMCC about the services 

advising industrialists was found to be good. Although the County does 

not have wide responsibilities for employment, its policies are well co- 

ordinated. ‘The Industrial Information Service was aware of the work of
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the other departments, particularly the intelligence and research unit. 

Such co-ordination may be attributed to the relatively limited nature of 

the WMCC's responsibilities, but also to organising employment policies 

within one committee. 

Co-ordination between departments within the District can be looked at 

in two parts. 

Estates Department and Planning Department. The Estates Department 

recommends sites and building to industrialists. If a site is suit- 

able, can the industrialist obtain planning permission easily? We did 

not find any problem of co-ordination on this aspect. The Estates 

Department advises on building regulations and planning procedures and 

there was no evidence of conflict between the two departments. 

Estates Department and Education Department. In the same way that there 

is a need for the Estates Department to co-operate with the TSA, so there 

is a need for it to co-operate with the District Education Department. 

Industrialists coming to the Estates Department for advice about build- 

ingsand sites could provide information about manpower requirements that 

would be useful to the Education Department in its decisions about 

training programmes. We found no evidence of that type of co-operation 

between the two departments. 

(v) Conclusion 

The giving of advice to industrialists could be a useful part of local 

economic planning to achieve employment objectives. In Birmingham, 

however, that possibility is poorly used partly because the advice-giving 

agencies are competing with each other in some respects (see later), and 

partly because the advice-giving agencies are just poorly organised.
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This aspect of local economic planning is relatively new to them.
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How powers to provide training are co-ordinated 

Here we investigate the co-ordination between the three main training 

agencies - Birmingham District (the LEA), the TSA, and the ITB's, (see 

map 10.1 for the location of training centres). 

(i) Co-ordination by the LEA of its ow training colleges 

We found that the IEA did very little to co-ordinate the training courses 

put on at its own Technical Colleges and Colleges of Further Education. 

It stated thet those courses were not designed so as to fill important 

gaps or to avoid duplicating other courses. The LEA Colleges simply put 

on their own courses, and also they provide additional courses at the 

request of the TSA and ITBts. Indeed, the LEA does not keep any central 

record of the numbers of training places provided for young people in its 

colleges, nor of the courses available. Apparently this information can 

be gathered only by contacting each college separately. 

(4i) Co-ordination between LEA training colleges, the TSA, and the ITB's 

The poor co-ordination by the LEA of its om training colleges can be 

explained partly by the overlapping influences and interests with which 

the colleges must cope; for decisions about college courses are made by 

the LEA, by industrial sponsors of courses, by the TSA, and by college 

governors and advisors. We described above how ITB's and the TSA sponsor 

and subsidise training courses in IEA colleges: one of the consequences 

is that the LEA feels that it is not in control of its colleges, and that 

it treats ITB's and the TSA moze as powerful customers calling the tune 

than as complementary agencies to be worked with.
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That consequences is not confined to Birmingham. At the 1976 conference 

of the National Association of Teachers in Further end Higher Education, 

delegates complained that the TSA is now in a position to try to dictate 

terms about courses and students in LEA colleges, because TSA finance is 

currently so important to such colleges. The conference urged the DES 

to co-ordinate all training programmes (Guardian, lst June 1976). 

(iii) Co-ordination by the Local Authority Careers Advisory Service 

In Gira, we found that another branch of the LEA, the Careers 

Advisory Service (LACAS), has taken on the job of co-ordinating training 

for young people. The LACAS has seen that as necessary because of the 

high rise in unemployment of young people. Now, co-ordination between 

the LACAS and the TSA, ITB's, and private industry has increased to a 

previously unimown level. As industry provides fewer vacancies for 

young people both in jobs and training, the LACAS has seen it becoming 

increasingly necessary to rely on well funded bodies, such as TSA and 

ITB's, to organise training schemes. 

Various training schemes have been started recently in co-ordination with 

the TSA and ITB's: 

- Basic Skill Courses. Financed by TSA and on LEA premises. These 

courses are of 6-13 weeks duration and help young people to familiarise 

themselves with basic skills in various occupational areas. 

- Work Experience Courses. A form of basic skill course, though not 

specialising in any one skill. It is used by those without a particular 

occupation in mind. Again, it is financed by TSA with LACAS providing 

very basic equipment. 

- Award Schemes. Financed by ITB's (particularly the Engineering ITB
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in the Birmingham area). Three hundred award schemes this year and hope- 

fully more in the coming year. Also, ITB's are planning to provide 

greater financial incentives for employers to take on trainees after the 

first year of training. 

(iv) Recruiting for Work Experience Courses 

In spite of that co-ordinating role played by the LACAS, there are still 

difficulties with one of those training schemes. There are three 

agencies involved in recruiting for the Work Experience Course - the 

LACAS, Matthew Boulton 1T.C. which provides the course, and the TSA which 

finances it - and each has a different set of criteria. 

The LACAS has the first responsibility of deciding whether a young per- 

son would be likely to benefit from the course. The aim of the LACAS is 

to find young people suitable employment after leaving school. It 

prefers young people to sample the job market for a period before 

recommending them for a course such as the one at Matthew Boulton T.C. 

Consequently the course is used as a last resort by the LACAS, when it 

is wmable to place these young people. As a result those with the worst 

employment problems are likely to be placed on the course. It is not 

clear what the LACAS believes are the 'right' people for the course. 

The TSA provides funds for the course and as a result has some control 

over selection of trainees. The trainees must therefore be considered 

eligible by the TSA; they must be within the age range 16-1 

  

and must have had no previous work experience. 

Matthew Boulton T.C. however looks at personal characteristics such as 

willingness by the trainees to be helped, smart appearance, willingness



388 

to work hard, and respect for employers. This difference in selection 

eriteria often results in loss of applicants before they start the 

course. For example, the TSA will not accept people who, in the two 

years since they left school, have had a couple of weeks at a job; but 

Matthew Boulton would call this person unemployed and believe he was 

suitable for the course. 

(v) Conclusion 

The provision of training courses in Birmingham displays many examples 

of poor co-ordination, which appear to be dissipating the energies of 

the teachers. And, indeed, much of the poor co-ordination can be 

attributed to poor administration by training organisations which have 

suddenly been put under pressure: the rapid rise of unemployment has 

increased the load on the agencies, and the expectations which people 

have of them. 

In addition, however, some of the poor co-ordination can be interpreted 

differently, as the result of different training agencies holding diff- 

erent objectives. To that subject we now turn.
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Conflicts between central and local government 

We have now investigated three aspects of the application of local 

economic planning to tackle employment problems in Birmingham - how 

widely and thoroughly the available powers are used, how industrialists 

are advised, and how training is provided. And in each application we 

found instances where the local economic powers were not being used as 

effectively as possible to reduce local employment problems. Part of 

the reason was inexperience in this type of local economic planning: but 

another part was that often central and local governments were applying 

the local economic powers with conflicting objectives. 

The conflict in two of the three applications is between central govern- 

ment wanting to steer firms from Birmingham to the Assisted Areas, and 

local government in Birmingham wanting to retain and attract firms. 

That conflict has been much discussed by others, we have discussed it 

in chapter 5, so we will discuss it no further here. 

In the third application - the provision of training - the conflict is 

less well know so we shall discuss it briefly. In the study for the 

Comprehensive Community Programme we asked two questions about vocation- 

al training: 

~ what types of people have the best access to vocational training? 

- what are the aims of those who provide and administer tra ining 

courses? 

After our investigations we answered those questions as: 

- those already in employment and those with good academic qualifications 

find it easier to enter training courses, 

- most places on training courses are provided and administered in order 

to supply industry with trained manpower.
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Those answers suggest that training in Birmingham is being organised to 

meet national objectives, not to meet local objectives of alleviating 

the worst employment problems of local people. To do the latter, train- 

ing in Birmingham (or some of the training in Birminghem) should be 

organised so as to achieve the following aims: 

- to offer training to those school leavers who are vulnerable to 

unemployment, 

- to offer training to those in unskilled employment, and 

- to offer training to all who want it and who have the prospect of a 

job. 

In that conflict of training objectives, central government has won for 

two reasons. One is that local government is still inexperienced in 

applying local economic powers. The other, and more important, reason is 

that central government is the stronger: in particular, we have seen that, 

as the provider of most of the training funds, it can dominate the 

provision and administration of training courses. That illustrates how 

important is the organisation of local economic planning in cases (and 

such cases may be numerous - see chapters 5 and 7) where central and 

local governments have conflicting objectives.
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The purvose of this report hes been to explore an idea about urban 

policy, the idea of local economic planning being applied to alleviate 

urban problems, the idea of economic vlanning for cities. The reason I 

have been exploring the idea is that I find it valuable: it casts a new 

light on the theory and practice of urban planning. 

The exploration has taken the following route. We started by defining 

and describing carefully the idea of local economic planning (chapter 2). 

then we investigated its possible uses (chanter 3) and its probable use- 

fulness (chanter b), Chanter 5 examined its weaknesses and limitations. 

Then we explored three avenues along which we would have to travel if it 

were decided to practise local economic plenning more widely. Theories 

in local economic plenning were explored in chapter 6: what practice 

could the theories sunport? The second avenue led us into organisationel 

issues (chapter 7): should local economic planning be a central or local 

responsibility, and how should it be organised within local government? 

That led in to the third avenue, the question of powers, the extra powers 

necessary for wider local Cee planning, and how the powers should be 

created (chapter 8). And there we stopped exploring new territory, and 

retraced our steps to illustrate some of our earlier discoveries with two 

case studies (chapters 9 and 10). 

Was the exploration worth undertaking? I would say so, because I have 

found the idea of local economic planning valuable. It has helped us to 

look afresh at some aspects of the theory of urban planninse, mainly the 
  

relationships between ends and means, theory and practice, organisations 

and powers, local and national affairs. 4nd the idea has helped us to 

look afresh at the practice of urban planning. ‘That we have done by
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developing the idea of local economic planning in order to investigate 

its possible contribution to such practice, and the limitations on that 

contribution. It is along practical lines that we now describe the state 

to which we have developed the previously underdeveloned idea. 

  

ly reason for summarising in a practical way the results of our explor- 

ation has to do with my motivation for undertaking the exploration, which 

was the growing conviction that the practice of local economic plennine 

should be extended. That, however, we have not made our thesis: rather, 

we have tried to develop the idea of local economic planning, so that 

others can decide whether it should be used more widely and, if so, how. 

Nevertheless, my motivation shepes this summary, for we have re-ordered 

the findings and conclusions of the preceding chanters in such a way as 

to present the arguments for and against extending the practice of local 

economic planning. ‘Then we state a set of conditions for the practice of 

local economic planning such that, if the extension of such practice were 

constrained within the conditions, the arguments against such an extension 

would be weakened or negated. 

  

      

Much of oum exrloration has been into the li 
planning. If such planning were practised outside its limitations, it 
would generate evidence to support the arguments against 
practice. Hence our findings about the limitations of local economic vlan- 
ning have been incorporated into the condit s which any extension of 
such planning should meet. 
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The arsuments for extending the practice of local economic planning 

The arguments can be summarised as follows. 

i) Local economic planning would be an effective way of tacklins some 

urban problems. 

This argument was developed in chapter 3 where we showed that, by changing 

local economic variables, ve could expect to be able to chanze certain 

local conditions which could be causing local problems. Im varticular we 

could expect to be able to change conditions of local employment, but 

also conditions of the physical environment and social conditions. Moreover 

we showed that, where a local problem could be tackled several differ- 

  

ent types of plenning (e.g. both physical and economic), local economic 

planning might be the best way, being most effective, efficient, and 

involving the least undesirable use of governmental powers. 

ii) Other types of local planning which are currently practised widely 

are limited in their effects, and some of the undesirable limitations 

could be removed or reduced by supnlementing current local planning 

with more local economic planning. 

This argument was developed in chapter 4. There we showed, first, that 

  

local physical plenning was inherently limited in what it could achieve, 

   and we showed that recent experiments in using existing types of plann: 

  

in new combinations had not noticeably broken out of such limitations. 

Then we showed that the effectiveness of urban policy would probably be 

increased by increasing the variety of public volicy instruments (e.2. with 

lecal economic plenning); and we saw how some locel enthorities hed acted 

accordingly, by using their existing powers in new ways, and by promoting
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local Acts to give themselves local economic powers. 

Those are not arguments that local economic plenning is a panacea: rather. 

they are arguments that it would be useful to practise it more widely.
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inst extending the practice of local economic planning 

  

The arrunents as: 

There are several arguments, some of them overlapping, end many based on 

ck
 

the liberel] premise that it is inherently undesirable to extend covermn- 

mental powers end government intervention. I accept that premise, so 

treat the arguments seriously. 

i) The desirable effects of local economic planning could be achieved 

by the appropriate use of existing powers end tynes of planning, with no 

  

unacceptable side-effects: it is therefore, not necessary to extend the 

practice of local economic planning. 

Presumably the arcument is for better local physical planning, better 

national economic planning, better co-ordination of local measures. We 

have examined crucial parts of that argument already, and heve found 

existing powers and types of plenning to be limited in certain ways. All 

we can say here is that the argument is not proven. 

ii) The benefits from local economic planning are not worth the costs. 

In such a general form, this argument cannot be tested. There is no 

reason why the private and social benefit:cost relationships should be 

more or less advantageous for local economic plenning in general than 

for local physical or social planning in general. At the seneral level 

we can talk only about the political implications of different types of 

plannin the implications for private and social costs and returns cen 

  

= 
be discussed only for varticuler proposals. 

  

' As we said in chapter 1, evalueting local economic plannine would demand 
much of the theory of welfare economics.
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There is enough, or too mich, plenning already: indeed, some urban 

  

problems are caused by too much governmental intervention. 

This argument wes examined and rejected in chapter 5. 

iv) Adjusting welfare state legislation will not solve problems which 

have structural causes. 

  

This argument was examined and rejected in chepter 5. 

v) Electors, publig opinion, etc. would not accept any more public powers 

or public planning, operated by any level of government: that is, the 

extension of local economic plenning would not be politically acceptable 

generally. 

It is difficult to know how important this argument is, because we do not 

know the Strength of public opinion. Nevertheless we can meet the 

argument, as long es it is not overwhelmingly strong, by restricting 

local economic planning within the following conditions: 

- it should be used to tackle urgent and topical problems of great oub— 

lic concern 

- extensions of local economic planning should be incremental and cautious 

- local economic planning should, initially et least, be used to tackle 

those problems on which it is likely to act most directly and effectively. 

vi) Electors, public opinion, ete. would not accept any more public 

powers or public vlanning operated by central government, because distrust 

of the concentration of powers in central government already is so great. 

This argument can be met by the following condition: 

- extensions of local econo 

  

c¢ planning should be operated by local zov- 

ernment.
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Electors, public opinion, etc. would not accept any more public 

powers or public vlenning onerated by local government, because they have 

little faith in the competence of local government, and would not accept 

any more local taxation. 

This argument can be met by the following conditions: 

- local decisions about economic measures.should be subject to central 

government checks 

- local economic measures should be cautious and incremental (so as not 

to cost much) , or 

- local econo 

  

measures should be used as cheaper alternatives to other 

measures, or 

- local economic measures should be financed by central 

    

Central government would not accent any more vowers b 

  

to or used by local government, because central government does not want 

the effects of its national policies on local areas to be weakened. 

  This argument can be met by 

  

the following conditions: 

- local decisions about economic measures should be subject to central 

government checks, in specified circumstances 

- local economic measures should not be used to jeopardise national 

policies 

- central govern: 

  

mt, when passing the necessary legislation for exten- 

sions of local economic plenning, should stipulate the controls and 

restrictions it wishes to apply to local government. 

  ix) Too little is known about the workings of local economies for res- 

ponsible and reliable local economic nlenning.
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This argument can be met by the followins conditions: 

- local economic measures should be epplied only in certain conditions, 

until economic theories are improved 

- within those certain conditions, local economic measures should be 

applied in such a way as to advance our knowledge of the relevant the- 

ories. 

x) Local areas are already subject to many types of plenning, by both 

central and local governments, and eny extension of local economic plan- 

ning would be too difficult to co-ordinate. 

This argument can be met by the following conditions: 

- local economic measures should be operated by local goverment, but 

checked by central government 

- within local government, the use of economic measures should be 

integrated with other types of planning. 

xi) The country cennot afford the cost of any further vlanmning, locel 

economic planning or otherwise: the cost is in terms of both public fin- 

ance and nationel resources. 

This argument can be met by the following conditions: 

- local economic measures should be cautious and incremental (so as not 

to cost mich, in money or resources) , or 

- local economic measures should be used es cheaper alternatives to other 

measures. 

It can be seen that the arguments against extending the practice of local 

economic nlanning would be weekened if the practice were restricted 

within certain conditions. So, if it were decided to extend the vractice 

of local economic plenning, that extension should be within those
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conditions. We now go on, therefore, to reformulate the conditions into 

  

a consistent set, an he result is a set of guidelines 

  

which should direct the practice of local economic planning.
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i Lo te} 3 is iD Fa - 2 id i 3 8 $ hn tal Guidelines for the nractice of loce 

Local economic planning should follow the guidelines set out below, 

especially during the early years of such planning when experience about 

its use was being gathered. 

    Central gove nt/lecal government relationships 

Any significant extension of local economic planning would reauire new 

legislation vassed by central government and new vrocecures leid dow by 

central government. 

     
i.   ) The new legislation should be a new public Act 1g permissive 

  

powers to all local authorities to enable them to anply certain economic 

  

  

  

measures in certain conditions. ne conditions should include the 

  

cumstances in which local decisions on economic measures would have to be 

  

submitted for approval to central government. 

The procedures accompanyine the legislation would be for that central 

checking of local decisions, and should meet the followi 

  

quirements: 

- the circumstances in which local decisions heve to be submitted for 

central checking should be clear end unambiguous 

  

- the standards against which central gove: mt tests the locel dec- 

isions should be specified and specific 

- the method of testing should be oven (so thet a local authority 

  

9 

od chance of predicting the outcome) 

  

- the central decision should be justified and reported onenly 

  

- the whole central checking procedure should be 

  

The vrocedures should cover also the method 

  

economic 

measures. The met 

  

d should denend on the meesures: in seneral, local 

  economic measures undertaken for allocation should be     enced locally 
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measures undertaken for income redistribution and economic stabilisation 

should be financed centrally. 

The necessity of obtaining central government arproval for local 

  

decisions about economic measures suggests that certain local measures 

should not be proposed, because they would not be avproved. Those would 

be local measures which jeopardise national policies. The measures which 

should not be nronosed, or which should poe ere only with great care, 

are’ 

  

- economic measures which would undesirable geo- 

  

graphical external effects 

    be inconsistent with ne 

  

- economic measures which would nal macro- 

economic policy 

= economic measures which would be inconsistent with other national 

policies 

- economic measures which would ificantly inequalities vet- 

  

ween persons and areas. 

ii) Organisation within local government 

The organisation and administration of locel economic planning within 

local government should be as follows. 

ii.i) Responsibility for local economic planning should be divided 

  

between counties and districts on the following principle: counties 

should be responsible for economic measures likely to cause important 

spillover effects, districts for other economic measures 

ii-di) Within a county or a district, responsibility for edministering 

local economic powers should be organised as follows. ‘The nowers could 

be grouped torether and exercised by a new denertment with the function
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of economic nlenning. Or the nowers could be dispersed between existing 

denartments, either function or purpose departments. Which organisation   

should be chosen should depend on the extra economic nowers created for 

local authorities and on the existing departmental structures. The powers 

should not be grouped together and exercised by a new purpose denartment. 

  

The use of economic nowers should be integrated with the use of 

other powers within a local authority, so thet local nroblems ere tackled 

will not be echieved by integrated plannii Such intesrated olannin      

just by the careful allocation to local authority denartments of resnons- 

ibility for local economic plenning: to achieve integrated plenning 

  

requires the careful organisation of the whole of a local authority's 

functions and responsibilities. 

  

iii) Working within the relevent economic theory 

The practice of local economic planning should be restricted to that 

which can be supported by the current state of theories in local economic 

planning. 

iii.i) Until the relevant economic theories are improved, local economic 

measures should not be applied in the following situations: 

- in order to achieve ends in a location different from that in which 

the measures had been applied 

- in cases where the experience and theory that were available suggested 

that the meesures applied in one location would have siznificant side- 

effects in other locations 

- if the measures were such as to cause changes in the urban economy big 

ugh tocause simificant chenges in the outside economy 

  

- solely for long term advantases (because ~redic 

reliably for more than, sav, 5 years).
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Local economic measures should be applied only with great care in the 

  

followinz sit 

- where the economy was poorly developed and intesrated 

- where there was full employment of productive capacity 

- where there were big chances in the outside economy sufficient to 

change its structural relationships with the local economy. 

dii.ii) ‘The applications of local economic measures should be such as   

would test and develop the relevant theories in local economic vlanning. 

To do that, the local economic planner should follow the advice of Popper 

(1961, ».67) and take a piecemeal approach. 

  

lmows, like Socrates, how little he lmows. 

only from our mistakes. Accordingly, he will make his wa: 

  

» step by step, 

carefully comparing the results expected with the results achieved, and 

  

always on the look-out for the unavoidable unvented' consecuences of any 

refor 

  

and he will avoid undertaking reforms of a complexity and scope 

  

which make it     mpossible for him to disenta effects, and 

to know what he is really doing." 

iv) Conditions to gain public acceptance 

In order to gain public acceptance to extending the vractice of local 

economic planning, such extensions should be avplied for the following 

purposes. 

ivei) The applications, and any new legislation necessary for such apv- 

lications, should be a response to topical and urgent urban nroblems 

  

ch are not 

  

adequately tackled by the use of other tynes of 

plennings. 

  

ty, ™ Kemes (1951) cave food advice to economists: "Economists m 
A Smith alone the zlory of the Guarto, must pluck the day, 

lets into the wind, write elwavs sub snecie temroris yy 
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veii) The applications of local economic measures should, at least 

initially, be to reduce vroblems in nolicy areas on which we heve good 

to act most directly and effectively. 

  

reason to exnect econo 

Theory leads us to expect that local economic planning would have the 

most direct effect on local employment conditions, a less direct effect 

on the local physical environment, and the least direct effect on local 

social conditions. 

iv.iii) Some of the epplications of local economic measures should be 

as en alternative to other, current, ways of pursuing the same goal, so 

that the costs of the altermative means to the same end could be compared. 

    The applications should be cautious extensio: 

  

of local econ 

  

2, so that urban policy changed incrementally, not radically.
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The implications for the nrectice of local economic planning 

If it were decided to extend the practice of local economic planning, and 

if that extension followed the muidelines laid down above, what tyne of 

practice would result? 

The implications of the guidelines are a modest extension and a careful 

growth of local economic planning. That should not dismay us, for it 

would allow a solid foundation of theory end exmerience to be built. 

éndrevs (1963,b) came to the same conclusions when he wrote, "It is not, 

    course, anticipated that small area economic planning would emer, 

  

the short run as a mature, fully conceived oneration. Practical consider- 

ations of public end industry understanding and co-operation (j.e. politi- a 

  

cal acceptability - DAY), as well as technical mov-how 

(i.e. theory - DHT) will delay the early design and implementation of 

positive) forms, of economic planning and adjustment." more positivist (i.e. 

Instead, said Andrews, we should start with, " «ee the design of prelimin- 

ary public and private programmes of action that would enable the area to 

meet (economic) change with a minimum of social and economic dislocation 

and loss." 

   We illustrate that conclusion in the next chanter describing four new 

economic powers for local authorities, new vowezs which would enable local 

economic plannins to be extended within the confines suggested by the 

guidelines above.



ty OSSIBLE EXTENSIONS OF LOCAL ECONOMIC POWERS
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The purpose of this chepter is to illustrate the conclusions of the vrev- 

  

ious chapter. That summarised the arguments in ell the preceding 

chapters, and drew the arguments together in order to formulate guide- 

lines which any extension of local economic planning should follow, if 

such an extension were though desirable. Chapter 8 argued that any sig- 

nificant extension of local economic plenning would reouire new public 

Acts of Parliament; so the guidelines which any such extension should 

  

follow contain implications for the new legislation that would be 

required. In this chapter, we illustrate those implications by desorib- 

ing four Acts of Parliament which would create extra powers for local 

economic planning within the guidelines. 

It must be emphasised that the new Acts described are suggested for 

purposes of illustration only.
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New local powers to reduce local unemployment 
  

i) The new powers 

  

We describe new economic powers which could be used by local authorities 

to reduce unemployment in their areas. Local concentrations of wunemploy- 

ment, especially in cities and varts of cities, are causing great concern 

(many expressions of which have already been reported in this report): so 

the suggestions meet the requirement that the extra local economic plan- 

ning should be a topical response. The new powers could be used to tackle 

other problems besides unemployment (examples are given below), but 

initially would be applied to just the one problem, while that remained 

serious and while the limits of the new powers were being discovered. 

There is already an ad hoc collection of powers available for tackling 

local unemployment (see chapter 10), end the new powers described are 

intended as an addition to that collection, as an extension of existing 

powers rather then their replacement by radically new measures. Radic- 

ally new powers (such as local income tax operated as other than a reven- 

ue source) have not been suggested, nor have minor adjustments to exist- 

ing powers (such es allowing the London boroughs to advertise the indus- 

trial advantages of their areas) which would be likely to have only 

marginal effects. Sq the suggestions meet the requirements that the 

extra local economic plenning should work just within the limits of our 

knowledge and experience of local economies, and should be an evolution- 

ary development of existing urban volicy. 

The new powers are? 

- to undertake comrensatory public works 

- to stockpile locally produced goods 

- to produce any good or service 

- to take equity shareholdings in local firms.
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Each new power is described under the following headines: 

- the general purpose of the legislation 

- the general content of that legislation 

- where within local authorities' structures would lie the responsibility 

for operating the legislation 

- the procedures by which central government would check local authorit- 

ies' uses of their new powers 

- the financial arrangements for operating the new powers 

ii) Employment policies and vrosrammes 

For each of the new powers we shall describe the ways in which it would 

be used, including the procedures by which central government would 

check local authorities' uses of the powers. In each case, that checking 

procedure includes the production of a new tyne of planning document, 

which does not require new legislation, only a request by central govern- 

ment. 

Central government would require local authorities to produce anual 

  

x 
Employment Policies and Programmes. 4n EPP would describe the employment 

programmes in the area, and how they had changed in the last year 

(Needham, 1977b, describes how to carry out such a study). It would then 

describe the employment programmes that had been implemented in the past 

year, what they had cost, and how successful they had been (again, see 

Needham, 1977+, for guidelines). Finally, it would state the employment 

programmes to be implemented in the next 5 years, and cost the proposals 

  

x 
EPP's: the idea is derived from the Transport Policies and Progremmes 
which counties are currently required to produce, and from the sugs- 

estion that local authorities should produce annual Housing Policies 

and Programmes - Cullingworth, see "Planning" 23rd July 1976, and 
Bridges 1975. Nor would an EPP be too dissimilar from a Community Land 

  

Bri 

Act 
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x 
for the first year. Some of the cost wovld be met by central government : 

the EPP would indicate how the cost of the programmes would be shared. 

All applications of the four new powers would, of course, be included in 

the EPP, 

Employment policies and programmes would be the responsibility of Counties: 

that is beceuse employment problems and measures to tackle them should be 

considered within lebour merket areas (see chapter 9), which ust 

  

ly 

spread beyond administrative Districts. Nevertheless, the mobility of 

workers should not be exaggerated (especially the distances which poorer 

workers can travel), so employment problems in one part of the County 

might not be eased by programmes in another vart. As a result, the EPP's 

would describe both the problems and the programmes by Districts. A 

County would be able to do that better if it produced its EEP in collabor- 

ation with the constituent Districts. 

Each County would have to decide where to place the responsibility for 

its EPP. There might be an existing committee with responsibility for 

employment, or responsibility could go to (e.g.) the Plenning Committee, 

or a new committee could be established. Arrangements would also have 

to be mede to service the new responsibility through one or more depart- 

ments. 

The EPP would be sent to central government for approval. Under the 

existing arrangements, it is difficult to know which Department of State 

should be responsible. The Devartment of Employment has responsibility 

nationally for such matters, but has no tradition of, nor machinery for, 

  

as the measures are being used for economic stabilisation - see 

chenters 5 and ll.
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dealing with local governments. The Department of the Environment hes 

the responsibility for and experience of dealing with local governments 

but it has not the exvertise on employment matters which the DE has. If 

the DOE were to take the responsibility for EPP's and acquire the necess- 

ary expertise, arrangements for co-operating with the DE would have to be 

earefully and tactfully made.
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Compensatory public works 

i) General purpose of the legislation 

A new public Act to make available government grants and loans to local 

authorities which undertake public works in order to employ some of their 

unemployed residents. 

ii) General centent of the lezislation 

- for approved schemes, the grant could vary between 50° and 100% of the 

cost, and loans would antomatically be available for the rest of the 

cost 

- schemes would only be anvroved when the unemployment rate of the local 

   residents exceeded a specified amount   

- the people employed on the approved schemes must have been resident in 

the area for the last year 

- the nationally negotiated rates for the job must be patd 

- schemes could be approved for carrying out any activity (producing 

goods or services) for which the local authority was already responsible. 

iii) Responsibility within local government 

Because people can travel quite long distances to work (thus producing 

spillover effects), the responsibility would be held by Counties not 

Districts. But Districts could implement some of the approved schemes, 

under an agency agreement. 

The EPP Committee of the County would oroduce the vroposals (after dis- 

cussions with the other committees in the County and with the Districts), 

and mopstinte the grants and loens. The schemes would be implemented by 

the committees normally responsible - e.g. extra social work by the 

Social Services Committee, environmental improvements by the Planning 

Committee.
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iv) Central covernment procedures 

Every year the County would submit to central government its EPP, which 

might contain activities undertaken mainly to reduce unemployment but for 

which loens or grants were not being sousht. If local unemployment was 

above the specified minimum, the EPP could contain also proposals and 

costings for compensatory public works for which central assistance was 

being requested. Central government would decide which of those schemes 

to aporove and how much crant to sive to the anproved schemes. (It 

would, of course, be possible for the local authority still to implement 

the proposals not approved, out naying the full cost itself ond negotiat— 

ing loans through the usuel channels.) Because locel labour conditions 

  

ean change rapidly, the central government checkin= should be quick, and 

it would be possible in exceptional circumstances for local authorities 

to submit further proposals during the year. 

v) Financial arrangements 

The cost of aporoved schemes would be shared between central and local 

governments. Central government would have two national budgets, one 

    out of which to pay local grants and the other from which local author-   

ities could borrow (st normal rates) for their costs. Approval of the 

schemes would autometically give access to that public loan fund: 

additional loen sanction would not be needed. 

Central government could then ecntrol local expenditure on anvroved 

compensatory public works according to national economic policies. (It 

is expected that local expenditure on non-approved schemes would be 

low.) 4t times of high unemployment and 2 national willinmess to snend 

money to reduce it, central government would allocate a big budget and
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local government would be sharing in that national policy. At times of 

ce the 

  

high unemployment and restraint on public expenditure (times 14 

present), centrel government would allocate a smaller budget and could 

direct it to svecial areas (e.g. inner city areas with high unemployment). 

vi) Other comments 

- local authorities can already undertake compensatory public works at 

  

their own expense, carrying out their normel fumetions to higher than 

normal standards in order to employ people otherwise unemployed (although 

they might be limited in so doing by fear of the auditor). That possib- 

y would continue 

  

- the current Job Creation Schemes, financed centrally but initiated and 

implemented locally, would be absorbed into this prosramme 

  

- compensatory public w s have in the past usually been large construct— 

ion projects (e., the Mersey Tunnel). Such projects, however, often 

take many years to start, and nowadays employ a few skilled men and much 

expensive machinery. The response would be quicker and would employ more 

people if the works were to provide services (e.g. clerical, maintenance, 

cleanings, supervising) rather then new constructions. Improving old 

housing would be particularly suitable: it is useful, lebour-intensive, 

and the workers could be taught building skills 

- although the main aim of comoensatory public works would be to reduce 

unemployment, the local authority could use them for other purposes by 

earefully choosing the extra work to be done (such as improving housing).
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Stockpiling locally produced goods 

i) General purnose of the legislation 

4 new public Act to enable local authorities to buy, stockpile, and resell 

goods produced within their areas. 

ii) General content of the legislation 

=~ the power could be used only when demand for the products of a firm had 

declined so much as to endanger simnificantly employment in that fim 

- the power could be used only when the demand was expected to increase 

again within a specified period, so that the goods could be resold 

  

- the vower could be used to buy only those products of which @ large and 

  

specified proportion of the value-added had been contritmted by the 

workers in e local factory ; 

- there must be a justifiable expectation that the revenue from reselling 

would cover the purchase and handling costs (out not the interest on those 

costs) 

- the full cost of the interest on the costs would be paid by central 

government. 

iii) Responsibility within local government 

The responsibility would be held by Counties, because a factory thus 

kept open might employ people from more than one District and because the 

expertise required would be beyond most Districts. Districts could, 

however, take deserving cases to the notice of the Counties. 

Within a County, the responsibility should be handled jointly by the 

EPP Committee end the Finance Committee. Industrial and banking advice 

  

must be available about the future demend for the products.
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iv) Central government procedures 

  Provosels to spend less than a svecified amount stoc! 

  

of one firm could be made without central approval, as long as the local 

authority was within its budget allocation (see below). Other proposals 

would require central approval. 411 proposals would be contained within 

the annual BPP's, but because local decisions on stockpiling might have 

to be made quickly, ad hoe proposals requiring approval could be made to 

central government throughout the year. 

Central government would want to take independent commercial advice 

before giving approval. 4n anproval would automatically commit central 

government to paying the interest charces. 

v) Financial arrangements 

Central government would allow each local authority to borrow up to a 

maximum sum to finance stockpiling. That money could be borrowed, pub- 

licly or privately, without having to obtain loan sanction, but no local 

authority could heve a greater value ‘of goods stockpiled than its 

allocation. All interest charges would be paid by central sovernment 

(as part of its counter-cyclical policy). 

vi) Other comments 

- this scheme would be an extension of the current central government 

scheme to finance the stockpilins of steel against expected future 

  

demand when the economy expands again 

= local government could use this scheme for vurnoses additional to 

saving jobs. It could enter into informal planning agreements (see 

appendix 5 to chanter 8) with the f 

  

ns thus helred, whereby the firms 

5 :greed to a social contribution (i.e. making environnental imorovements, 

trainin more workers) when their fortunes recovered and the stockpiled 

goods were resold.
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    fzo0d_or servic 

i) General purpose of the legislation 

A new public Act to allow local authorities to produce within their areas 

any good or service under certain conditions. 

ii) General content of the legislation 

- the power could be used only when the absence locally of a satisfact- 

ory good or service was causing the decline or hindering the growth of 

local firms, public or private 

- the power could not be used to produce goods or services already prod- 

uced by statutory undertakers or nationelised industries 

- production mist be by organisations with accounts separate from those 

of the local authority, and those accounts must be audited normally 

  

- the croduction must receive no subsidies, overt or covert, other than 

those available to private firms 

- a local authority must not try to prevent a private vroducer from 

setting up in Peedi Mot with its municipal production 

- any substantial complaint against the municipal producer would be 

investigated independently. 

iii) Responsibility within local government 

Most goods and services can be transported short distances, so it would 

be undesirable to have adjacent Districts competing against each other 

with their municipal firms. So the responsibility would be with Counties, 

However, Districts would be able to suggest municipal enterprises to the 

Counties, and to run them as agents. 

Fronosals for municipal firms would be made by a County's EPP Committee, 

but the firms would be run by autonomous boards with majorities of the 

County Councils' nominees.
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ss a 7 
iv) Central government procedures 

Proposals for municipal firms would have to be included in EPP's, Central 

  

vermment would then set up a small local enouiry into each vronosal 

in order to invest 

  

ate the need locally for the good or service. If the 

need was established, central government would grant permission for the 

  

firm, set its terms of reference, and give loan sanction for a specified 

sum. i = 

Substantial complaints against the municipal firm would be investisated 

  

andependently, and serious breaches of the reculetions or ser   ms fail- 

  

es to provide a satisfactory service would be renorted to centrel gov- 

  

ernment, which could then take away the permission to operate the firm. 

v) Financial arrengenents 

Central government vermission to operate a municipal firm would automat- 

ically grant loen sanction to borrow up to a specified sum to establish 

the firm. The loan would have to be arranged through the usual channels. 

The firm would have to be self-supportin 

  

vi) Other comments 

- at present, local authorities can only supply goods and services when 

that is incidental to performing their statutory fimctions. The power 

proposed here would lift that restraint 

  

  

- most goods can be transported easily and cheaply over lerse distances. 

It is unlikely, therefore, that a good would be unobtainable locally. So 

we would expect this power to be used mainly to nrovide services, which 

cannot be transrorted - e. hote 
  services, performing certain industrial 

  

processes, selling professional advice to industrialists, providine a 

conference or exhibition centre, providing comoutines faci 
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= the West Midlands Comty Council Bill 1975 sought a similar power to 

  be able to produce any good or service, but did not specify any conditions 

under which the nower would be used so as to guard against abuses 

- this power would be used mainly for the general economic development of 

an area, but it could if applied skillfully be used to influence the ind- 

ustrial structure of the area, with effects on its social es well as 

economic character 

- note that we are not susgesting that a local authority would be able to 

establish 2a local monovoly in the production of = good or service. G11, 

in the last chanter of his "Principles", distinguishes between authorat- 

ive and unavthorative government intervention, giving as an example a 

government manufactory with an enforced monopoly and the same manufactory 

working alongside nrivate factories. He points out that the former needs 

more thorough justification than the latter.)
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Taking eonity shereholdinss in locel firms 

i) General purpose of the legislation 

A new publie Act to allow local authorities to acquire voluntarily equity 

shares in firms within their areas. 

ii) General content of the legislation 

- the powers could be used to provide equity finance to any limited lisb- 

ility comeany both registered and operating in the local area 

- up to 55;¢ of the total equity finence of the company could be owned by 

the locel authority 

- the local authority would exercise the normal richts of a shareholder. 

Also, it would under agreed conditions be entitled to one director if it 

owned more then 10: of the ordinary shares 

- the power could be used only after a favourable report by an independent 

commercial assessor. 

133) Resnonsibility within local government 

The power could be used by both Counties and Districts. Central govern- 

ment approval would be needed before both a County and one of its 

Districts acquired shares in the same company (thet would be necessary to 

reduce the possibility of County/District conflicts on the Board). 

The Finence Committee would exercise the voting rights and the Council 

would nominate any directors to which it was entitled. If such res- 

ponsibilities crew, the Council could set un a Board to recommend equity 

purchases, to exercise the voting rights, and to nominate directors. 

iv) Central government vrocedures 

4 local authority could provide equity finance only after an inderendent 

assessment of the commercial viability of the comnany. ‘That renort
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must be sent to central government. Only if the revort wes unfevourable 

could central government forbid the local euthority shereholding. Fut 

the operation of this vower by local authorities must be included in 

  

their EPP's. 

v) Financial arrengements 

Local authorities would have to provide all the finance. They could 

borrow through the normal channels to do s0, but might find it difficult 

to get loen sanction. Alternatively, local authorities could use 

of 

  

their suveramnuation funds for this purnose (see the South York 

CC example in appendix B to chapter 2): nationally, that would rrovide a 

huge sum annually for such local authority shareholding. (The 1961 

Trustees Investment Act allows local authorities to invest up to half of 

their superannuation funds in equities, but only in publicly avoted comp- 

anies with at least £1M issued paid up capital. That restriction would 

limit the help that could be given to smaller firms. South Yorxshire CC 

obtained special permission - the 1974 Superannvation Reculations (South 

Yorkshire) - to enable it to invest in unquoted securities.) 

vi) Other comments 

- this subject is being carefully investigated by Minns ard Thornley   

(1976). They point out that central government interprets section III 

of the 1972 Local Government Act as allowing local autho 

  

‘ies to 

acquire shares in land development companies, but not in other types of 

company. 4nd they give examples of how several local authorities have 

overcome the obstacles in ad hoc ways in order to take shares more widely 

- local euthorities can at present give loens to firms for constructing 

buildings on land sold or let by them, snd several local authorities have 

private Act powers to give loans to firms more widely (see appendix D to
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chapter &), If local euthorities were to supply not the loan canitel but 

the equity capital, they would have more direct end continuous influence 

  

- this power would be used to save from collapse or takeover vieble f 

which could not raise sufficient equity capital quickly, to help new 
  

firms to become established, and to help existing firms to grow. 

Initially, the main purpose might be to provide employment, but later the 

  

firms could be influenced to provide other public benefits (e.s. the 

edevelopment of parts of cities, the provision of services to 

  

other local firms, retaining control of the firm in local hands) 

- the Tyne and Wear County Council Bill, 1975 asked for powers "to 

acauire shares, or any other security of a like nature ... to enable a 

local authority to assist industry or commerce ... provided that the 

  

local authority shall not acquire sheres or securi es under this sect- 

ion without the consent of that body corporate". That section was del- 

eted in the Committee stare in the House of Lords (Borers, 1976).
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Chapter 13 

POLICY ALTERNATIVES
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Intreducti 

  

s chanter is to anply the i       The purpose of eas developed in the report 

to the three main problem ereas in towms - jobs, housing, and transvort. 

The application is in the following way. 

We assume that the argument of this thesis has been accepted, with the 

result that the desirability and practicability of extending the practi 

  

of local economic planning have been carefully investigated by politici 

  

e further that that investization has led to 

  

and polic: 

  

severel extra local economic powers end planning vrocedures being created, 

to be used within the suidelines suggested by chapter 12.     e main gr 

lines are: the changes in both powers and nractice to be marginal and 

evolutionery; the new powers to be operated by local government but with 

   
central government checks; the powers to be operated with local 

government on corporate planning lines and integrated with other local 

government powers; the new powers to be used within the current limits 

of political accevtability and theoretical knowledre: the new powers to 

be used to tackle the most urgent urban problems. 

  

If those assumptions came true, what alternative policies could be 

applied to tackle the urban problems of employment, housing, and trans-   

port? We answer that question by painting a scenerio of policy-ma’ 

  

local government in the near future - sav, 5 to 10 years away. 

scenario enables us to see how the ideas developed in this revort could 

be avplied to produce different and more varied urban policies. 

  

It would be nossible to peer further into the future, in order to ime 

what wider ranre of policy alternatives would be feasible if the first 

§ to 10 years of local economic planning vroved to be successful. For it
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is probable thet suecess would be accomp; 

  

ied by better theory, greater 

political acceptability, and new organisations. If so, the evolutionary 

chances in policy-making would continue, until new volicies were bei: 

  

implemented which were radically different from today's urban policies. 

We could then imagine city governments producing comprehensive local 

economic plans, operating discriminatory investment policies more widely, 

pursuing policies by changing relative prices, wielding mich greater 

powers to alter income distributions, levying local taxes, and so on. We 

could even imagine city governments trying, by radical institutional 

changes, to alter basic economic relationships and thus to redirect power- 

-ful economic forces so that they pushed society along different, and 

preferable, paths. 

  

However, we shall not allow ourselves the vleasure of painting such a 

distent scenario, for it could be no more than a curiosity. Urban 

policy so far ahead will depend on the new politics in the new society, 

and the art of forecasting does not allow us yet to foresee such politi- 

cal and social changes even in the near future. So we shall focus our 

erystal ball on the next 5 or 10 years, make our cautious assumptions 

about volitical and social changes by then being consistent with this 

  report, and eavesdrop on an afternoon of urban policy-making.
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    Council 

  

ne ourselves some years in the future, sitting in the     

office of the Chief Executive of 2 Conurbation County Council (similar 

to the 1974 Metropolitan County Council, but with much wider boumdar- 

ies). He has called three meetings for this afternoon, the first to 

review the Council's policy on employment, the second to review policy 

on housings, the third to review policy on transport. We shall join the 

Chief, (a man, despite the rapid progress towards equality made by women) 

for all of those meetings. 

But first, let us look at the list of attenders, for there have been some 

    

  

sanges in organisational structure in the last few years. I 

  

particular, 

there is now a small Economic Planning Group, within the County 

Treasurer's Department. This was created after several recent public 

Acts gave more economic powers to local authorities, an important 

change which resulted from two political campaigns in which our Chief 

Executive played a discreet but bpeneee part. Cne campaign was for 

more independence by larger local authorities in England, in the wake 

of the significant devolution of nowers to Scotland and Wales. The other 

campaign was for a wider range of powers for local authorities, as the 

country grappled with persistently high unemployment and urban deprivat- 

ion throughout the second half of the 1970's. 

In our Conurbation County Council, those new powers have been grouped 

with several existing economic powers (including powers over new industrial   

land and buildings previously wielded by the Estates Department) and 

of 

  

made the resnonsibilit, the Economic Plenning Group. The Chief   

Executive sees that sroup as heving a "function" rather then a "purrose", 

the function being to use its economic powers and to advise other
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ay ne 

  

vich have economic powers, for whatever purposes 

    Council choo: To that end, the Croup has been staffed with applied 2 F P 

  

economists, specialists in applying planning tools. The 

Executive saw the Economic Plenning Group in that way by analosy with 

the recently reformed Town Planning Department: now that local authorite 

ies are no longer obliged to produce Structure Plans, except to provide 

the briefest of contexts for local Plans, the Towm Planning Department 

is used as a collection of specialists in applying physical planning 

tever purposes the Council chooses. 

  

the Zach of the three afternoon meetings will te attended by representatives 

from those two "function" groups - economic planning end tom planning - 

  

for those groups contain specialists who cen help to tackle each of the 

three problem areas of employment, housing, end transport. Other groups 

within the local authority will be represented too. ‘The Education 

Department will be there, a major "purpose" department, to see how its 

educational purpose can contribute to the purpose of alleviating 

unemployment. The Housing Department will be there too, another "purpose" 

department, which can contritute to alleviating not only housing problems 

but also (indirectly) employment and transport problems. ‘The Transport 

Department will be present, in a dual role: as a “purpose” department, 

it is at the centre of the transport problem area; as a "function" 

department, the services it provides can contrilite to reducing 

employment and housing problems. Also present will be the Land Depart- 

ment, which has the function of controlling the supply of land onto the 

market, lend for public use and for private use. 

  The difficulties of getting all those departments and groups work 

  

ng 
together, thinks the Chief Executive, have not been completely resolved.
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It was not too hard convincing the "function" groups to see themselves 

as footloose specialists, contributing to one problem area after 

another: indeed, it rather flattered those groups to think of themselves 

as consultants. The “purpose” groups have been more difficult to per- 

suade: there is still a tendency for the Education Department to want to 

get on with teaching, the Housing Department with providing housing, the 

Transport Department with providing roads and bus services. We shall 

see, thinks our Chief Executive, if I can persuade all these people to 

co-operate in some "integrated plenning". And he prepares for the first 

meeting.
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Employnen: S 

Employment policy has been made the responsibility of the Economic 

Planning Group, partly because there was no existing Department in which 

it fitted neatly, and partly because meny of the new economic powers 

were given for the purpose of tackling employment problem 

  

spokesman for that Group who is invited to open the business. The bus- 

  

iness is to start the annual cycle of preparing the Employment Policies 

and Programmes document, for submission to central government: this is 

the fifth EPP to be prepared, so the County Council has experiences of 

success and failure to build upon. 

"Last year," begins the spokesman for the Economic Planning Group” ,"we 

identified three types of employment problem within the County. We 

shall take each of them in turn, reviewing the measures we took to combat 

each type of problem, deciding whether that problem remains and if so 

what measures to take next year, and then considering what to do about a 

new problem which we have identified. 

i) The level of unemployment 

This has been unacceptably high for several years now, relatively to 

other parts of the country and absolutely in terms of peoples! frust- 

rations and disappointments. last year we continued our campaign, with 

the other Counties, to be allowed to offer grants to local industries 

and finally Whitehall has decided. The decision is No! Whitehall will 

not allow local authorities to compete against each other for mobile 

industry by finsncial means, especially while central government is 

continuing its national policy for industrial location. So let us 

review the other measures we took.
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The provision of industriel lend, premises, end mortgages continues. 

We are allowed to offer these at market rates to incoming firms, end 

there was a small but welcome inflow of new employment. We are allowed 

to offer those provisions at cut rates to existing firms, and the res- 

ponse has been great. In particular, it has been possible to go ahead 

with several transport and housing schemes without losing any employ- 

ment because of the demolition of old industrial premises. I propose 

that we ask, in the next EPP, for approval to allocate the same sum to 

that programme next year. 

The other main measure that we took was to offer council tenancies (with 

the co-operation of the Housing Department) to key workers of incoming 

firms. Only three tenancies have been taken in the last year. It 

appears that a general shortage of housing is not preventing new firms 

from coming here. I propose that we do not ask the Housing Department 

to continue to offer that allocetion. 

I am glad to report that unemployment is dropping, mainly because of a2 

general upturn in the national economy, but partly no doubt because of 

our own efforts over the last few years (500 jobs in premises erected by 

us or on our land). I propose that we continue our Programme of provid- 

ing those premises, and suggest that no other prosremmes to alleviate 

general unemployment are needed. 

However, two particular problems of unemployment remain: unemployment 

is still high among unskilled male workers, end general wmemployment is 

high in District X. The former problem I would 1ix 

  

to discuss later, 

tut the latter can conveniently be raised here. Our studies indicate 

that the expected revival in the economy will soon provide jobs which 

could be tay 

  

mn by all but the unskilled unemployed in District %: but
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also that skilled workers in that District will have difficulty trevell- 

ing to take the new jobs in the areas where we expect those jobs to grow. 

We could try to divert some new jobs to District X, but the cost of 

making that area an attractive industrial location would be high. After 

discussions with the Transport Department, we have decided that it would 

be cheaper to provide two new bus routes, providing commuter services out 

of District X at subsidised fares.* We shall try to get the cost met out 

my
 

ty
 

of the EPP rather than the TPP. 

ii) The shortage of skilled office workers 

Three years ago we identified thie shortaze as one of the main reasons 

why we had so many office blocks standing empty. You might remember 

  

that we decided to do nothing about it, predicting thst the new training 

  

courses in the adjacent county would pro e the extra office workers 

needed here: but we failed to predict the new offices that were built 

there soon after, taking the workers finishing those courses. You will 

remember that this Council, with the full co-operation of the Training 

Services Agency,then decided to expand its training courses in commerc- 

ial subjects: six months ago, the first people finished those courses. 

I can report that all have found jobs locally, and that estate agents 

report new interest in renting office space. It is proposed to continue 

the training courses. The TSA is paying for them, so we need include no 

cost in the EPP, 

The success of the courses has been such that a recently completed study 

predicts a shortage of suitable housing if all the vacant office snace 

is taken. Predictions of housing demand are notoriously unreliable, so 

  

we cannot yet recommend that any action be taken. Nevertheless, we are 

keeping in close contact with the Housing and Land Departments about
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possible housing shortages. 

iii) Low female ectivity rates 

We first reported this problem last year. We had suspected such concealed 

unemployment among women after a standard analysis of Census date, and 

some small surveys confirmed our suspicions. Last year we decided to try 

to alleviate the low activity rates of married women by opening several 

day nurseries, on the assumption that the oneal were unable to work 

because of their family responsibilities. I cen now report, using 

information from the Social Services Department, that those nurseries 

have been extremely popular - but have done nothing to reduce the employ- 

ment problem. Only one or two of the mothers using the nurseries have 

been able to find jobs. It appears that the cause of the low female 

activity retes is that there is a low demend for unskilled and semi- 

skilled female manual labour. I recommend that we no longer fund the 

nurseries through the EPP: the Social Services Department might like to 

take over responsibility for them. 

We heve made further studies which suggest that few of the women thus 

unemployed will be able to benefit from the tr: 

  

ing courses in commerc- 

ial subjects, and other predictions of the local effects of the general 

increase in labour demand suggest that there will be little increase 

in demsnd for manuel female labour. We need a fresh attack on this 

problen. 

We have recently finished discussing with a few local firms the possib- 

ility of planning agreements, whereby they employ more local manual 

female labour if we transfer to those firms some of the Council's orders 

currently being filled by outside firms. We have in mind orders for 

laundering end for packaged foods. Such planning agreements might not
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be approved by Whitehall: nevertheless, I propose that we include them 

in the EPP, hovefully. 

iv) Unemployment of unskilled male workers. 

The three problems just discussed were in last year's EPP alsot this 

fourth problem wes not. The reason is that it was masked by the high 

rate of general unemployment, which is now receding to reveal this 

residual problen. 

The unemployment of local unskilled male workers is causing us great 

concern, and we see no way in which private industry will help. Our 

prediction of the effects of the expected increase in local production 

  is that the increased labour demand will be for skilled workers only 

and our experience of the last few years is that few of the unskilled 

employed can be successfully trained for skilled work. Our conclusion is 

that the only solution is for the County to undertake special public 

works. 

There are always many desirable environmental improvements which unskilled 

workers, properly supervised, can work on. Indeed, we have checked with 

the Housing and Transport Departments, both of which have meny such 

schemes especially prepared, waiting for just such an opportunity. There 

is no shortage of jobs. And there will be no shortage of money if 

Whitehall will give us the full 95% grant. So I propose thet we include 

those schemes in the next EPP, How much money wé. vill be given depends 

on whether our need is recognised end on what claims are made by other 

Counties. We should meke our own claim confidently." 

The member of the Economic Plenning Group finishes his review of lest 

year's EPP and his recommendations for next year's. A full discussion 

follows: it is necessary to prepare carefully the report for the
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Employment Sub-Committee.
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Housing problems 

The representative from the Housing Department is less at 

  

this procedure of annual policy reviews and integrated plenning. ‘The 

formative years of his professional life taught him all about building 

and letting council dwellings, and managing and intervreting heusing 

lists: with some difficulty he widened his responsibility to cover all 

types of housing: end now he is having to learn how to use new types of 

ildering freedom to use financial ince:      powers, including a h ives. 

(Actually he, working for the Country, does not now wield those rowers. 

  

Housing is a District responsibility; but District policies have to te 

  

co-ordinated through the County.     
trying to speak for all the Districts.) 

The recently introduced Housing Policies and Programmes (HPP's) have 

    
given wider powers to influence housing: the finance of local authority 

housing is much freer of central control, en? the finance of private 

housing can now be influenced locally. The Housing Department tekes 2 

lot of advice from the Economic Planning Group on how to use the powers; 

for HPP's are not approved centrally unless they are carefully justified. 

With those wider powers and responsibilities, the Mousing Department can 

now take a wider view of housing problems and policies. These it now 

groups into three: the allocation of households to existing dwellings; 

the maintenance of existing dwellings; the provision of new dwellings. 

And now the housing representative starts to speak on those three housing 

areas, in that order. The order is important. 

"Cur purpose this afternoon is to prepare a draft of the next EPP to a 

    

to the forthcoming meeting of the Housing Committee. in our lest
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few HPP's, I shall start by talking about allocation. 

i) The allocation of households to dwellings 

When we started our annual housing surveys three years ago I could not 

have believed thet they would have been so useful. For they have shown 

us how many of our apparent housing problems ere caused by a poor 

distribution of households among dwellings - small housebolds in big 

dwellings and vice versa, people in one part of the County wanting to 

nove to another part, renters wanting to buy and vice versa. If we could 

improve that allocation (and soon I shall make suggestions for doing 

that) the need for new dwellings would be less, and the types of dwelling 

needed would be different. We have calculated the saving to the Council 

of such a reduced building programme, and found that the sum would support 

a big Council programme of re-allocating dwellings. The programme we 

propose is as follows. 

First, we want to enter the estate agency and conveyancing businesses. 

Our neighbouring county pioneered that enterprise two years ago, over- 

coming the legal obstacles, and the county reports growing success. It 

would be sensible for us to join that County's scheme, which is quite 

acceptable subject to the finencial arrangements. The biggest cost would 

be in establishing the extension of the existing scheme: running costs 

should be covered by fees. We propose a suitable allocation in the HPP. 

The main purpose of that proposal is to aid the movement of owner- 

eceupiers by making such movement easier, quicker and cheaper. If the 

first year is a success, we shall be proposing a further extension next 

year - to include council dwell » so as to facilitate "swaps" between 

  

council tenants.
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Second, we want to give incentives to council tenants, who are occupying 

certain types of dwellings in short supply, to vacate those dwellings. 

We have identified the types of dwellings by location and type. If one 

of those tenants will move to another type of council avelling we would 

like to reduce the rent by 25)’. And if one of those tenants vents to 

buy we would like to offer 957 mortgages. We heve estimated the cost of 

  

operating that scheme for the first year, and propose that it be included 

in the HPP, 

Third, we want to give incentives to omer occupiers, living in dwellings 

which the Council could use, to sell those houses to the Council. We 

have identified the types of dwellings which would be of greatest use to 

us. We would like to establish a fund to enable us to buy those dwellings, 

and we would like to be able to offer the owners council tenencies at 

reduced rents, should they want them. Again, we pronose thet the scheme 

be included in the HPP. 

Finally, it would be appropriate to mention here that the scheme which 

the Council introduced two years ego for a more 

  

merel purpose - site 

value rating to achieve better land use - has started to have a signifi- 

cant effect on the allocation of housing land and hence, indirectly, on 

housing. The first effects have been an increase in applications to 

redevelop houses on big sites with housing at higher densities. ‘The 

general policy, worked out by the Housing and Town Planning Committees 

is to allow such applications. 

ii) he maintenence of dwellings 

That set of programmes for re-allocating dwellings is new: but the 

programmes for improving the maintenence of dwellings are severel years
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old, so we can review their prosress. 

Two years ago, the Council stopped its previous practice of increasing 

the rateable values of domestic heraditaments which had been improved 

(by the addition of garages, central heating, etc.) as long as the 

improvements did not increase the floor area of the house by more then 

one third. The aim was to remove a small disincentive to omer 

occupiers improving their houses. A recent survey has not been able to 

establish that this programme has increased significantly the rate of 

improvements: but as the programme costs very little in lost rates and 

saves a little on administration, we propose that it be continued. 

It was two years ago also thet we introduced the "dual-lease” scheme for 

improving the standards of interior maintenance of council dwellings. 

Council tenants cen choose whether to pay the normal rent and have the 

Council responsible for interior maintenance, or to pay a reduced rent 

and themselves to be responsible for interior maintenance: in the latter 

ease, the Council is entitled to make half yearly inspections, on the 

results of which it can revoke the reduced leese and impose the normal 

lease. 

In the first year of its operation, the scheme had little effect. So 

we decided to increase the rent differential, and offer to tenants taking 

the reduced lease sreater security of tenure (subject élways to satis- 

factory maintenance of their dwellings). I can now report a bi 

up of the reduced leases. Cur ow maintenance costs have decreased 

significantly, our inspectors report that standards of interior mainten- 

ence are in most cases better, and some tenants ere asking to be 

responsible for exterior maintenance also.



We propose continuing the scheme in its present form in the next year, 

   5 its scope to and we shall study carefully the possibilities of exten 

  

exterior mai 

iii) The provision of new dwellings. 

I have left this problem area to the end, because building new dwellings 

has a very small effect on the total supply of housing. Moreover, if 

our programme of re-allocating existing dwellings is successful, the need 

for new dwellings will be different. The results of that programme will 

not be known for a year or so! but any building we start now will still 

produce desired dwellings, so by proposing new building now we sre not 

  

anticipating the results of the re-allocation so! 

We shall consider the provision of new dwellings in three parts. The 

first is building for owmer-occupation by private builders. We do not 

expect any problems to arise there. Under the modified Community Land 

Act we have acquired a land bank, end we propose releasing land to the 

builders at the same rate as last year. 

Second, we must consider the provision of houses for people who want to 

buy but can hardly afford to do so. We propose the following scheme. 

Tn District x is good, attractive housing lend which we bought many 

years ago. Our scheme is to build simple houses on it, and to sell them 

leasehold at a price which covers the cost of construction and the histor- 

ic cost of the land: when a tenant wanted to sell, he would heve to sell 

  

  back to the Council. In that way, we could provide housing about 256 

cheaper than a private builder could. And the only cost to us would be 

the opportunity cost of not realising the market value of the lend. 

Thet is a cost which need not be entered into the HPP. Preliminary 

discussions with a building society have produced the offer of mortgages
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on those houses. 

Now, you will remember that the Employment Review said that jobs are 

scarce in District X. So our scheme is conditional on the employment 

proposal that transport be improved to and from District X. We have, 

of course, discussed that fully with the Economic Planning Group and the 

Trensport Department. Assuming that the trensport is improved, we rec- 

ommend that our housebuilding scheme be adopted. 

The third part of our progremme for providing new dwellings is for 

people who cannot afford to buy at all. Some council housing to rent is 

in the pipeline, resulting from decisions made in the last two HPP's: 

this year, we would like to try an experimental self-build scheme. A 

group of 20 families hes approached us for lend on which they could build 

2 low-rise block of flats. Our proposal is this. We have some suitable 

lend, and we give the group a free building lease, followed by a free 

lease to occupy the land for 99 years. We also give the group a grant, 

equal to the capitalised value of the subsidy we would have paid heve we 

housed those 20 families for 10 yeers. A tilding Society will give a 

mortgage for the rest of the cost, if the Council will guarantee the 

mortgage. If the group does some of the building work itself, the 

resulting mortgare payments will be within its means. Legelly the group 

will act like a Housing Society. We recommend that the scheme be 

included in the forthcoming HPP, and hope that Whitehall will approve it." 

Those proposals for the next HPP are discussed, while the spokesmen from 

  

tment prepares for his tum.
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eansnort Problems   

  

The Transport Department t annuel review in its stride: it has been 

preparing TPP's annually since 1975. So its representative starts with- 

  

out any hesitation. 

“Last year we identified two main problem areas, which have remained 

with us. First we shall talk about the traffic congestion in the central 

area, second about the mobility of those without cars; and we shall see 

how the . two problems are related. 

Y ; : é 
i) Treffie conzestion in the central area. 

  The problem has been familiar to us for many years row: too many people 

travelling to work by car, too few by public transport. For the last 

few years, we have been trying to attract people out of their cars and 

into the buses, by subsidising bus fares, The ennual subsidy is now 

enormous, and Whitehall has told us it will not approve such a big 

subsidy in the next TPP; moreover the subsidy has not been very effect- 

ive in reducing congestion. Two years ago, you will remember, we tried 

an additione] method - levying a heavy local sales tax on petrol. That 

was disastrous. We predicted that most people would not travel out of 

the County to buy petrol, but most people did: a third of our petrol 

stations closed, and congestion was unaffected. 

Other counties have tackled the problem of central congestion by 

encouraging the decentralisation of workplaces. And often those efforts 

have been successful: but the side-effects have been demaging. For pub- 

lic transport has not been able efficiently to serve dispersed workplaces, 

so the mobility of those without cars has been further reduced. Another
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way of tackling the congestion would have been by roaed=pricing: but 

  

recently the precedent has been established thet Whitehall will not 

allow road-pricing in TPP's, 

So we have a new proposal - to stagger working hours. Our economists 

have tried to predict the effect on industrial costs of an imposed stagg- 

ering of working hours: but the prediction wes too difficult. So the 

Council sent two economists to the Continent to study the effects there 

   of staggered hours. Cur conclusion is that most ustries (includi & 

offices) can work between 05.00 hours and 20.CO hours with few extra 

costs, but that a shock is required to persuade them to stagger their 

hours. We propose such # shock. 

  

Cur prorosal is that charges to commerce and i: Gustry for ges, electricity, 

and water, be increased greatly between 09.00 hours and 17.00 hours, and 

be abolished outside those hours. Discussions with the statutory under- 

takers have concluded that, on reasonable assumptions, the income of 

those suppliers would te unchanged. Fut the charges can be altered 

easily end cheeply, so the differential could te a 

  so as to achieve the desi     d effects. The two-part tariffs 

  

aposed on all firms, manufacturing end service, public and privates 

they should be imposed even outside the congested @ress, so as not to 

encourage decentrelisation, 

osal is to make traffic flows more even 

' he desired effect of that p 

  

throughout the day. That should mea}    public transnort more 

  

cient, 

ter speeds and more even loading. And the proposal should,     make the central area more attractive, thus encouraging 

travel patterns convenient for publie transport.
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ii) The mobility of those without cars 

4gain the problem is not new. Feople without cars rely on public 

ot rensport, but publie transport worsens as more people use ca: 

  

labour costs rise relatively to other costs, end as activities disperse 

and decentrelise. Let us review some of the measures we took in our 

last TPP. 

The subsidy on bus fares was increased ag y 

  

in last year, and we calculated 

that, if the subsidy were abolished, 30/, fewer trips would be made, two- 

thirds of them by people with no cars. And of the other 7(/> of trips, 

three quarters of them would be by people without cars, and thus those 

people vould lose the benefit of the subsidy. So the subsidy is sub- 

stantially increesing the mobility of those without cars. We propose to 

include the subsidy in next year's TPP but, as you have heard, it will 

have to be less. 

last year we included a new measure - free bus passes for the old age 

pensioners and for children below 16. That has been s huge success. In 

particular, bus trips by such people have increased by 3C). And bus 

revenue has increased, by the sum which the Social Services Department 

pays for each free pass, without any significant increase in bus costs. 

The Transport end Social Services Departments together propose that free 

bus passes continue. The measure should be included in the next TPP, 

although the cost is not paid from that budget. 

We have predicted thet those without cars should benefit from the meesure 

described earlier, to stagger working hours. For that measure should 

produce a more even use of buses, thus allowing better bus services to 

be run. Fut our predictions of the benefit to the cer-less are necessarily 

tentative.



  

We would like to include, in the next TPP, one new measure to ease the 

transport problems of those without cars. It has been developed jointly 

with the Land end Town Planning Departments, in an attempt to reduce 

further dispersal of activities. The proposel is to refuse planning 

activities for major developments more than half a mile from a public 

transport route, new or proposed. There is another measure which should 

eccompany that, in order to avoid the bed pidesetfecte thet, we predict, 

would result: for lend prices would be likely to rise around public 

se thet the modified Comm   transport routes. So 

  

nity Land Act 

be used to ensure that the desired developments would not be prevented or 

distorted by the increased lend prices. 

os in fore- 

  

Those two joint measures would cost us little, except perh 

going higher prices for some land leases. Nevertheless, the measures 

should be included in the TPP, in order to gain central government co- 

operation over the planning eppeals that would undoubtedly follow. 

4nd that, Mr. Chairman, outlines and explains the contents of the TFP 

that we would like to put before the next meeting of the Transport 

Committee." 

4fter the third lot of discussion has ended, and all the attenders have 

left, the Chief Executive thinks back over the afternoon. It has been, 

  

he considers, sat 

  

actorye king seems to be improving. 

His city, even, seems to be improving. Perhaps all his hard work has 

been worthwhile.
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