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Introduction

Just prior to the Seoul Olympics the British writer Simon Winchester published a book about Korea. The book records a journey he made by foot from Jeju Island to Panmunjeom. Winchester retraced the route taken by the shipwrecked Dutch sailors in the 17th century, an episode famously chronicled by Hendrick Hamel, the first westerner to write about Korea. Oddly, yet appropriately as it turns out, Winchester begins his tale in Newcastle upon Tyne in the north of England. Although not a native of the city, Winchester was a journalist in Newcastle during the 1960s and 1970s. He describes how the city and surrounding region had been a focus of the industrial revolution in the 19th century, growing rapidly around the industries of coal mining, iron and steel-making, shipbuilding and heavy engineering. But by the time Winchester knew the city these industries were already in decline. He describes how the people of the region were engaged in a long struggle to address this decline, which many found inexplicable. It was a visit to Korea some years later, more specifically to Hyundai’s Ulsan shipyard that provided Winchester with his explanation. There he found the birth of a modern and productive industry that, in part, accounted for the decline he had witnessed in Newcastle (Winchester, 2004).

This story serves two purposes for my discussion. First, it demonstrates that the United Kingdom (UK) has long experience in dealing with regional problems. Historically, the purpose of regional policy in the UK has been to deal with the problems of regions in relative industrial decline, rather than accelerate the industrialisation of regions. Second, it demonstrates that today the fortunes of regions increasingly are tied to developments in the global economy. It is in this context that I shall discuss the governance of regional policy in the UK. 

The paper begins by giving a very brief history of the ‘regional question’ in the UK and describes the character of regional inequalities in the UK. The governance of regional policy has evolved over 50 years, but has undergone significant changes since 1997 and the paper focuses mainly on describing and analysing these recent developments. The paper briefly describes the ‘new regional policy’ adopted since 1997 and the uneven process of devolution that has occurred alongside it. The paper will then focus, in particular, on the governance of regional policy in the English regions and London, before drawing some conclusions and lessons. 

The regional question in the UK: a brief history

Two important features of the political and economic geography of the UK form the background to any discussions of the governance of UK. First, the United Kingdom is a multi-national state comprising England, Scotland, Wales and Northern Ireland. Each of these territories has its own national tradition which is reflected in differing governance arrangements in each country. England is an old country in European terms and has been characterised by a long tradition of centralised government. The absence of a written constitution and the doctrine of ‘parliamentary sovereignty’, which is traced back to the 17th century, have shaped territorial governance in the 20th century. Although this doctrine is under challenge from a variety of processes including European integration, it means that almost all formal political power rests with parliament which can, for instance, create and abolish local and regional authorities with little constitutional hindrance. One consequence of this is that, in contrast to other member states of the European Union, the UK, traditionally, has been characterised by relatively weak structures of local and regional government (see Tomaney, 2000; for an overview). 

Second, the UK is marked by relatively wide regional inequalities (see below). The pattern of regional inequalities is a result of the uneven process industrialisation which occurred in the 18th and 19th centuries. Industries of the steam age were concentrated in particular regions west central Scotland (Glasgow), north west England (Manchester and Liverpool), north east England (Newcastle) and south Wales (Cardiff). These regions began to experience economic difficulties in the period between the first and second world wars and the pattern of regional inequalities established in this period has persisted ever since (HM Treasury, 2001). 

The first attempts at regional policy occurred in the inter-war period. Indeed, the UK can lay claim to have invented regional policy. Initially this involved the provision of premises and financial incentives to attract mobile investors to the lagging regions in order to replace employment in coal mines and shipyards. Such incentives were only available in those regions experiencing unemployment associated with the decline of their traditional industries. Large financial resources were devoted to this policy in the 1960s and 1970s and, as other areas such as the west midlands (Birmingham) began to experience economic difficulties, new regions became eligible for this support. An important subsidiary policy involved periodic, piecemeal and halting attempts to decentralise civil service jobs from London to the regions. At the same time, for a period, restrictions were placed on the expansion of firms in southern English regions. As a result the map of regional aid began to resemble a patchwork, with different areas eligible for different levels aid, which were determined by the extent of their needs (see Figure 1).

Figure 1: The map of regional policy in the 1970s
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Regional policy was the responsibility of central government and its departments, although often operated through a network of regional offices. Local government played the role of lobbyist for resources and there was little in the way of effective regional government. Efforts at strategic regional planning proved short-lived and little capacity was created within regions to enable them to develop their own policies and programmes.  Regional policy was seen principally as a matter of redistribution of national growth during this period, by ensuring that economic activity in faster growing regions was reallocated, through the use of financial incentives, to slower growing regions. 

The persistence and nature of regional inequalities 

There is some evidence that this regional policy played a role in shaping patterns of mobile investment from the 1960s onwards (Fothergill, 2005). Especially, during the 1960s and 1970s the regions attracted firms which were unable to expand in southern England and, along with the Republic of Ireland, a disproportionate share of US investment entering Europe. These factors, combined with general economic growth (albeit relatively slow in international terms) helped to mitigate regional inequalities. 

Growing economic difficulties in the UK changed this situation from the end of the 1970s. After this period, regional inequalities widened sharply and the UK exhibited a ‘North/South Divide’ in economic prosperity. A number of factors contributed to this outcome. These included the final collapse of the traditional industries, the withdrawal of some investors that had arrived in the 1960s and 1970s and a sharp reduction in expenditure on regional policy
. As a result of these developments the old pattern of regional inequalities reasserted itself and has persisted over a period of thirty year period (see Figure 2). 

Figure 2: The evolution of regional inequalities
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An analysis by the UK government, suggested that the bulk of the difference between the performances of regions in terms of GVA per head is attributable to a combination of differences in employment combined with ‘productivity gaps’, with the latter generally the most important (Figure 3). Since the mid-1990s the UK has experienced a long period of economic growth, at much faster rates than other large European economies, ensuring that regions in southern England are experiencing virtually full employment. These developments have formed the background to the debate on the governance of regional policy over the past ten years.

Figure 3: nature of regional inequalities
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Developments since 1997

The ‘new regional policy’

Since 1997 (and the election of the Blair government) a new approach to regional policy has emerged in the UK, driven particularly by the Treasury, the chief economic department. The underlying philosophy of this approach is summarised thus: 

The Government believes that regionally balanced growth, led by the regions themselves, it not only desirable in its own right but also essential to deliver economic prosperity and employment for all (HM Treasury, 2001).

The UK government’s analysis of the regional problem is influenced by its analysis of the relative performance of the national economy. This analysis suggests that despite the relatively rapid recent growth of the UK economy it continues to be less productive than its main international competitors. This analysis has been extended to the performance of the UK regions and suggests that 60 per cent of the differences between the best performing and poorest performing regions are due to ‘productivity gaps’. These gaps are seen as resulting from a number of problems, or ’market failures’, in relation to the provision of skills, investment, innovation, enterprise and competition, which are described as ‘drivers’ of productivity (HM Treasury, 2001; Frontier Economics, 2005). The task of policy has become that of improving performance in these areas. Addressing regional disparities, in this analysis, is secondary to the central task of improving national productivity performance. In short, regional policy is no longer concerned with the redistribution of economic activity, but with improving the productivity performance of all regions. Regional policy is no longer about redistributing national growth, but about equipping all regions to compete in the global economy on the basis of their particular assets.

In practice the new approach has been associated with a marked shift away from the attraction of mobile inward investment as the centrepiece of regional policy and more emphasis on the promotion of indigenous development, more emphasis on making markets work well and the strengthening of regional institutions to allow more local discretion in regional policy. Thus, regional policy should not be restricted only to poorly performing regions, but should be extended to all regions (Balls, 2000; HM Treasury, 2001). The outcome of these developments is that the government has committed itself to the following target:

Make sustainable improvements in the economic performance of all the English regions by 2008 and over the long term reduce the persistent gap in growth rates between the regions, demonstrating progress by 2006.

The government’s analysis has been by no means uncontested (see Adams, et al., 2003; Fothergill, 2005; Morgan, 2002; Regional Studies Association, 2003). Among other things, HM Treasury has been accused of lacking sufficient evidence upon which to make its judgements. First, it is argued that much of the analysis of ‘productivity gaps’ is misplaced, because the gaps are the product of regional differences in types of economic activity, rather than the efficiency of industries. Second, the notion of ‘market failure’ raises as many questions as it answers: thus, are poor levels of qualifications in some regions a cause or a consequence of economic performance? Finally, critics suggest that, in contrast to the past, the new policy places insufficient emphasis on positive discrimination in favour of the weakest areas as opposed the promotion of growth in all areas: thus, unequal regions are being treated equally. 

Changing structures of regional governance

Notwithstanding the criticisms noted above, and the more general view that the relationship between sub-national governance and economic performance remains unclear (e.g. Pike and Tomaney, 2004; Pike, et al 2006), the UK government’s new regional policy, with its emphasis on ‘bottom up approaches’, has led to some important changes in the structures of regional governance. To a greater degree than hitherto the UK government operates through devolved or regional structures of government (see Figure 4 for a map of the nations and regions of the United Kingdom).

Devolution: principles and impacts

The most far reaching changes have come about as a result of devolution, in particular the creation of a Scottish Parliament and a National Assembly for Wales
.  In these cases the UK government has devolved powers from Parliament to local bodies, on the basis that such bodies are best placed to respond to the problems and potentials of localities and regions. Although the range of powers devolved is different in the two cases they include important responsibilities for economic development. In both cases, however, the impetus to devolution owed much to a resurgence of national identity, rather than narrowly economic demands. Moreover, special arrangement existed for the governance of Scotland and Wales prior to devolution of political power. 

Nevertheless, the existence of the new devolved bodies has led to some significant developments in economic development policy. The most noteworthy initiatives have probably occurred as a result of the decisions of the Scottish Executive (or government) which, with exception of social security, has responsibility for almost all domestic policy. Innovations have included radical land reforms, the development of a Framework for Economic Development in Scotland, a new ‘spatial strategy’, a programme to attract new immigrants to Scotland and important reforms to education (e.g. Coyle, et al., 2005). In one significant respect, the UK government maintains an important role in Scottish affairs insofar as currently all the resources of the devolved Scottish administration, come in the form of a block grant from London.

The governance of regional policy in England

The scale of devolution within England has been much less than that in Scotland; although in population terms it is ten times larger. Unlike in Scotland or Wales there is no elected regional government
. Nevertheless there are a number of important institutions at work in the English regions, albeit generally accountable to the government in London (Tomaney, 2002a, b; see Figure 4). 

Figure 4: The English Regions
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The main agencies concerned with economic development include:

Regional Development Agencies (RDAs): RDAs were created in 1999 to provide a clearer focus for economic development programmes. Although accountable to the government in London, the activities of RDAs are governed by a board comprising representatives of business, trade unions and other organisations in each region. The autonomy and resources of RDAs, which are allocated by central government, have gradually increased since their creation and now spend about £2 billion per annum in total in England, but this expenditure still amounts to less 1 per cent of GDP in each region. But they have become important delivery mechanisms for microeconomic policy aimed at raising productivity principally through their Regional Economic Strategies which outlines the main priorities for each region. The activities of RDAs, however, must be approved by central government which sets performance targets for each one.

Government Offices for the Regions (GORs): GORs were created in 1994. GORs represent central government directly in the regions.  They deliver a range of national government programmes and manage regional and local relationships on behalf of central government. The work of GORs covers urban policy and regional economic performance, as well as crime, drugs, transport, children and young peoples’ programmes, rural issues, European Structural Funds and health inequalities. GORs also co-ordinate regional housing and planning frameworks, working closely with the Regional Assemblies. The staff of GORs are members of the national civil service.

Regional Assemblies (RAs): Regional Assemblies for each English region are made up of representatives of local authorities and of business and voluntary bodies, with a small staff and very limited resources. They have a co-ordinating, strategic role and work with the Regional Development Agency, the Government Office, local authorities and other representatives in the region. They scrutinise the regional economic strategy produced by the RDAs. Since 2003, they have also been responsible for producing a Regional Spatial Strategy, which determines broad land-use priorities and includes the transport strategy for the region. They also have a role in developing a regional view of priorities, under the government’s new proposals for long term regional funding allocations for RDAs, housing, and transport.

These principal agencies lie at the heart of a larger web of bureaucracy in the regions. Research by the Centre for Urban and Regional Development Studies has shown that there are over 60 central government departments and agencies were present in the North East region alone. Of these bodies about 25 have an explicit regional structure and some type of ‘regional’ mission. Excluding, the National Health Service (which runs the hospitals) and JobCentrePlus (responsible for social security), such agencies in the North East region alone spend over £1 billion each year, which is over four times the budget of the RDA. In the main, such expenditure is determined by the central government. In most cases regional bodies are aiming at targets set by separate Whitehall departments. The outcome is a labyrinth which even those working in it sometimes struggle to understand (Tomaney, 2002a).

Analysis by the Centre for Urban and Regional Development Studies has sown that the limits of this approach include the fact that policy ‘silos’ develop in which potential conflicts between actions in one area and another are not resolved and policies aimed at the UK as a whole do not address the diversity of local conditions. In recent times governments have responded to these problems by the introduction of local area initiatives designed to coordinate the actions of different government bodies’ in relation to, say, health or education. But the proliferation of such initiatives has become a problem in itself, with some areas characterised by patchwork of policy interventions. As a result there has been a move away from such approaches, but this raises the danger that their territorial focus becomes diminished. Finding the right balance may lie in empowering regional organisations to take more responsibility in finding integrated solutions to diverse local conditions with central government supporting this.  A series of government reports have acknowledged these problems, but no consistent solution has been found (Tomaney, 2002a). Figure 5 illustrates the structure of regional governance in North East England.

Figure 5: The complexity of regional governance
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An additional set of problems with the structure of governance concerns its democratic accountability and leadership. It is by no means clear who is responsible for ensuring the overall effectiveness of this complex web of organisation, or how they should be held to account. Moreover, although aimed at solving regional problems most of the important decisions in this web are taken by the central government in London. This raises important questions about democracy. Matters which should be the subject of wide public debate are contained within impenetrable layers of bureaucracy. While this problem is by no means restricted to the regional level of government, in the UK they seem especially marked at this level and contribute to a declining interest on the part of the citizen in local and regional politics (Tomaney, 2004).

The case of London

My observations about the English regions are less true of London. In 1999 a new system of London-wide government was introduced in the form of a directly-elected Mayor and elected assembly, with responsibility for spatial planning, economic development, transport, policing and civil defence, environment and culture. Executive authority in this system is located with the Mayor, while the role of the Assembly is to scrutinise his activities and approve his budget (see Figure 6). 

Figure 6
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Using these powers the Mayor has introduced some important initiatives including a ‘spatial plan’, which, although controversial, has set out London’s land-use development priorities for the first time. More radically still, as a result of the Mayor’s actions, London became the first major city in the world to introduce congestion charging. Transport congestion was a major problem in London affecting both the economy and quality of life. In the face of much opposition from press and some public scepticism, the Mayor successfully introduced a scheme, which has proved both popular and effective
.

The major economic development task of the Mayor is the regeneration of East London, a disadvantaged and multi-ethnic district, formerly reliant on employment in the Docks and manufacturing industry (Hamnett, 2003). London’s successful bid to host the 2012 Olympics, owed much to the effort of the Mayor and the linking of the bid wider urban regeneration objectives. 

It would be wrong to exaggerate the impact of the new system of regional governance in London. In many ways London is characterised by the problems of fragmentation and poor coordination that mark the rest of England (Tomaney, 2001). However, the new structure of regional governance has delivered both a new political profile for London and clearer political leadership, which has produced results for the benefits of Londoners (Buck, et al. 2002; Pimlott and Rao, 2002; Travers, 2004).

Finance and power

Questions of finance lie at the heart of discussions about regional governance. There is a major contradiction between the government’s rhetoric on decentralisation and the UK’s highly centralised system of taxation and expenditure. In comparative international terms, local (and regional authorities) raise a very small proportion of their own resources. As Figure 7 shows, this is true even of London, where a degree of devolution has taken place.

Figure 7
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Source: Prime Minister’s Strategy Unit

A further important feature of the financing of the nations and regions in England concerns the territorial distribution of public expenditure. The large part of public resources expended at the local and regional level comes from central government. However, the lack of transparency and ‘justice’ the distribution of these resources has been the focus of much discussion leading the suggestion that there is a mismatch between public expenditure per head and the level of social and economic need in the regions (see McLean, 2005 for a view of this debate in its international context). 

The centralisation of public finance in the hands of the national government reflects the larger concentration of power in London. London’s dominance in the fields of financial services, media and culture as well as politics and administration is longstanding. However, the UK has been characterised be successive efforts to decentralise civil jobs from London to the regions, but this has been justified primarily on the grounds of costs savings. Research by the Centre for Urban and Regional Development Studies has shown that London continues to contain the largest share of civil service jobs. Moreover, the jobs located in London tend to be relatively senior and well paid, while those decentralised to the regions tend to be relatively routine and lower paid. In part this reflects the strong pull of London for many important advisory and policy development jobs. In this context governments generally have found it easier to decentralise junior jobs. Currently the UK government is proposing a further round decentralisation, albeit in the context of a general reduction in the size of the civil service. This reduction reflects the need to address the consequences of a very tight labour market in London. 

Programmes for the relocation of civil service jobs, despite involving a spatial restructuring of government and governance, have generally displayed ‘a blind spot with regard to the connections between public sector relocation and wider institutional arrangements at the regional level’ (Richardson, et al, 2005: 784). Yet, civil service relocation can play a role in helping to upgrade the economic and social fabric of problem regions. The relocation of higher-level civil service jobs can enhance the skill and knowledge base of the regions, and thus ultimately increase productivity and economic growth, especially when connected to wider strategies aimed at enhancing regional competitiveness. But, for this to happen, the focus needs to be on attracting and equally important embedding substantial higher-quality public sector investment in problem regions. Public sector relocation could contribute to building up what Keating et al (2003) term ‘policy capacity’ (that is, the ability to determine strategic priorities) in the regions in which enhances the effectiveness of governance and policy. The traditionally highly centralized system of policy-making in England means that much of the capacity and many of the skills needed for effective regional governance remain concentrated in the capital city. Despite continuing efforts on the part of the UK government to decentralise civil service jobs, there continues to be little concern with its potential to improve regional development and governance (Richardson, et al, 2003).

Conclusions and lessons

It is widely assumed that well-designed structures of governance can contribute to regional development (Keating, et al, 2003; Pike et al, 2006). Although the nature of this contribution remains contested, the UK experience sheds some light on this debate. The regional inequalities are longstanding and have proved intractable. Central government has tended to take the main responsibility in addressing this problem. For a long period the main policy approach focused on the provision of incentives to mobile investors to locate activities in the regions. Although this policy brought dividends for a while, it did not alter the underlying weaknesses of the lagging regions.

These developments are the background to the development of the ‘new’ regional policy after 1997. This has placed a new on indigenous development and role of local and regional institutions. The process of devolution has been marked by asymmetry. At one end of the range Scotland now a parliament which most of the domestic laws, while at the other end the English regions have experienced only administrative decentralisation. In England regional governance remains weak. Despite the modest strengthening of their authority, the structures of governance are fragmented and the regions lack any meaningful autonomy and policy capacity. London provides the exception. Here new political structures have provided fresh leadership and policy innovation. Thus the evidence from the UK is that stronger forms of political devolution and regional devolution appear better equipped to produce genuine strategic priorities, the possibility of a broader policy consensus and a clearer national and international voice for regions.
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� 	Regional policy did not disappear completely and it played a part in continuing to attract mobile investment from places such as Japan and Korea in the 1980s and early 1990s. Flows of inward investment have slowed and have been redirected toward Eastern Europe and China. More recently the region has become an important location for telephone call centres.


�  	Devolution has also been extended in principle to Northern Ireland, although is not operating at the time of writing because of continuing political violence.


� 	A referendum was held in November 2004 to create an elected regional assembly in North East England, but the proposition was rejected.


� 	The scheme requires motorists to pay a daily charge to drive in a designated area of central London.
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