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As this LEVEL UP series of events has demonstrated, the levelling up challenge cannot be
viewed through a single prism. If such a comprehensive programme is to be successful, the
agenda will require continued long-term investment. While institutional investors are increasingly
investing outside of London and the South East, available capital often pales in comparison with
funding pots available in the City of London. This session explored the options for how best to
finance levelling up and support regional regeneration.

Particularly in the wake of the pandemic, it is vital that sufficient funds are appropriately allocated.
The panel agreed that more long-term, consistent public investment strategies must be
introduced and integrated with local strategies and with more local ownership. There was also
agreement about the role of the city in facilitating investment and the need to address
intra-regional inequalities, as well as inter-regional differences. The discussion developed a
number of practical steps for the Government to consider as they seek to generate additional
investment finance.

Key points of the discussion

1. There is a strong need for more consistency and clarity at a local level. While nationally
the UK has several useful tools for generating pipelines of investable projects, like the
National Infrastructure Plan and the National Infrastructure Bank, there is a lack of
equivalent mechanisms at local levels. Participants cited the “chopping and changing” of
national policies as a key barrier to more investment, with one proposed solution being to
devolve more project selection and design to the local level. The U.S. was offered as an
example, where an enormous amount of power is afforded to state governors and city
mayors in terms of directing investments, meaning that locally-owned development plans
can emerge as long-term projects.

2. It is important that the challenges and opportunities within regions are recognised and
addressed, as well between regions. It was agreed that in levelling up, the Government
needs to be focused on the natural comparative advantages of different areas - what
we’re not trying to do is level down one area in order to level up another. The competitive
advantages of each region must be considered, to ensure that a collaborative approach is
taken that cultivates “the overall size of the cake”, and in turn benefits each region
respectively. For those most deprived communities, the key investment priorities were
noted as being transport infrastructure; education and skills; housing.

3. There was agreement that the Government must see the financial and professional
services sector as an enabler of the levelling up agenda. The city, both as place and as



sector, has a key role to play in supporting growth and opportunity country-wide,
including those areas worst-affected by the pandemic or the decline of traditional
industries. It was argued that financial and professional services firms have a vital role to
play in helping UK firms navigate the international trading landscape, in what will require a
joined-up approach from public and private finance. The UK Infrastructure Bank was
noted as having great potential to facilitate such collaboration.

4. The panel agreed on the potential of mobilising defined contribution (DC) pensions for
place-based impact investing. It was noted that pension reforms since the early 2000s
have been hugely successful and there is now a large pool of capital in defined
contribution pensions that could be invested in long-life assets. Indeed, in 2019, 77% of
people were saving into a workplace pension, compared to 47% in 2012. While there are
some technical issues that make it difficult for trustees to invest their members’ money
into long-term assets, the Long-Term Assets Fund (LTAF) exists as part of a wider
ecosystem of government support to help DC pensions be invested.

5. Buy-in from the private sector is crucial for levelling up. Although participants
acknowledged the role of Government in establishing the framework and strategy for
levelling up and making initial investments, the majority of levelling up needs to be
funded by the private sector. Government has made strong commitments both in terms of
public investment and incentivisation, with the £4.8 billion Levelling Up Fund and the
130% capital allowances super-deduction tax breaks cited as examples. However, the
panel argued that such state-provided frameworks must be coupled with private sector
buy-in, with one participant offering the model of offshore wind as a productive
cross-sector partnership.

6. A more ambitious lending strategy for Small and Medium Enterprises (SMEs) must be
pursued. The panel noted the large debt-burden carried by SMEs as a result of the
pandemic and the need to connect firms with the full range of financing that’s available.
For the major banks in the UK, SME lending is a low-margin, low-priority business.
Conversely, in the U.S, the Small Business Administration guarantees a high proportion of
SME loans through a network of state and regional banks. Participants contended that,
freed from the constraints of EU state aid rules and under the auspices of the British
Business Bank, the UK could have a much more ambitious approach to SME lending. This
would be beneficial for levelling up because the finance drought is particularly
problematic outside of London.


