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Abstract

The concept of “Inclusive Growth” — a concern with the pace and pattern of growth — has
become a new mantra in local economic development. Despite enthusiasm from some
policymakers, others argue it is a buzzword which is changing little. This paper summarises
and critiques this agenda. There are important unresolved issues with the concept of
Inclusive Growth, which is conceptually fuzzy and operationally problematic, has only a
limited evidence base, and reflects an overconfidence in local government’s ability to create
or shape growth. Yet, while imperfect, an Inclusive Growth model is better than one which
simply ignores distributional concerns.
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1. Introduction

“when you ask five economists to define the concept [of Inclusive Growth], you will likely end
up with six answers.”

Paloma Duran (2015) of UNDP on Inclusive Growth

Inclusive Growth is fast becoming a new mantra in urban and regional policy. Its popularity
has been driven, in large part, by two linked trends. The first is widespread concern about
the scale and consequences of inequality (Cavaunagh and Breau, 2017). Global inequality
has probably fallen over the past thirty years, mainly due to progress in China (Milanovic,
2016). But inequality within countries has tended to increase, with incomes rising for the
already affluent while living standards stagnate for much of the population (The Resolution
Foundation, 2014; Summer and Balls, 2015; Benner & Pastor, 2015). For example, the
average male full-time worker in the United States earned less in real terms in 2014 than in
1973 (Wessel, 2015); real pay levels in the United Kingdom fell between 2009 and the start
of 2015 (Clarke and D’Arcy, 2016); and even egalitarian Sweden has seen long-term
increases in inequality (OECD, 2011). Some have argued that growing inequality was one
cause of populist victories such as the UK referendum on the European Union or Trump’s
election as US President (Shearer and Berube, 2017; Gordon, 2018; Lee et al., 2018).

The second trend is the growing economic and political importance of cities. Cities are
increasingly seen as significant economic and political actors (lanchovichina et al., 2009;
Harrison, 2012; Storper, 2013). They are often where inequalities are starkest and clearest,
and their political importance is increasing, with local government given new powers and
responsibilities to drive economic growth (Rodriguez-Pose and Gill, 2005). But while cities
are now seen as ‘drivers of growth’, this growth is not shared equally. Instead, the most
successful cities are often the most unequal (Glaeser et al., 2009; Lee et al., 2016), with
growth failing to trickle down to the poorest (Lee & Sissons, 2016; Lupton et al., 2016). This
has led policymakers to question how they can ensure the benefits of growth are more widely
shared.

In this context, Inclusive Growth has become one of the most fashionable concepts in urban
and regional policy. It can be defined, loosely, as a concern with both the pace and pattern
of growth. It became popular with economic development policymakers in the Global South
in the late 2000s and is incorporated into the Sustainable Development Goals (UN, 2016).
But following an initial interest from national policymakers in the Global South, there has been
a wave of interest from urban policymakers internationally. In 2016 the OECD (2016: 1)
launched an “Inclusive Growth in Cities” programme, with “Champion Mayors” signed up to
show their commitment to “tackling inequalities and promoting more inclusive economic
growth in cities”. The World Bank (2017:1) have argued for a focus on “Inclusive Urbanisation”
for “Inclusive Growth”. Perhaps most importantly, the concept was used in the New Urban
Agenda which argued that economic development should be achieved in a way which
achieved opportunity for all, because: “private business activity, investment and innovation



Il Working paper 25 Neil Lee

are major drivers of productivity, inclusive growth and job creation” (United Nations, 2016:
33).

The Inclusive Growth agenda has been taken up with particular enthusiasm in the UK. Since
the crisis of 2007-8, employment rates have been strong, but many of the new jobs have
been in low-paid self-employment or temporary work (Green and Livanos, 2015) and wage
growth has been weak (Clarke and D’Arcy, 2016). At the same time, a series of city deals
were agreed as part of a rhetorical ‘devolution revolution’ (Tomaney, 2016; Ayres et al.,
2017), and the idea that cities should encourage Inclusive Growth has become a new
orthodoxy. There have been a series of high-profile reports published and research centres
launched, including the final report of the Inclusive Growth Commission of the Royal Society
of the Arts (RSA), a series of practice focused reports by the Joseph Rowntree Foundation
(e.g. Crisp et al., 2016; Green et al., 2016; Pike et al., 2017) and an influential new research
centre — the “Inclusive Growth Analysis Unit” established at the University of Manchester.
The term has influenced policy: “Inclusive Growth” is one of the Scottish Government’s goals
in its Agenda for Cities (Scottish Government, 2015), and cities such as Leeds have
introduced Inclusive Growth strategies (Leeds City Council, 2017).

Yet, despite significant policy interest, there has been little critical analysis of the Inclusive
Growth in cities agenda. One exception is Turok (2010), but this predates the current
enthusiasm. The agenda is underpinned by good intentions, and this has perhaps meant little
critique. But widespread use of the term “Inclusive Growth” raises an important question: is
Inclusive Growth a genuinely useful concept for economic development, or a buzzword,
offering policymakers the promise of addressing two major problems — inequality and low
growth — simultaneously, but achieving little? This paper summarises and critically reviews
the emerging work in this area. It aims to investigate the concept of Inclusive Growth, consider
its strengths and limitations, and in doing so consider ways in which the concept might be
best operationalized. While the scope of the paper is global, it draws on examples from the
UK, where the agenda has been enthusiastically but uncritically adopted.

This paper is sympathetic with the overall concept of Inclusive Growth, which represents an
important, clever and overdue attempt to link economic development to distribution. However,
it argues that Inclusive Growth remains a fuzzy concept which is often vaguely and
inconsistently defined, is rapidly becoming a buzzword used to signal progressive intent but
with relatively little evidence, to date, of actual implementation. When applied to cities, it
represents an overconfidence in the ability of local government to stimulate growth, let alone
shape it, and there is still little evidence on what works. Cities have an important role to play
in Inclusive Growth but, given their relatively limited powers and resources in many places,
national government still needs to play a leading role. Inclusive Growth is a potentially
important agenda, but the challenge will be delivery.

The paper is structured as follows. Section two provides a brief history of the concept and its
roots in the development policy literature. Section three considers various definitions and
suggests that “Inclusive Growth” can be considered a concept, a policy agenda but also a
buzzword. Section four develops a critique of the concept based on its fuzziness, the
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challenges in operationalizing it, and the problems of a policy agenda which offers to solve
two very difficult problems simultaneously. Section five concludes with an evaluation of the
concept, and the argument that while it is not perfect, Inclusive Growth is certainly an
improvement on a narrow focus on growth alone.

2. The roots of inclusive growth

There is, of course, a long history of debate about the relationship between growth and the
income distribution. The dominant theoretical model has been the Kuznets (1955) curve. This
suggests that inequality initially increases with development as structural change creates
new, well-paid jobs for a few workers; later, inequality falls as more workers enter well-paid
sectors and wages in other sectors catch up. This model - in which inequality is simply a side-
effect of the level of development - was associated with the trickle-down idea of development
and a view that growth is the first step in poverty reduction (Kanbur, 2000; Kakwani and
Pernia, 2000). Yet the basic insight of the Kuznets curve seemed inconsistent with the results
of studies on the determinants of inequality (Kanbur, 2000; Yin, 2004) and has been replaced
with the more nuanced idea that development could be achieved in different ways and with
different income distributions (Ranieri and Ramos, 2013). As Yin (2004) notes, growing
inequality is not inevitable but the result of policy choices made as part of national
development strategies.

More recently, there has been concern that economic growth was simply increasing
inequality, without benefiting those on low incomes. In particular, Piketty’s (2014) seminal
work highlighted long-term growth in inequality, determined by the balance between returns
to capital and the growth rate. According to Piketty, low growth would lead to growing
inequality as gains to capital earners outstripped those of labour. This story seems consistent
with the experience of many advanced economies. For example, according to estimates by
the Brookings Institution, in the US the average male full-time worker earned less in 2014
than in 1973, a wage stagnation disguised in national averages by significant growth for top
earners (Wessel, 2015). In the UK, income inequality has fallen since the 2008 recession,
but it remains relatively unequal by OECD standards and inequality is expected to increase
over the long-term (OECD, 2011; Hood and Waters, 2017).

The literature on the distributional impact of growth shows that while growth can benefit those
on low-incomes, this is not inevitable (see Ravallion, 2015). Instead, the growth-poverty
relationship is dependent on the nature of growth, in terms of its sectoral structure, and local
context, such as initial inequality (Ferrerira et al., 2010). This recognition that different types
of ‘growth’ may have different implications for poverty and the income structure led to new
concepts which sought to link growth with distribution. In 1974, the World Bank published an
influential study Redistribution with growth (Chenery et al., 1974) which made the case for
distributional considerations to be made more prominent in economic development policies.
It suggested that rather than assuming increased incomes were of equal value in the
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economy, as GDP does, instead ‘distributional weights’ should be used to reflect the higher
value of increased income for those on low incomes.

The most significant concept in these debates was “Pro-Poor Growth”, defined as the
difference between the poverty reduction associated with any particular growth spell and the
poverty reduction had growth been equally distributed (Kakwani and Pernia, 2000). The
literature on Pro-Poor Growth had two goals: one technical, of developing new indicators to
focus policy on poverty reduction; one economic, as a reaction to Washington Consensus
policies which were seen as having increased inequality, with little impact on poverty
(O’Connell, 2014; Grimm et al., 2015). Pro-Poor Growth represented a way of refocusing
policy to ensure that the poor gained, but without losing the focus on growth which most saw
as necessary. The concept gained in popularity through the late 1990s until, in 2004,
Ravallion (2004: 1) noted that: “almost everyone in the development community is talking
about “Pro-Poor Growth.”

Figure 1. Google trends data: Searches for Inclusive Growth and Pro-Poor growth

s Inclusive Growth
A Pro-poor Growth
S ]

o
2004 2005 2006 2007 2008 2009 2010 20Mm 2012 2013 2014 2015 2016 2017 2018

Note: Data from Google Trends. Height of each line gives indication of share of searches containing each term.

Yet despite its popularity, there were some important critiques of the idea of Pro-Poor Growth.
Multiple definitions used by different actors made it hard to track its implementation:
academics talked about it in precise, statistical terms, but policymakers often had a different
set of concepts in mind (Lopez, 2004). It was also relatively narrow, and the focus on poverty
meant those just above the poverty line were ignored. In the late 2000s it was replaced by a
new concept, Inclusive Growth, as the dominant term in international development (Grimm
et al., 2015). To show this switch, figure 1 shows Google Trends search data - a rough
measure of interest - for Inclusive Growth and Pro-Poor Growth. In around 2004 — when
Ravallion suggested interest had peaked — Pro-Poor Growth started to wane, with Inclusive
Growth taking its place. The latter concept spread quickly from the Global South to the Global
North, and then from national governments to cities and regions. This reflected a general
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quickening of the spreading of policy concepts related to poverty, with Peck (2011: 167)
noting that the geographies of anti-poverty policy became “jumbled up as never before”.

3. Defining ‘Inclusive Growth”

Unsurprisingly, given the range of actors who use the term, there is no universal definition of
Inclusive Growth. In an early definition, The World Bank (lanchovichina et al., 2009: 1) argue
Inclusive Growth is both about “pace and pattern” of growth and these two components seem
to be generally important in definitions. For example, the OECD argue that it is:

“a new approach to economic growth that aims to improve living standards and share the benefits of
increased prosperity more evenly across social groups”. (2014: 8. Emphasis added)

Most definitions take these two components as a starting point but broaden out, adding extra
components (Rauniyar and Kanbur, 2010). For example, the Asian Development Bank add
an additional element, social welfare, in their definition of Inclusive Growth as:

“high, sustainable growth to create and expand economic opportunities, broader access to these
opportunities to ensure that members of society can participate and benefit from growth, and social
safety nets to prevent extreme deprivation.”

One common feature of many institutional definitions is that they highlight not just the
importance of Inclusive Growth but also suggest that by making growth inclusive it will reach
untapped sections of the economy and so increase overall output. For example, the G20 - a
representative body of 20 large economies - suggested that:

“Too many of our citizens have yet to participate in the economic global recovery that is underway.
The G20 must strive not only for strong, sustainable and balanced growth, but also for a more
inclusive pattern of growth that will better mobilize the talent of our populations.”

The World Economic Forum has been even more explicit, suggesting that:

“There is no inherent trade-off in economic policy-making between the promotion of social inclusion
and that of economic growth and competitiveness; it is possible to be pro-equity and pro-growth at
the same time”

World Economic Forum (2015: vii)

In this way, Inclusive Growth ceases to be about a trade-off between equity and efficiency,
but instead suggests that by increasing equity, efficiency will also improve (Ranieri and
Ramos, 2013).
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Table 1. Definitions of Inclusive Growth

Organisation Definition
World Economic Forum “output growth that is sustained over decades, is broad-based
(2015: 1) across economic sectors, creates productive employment

opportunities for a great majority of the country’s working age
population, and reduces poverty.”

European Commission “Inclusive growth means empowering people through high
(Europa 2020: 17) levels of employment, investing in skills, fighting poverty and
modernising labour markets, training and social protection
systems so as to help people anticipate and manage change,
and build a cohesive society.”

Scottish Government “When we talk about Inclusive Growth, we mean growth that

(2015: 1) combines increases in prosperity with greater equity, creates
opportunities for all and distributes the dividends of increased
prosperity fairly”

RSA Inclusive Growth “enabling as many people as possible to contribute to and

Commission (2017: 5) benefit from growth”

Table 1 gives a set of definitions used by both government and non-governmental
organisations. The important point is that, as would be expected, the definitions vary. But this
leads to considerable scope in what falls under the concept. In particular, it is unclear whether
Inclusive Growth is about reducing poverty (whether absolute or relative), reducing inequality
or something more general which doesn’t necessarily take living standards into account
(some definitions include the Environment). The European Commission seems to define it as
about empowerment, compared to the World Economic Forum’s view which is more about
sectors and poverty reduction. Definitions of institutions considering the developing world
tend to focus on opportunities for productive employment, but where employment is already
high definitions are more about the opportunity to participate in the economy.

Some definitions are sprawling or vague. Perhaps the sharpest is that of the Scottish
Government (2015), which narrowly suggest it is: “growth that combines increases in
prosperity with greater equity, creates opportunities for all and distributes the dividends of
increased prosperity fairly “This reflects the importance of the concept, as it does not seek to
leave growth behind, but shape it to share the benefits more widely (Ranieri and Ramos,
2013). Inclusive Growth is not just redistribution but increasing output and ensuring that the
increase is distributed in such a way as to be ‘inclusive’. However, the wide range of
definitions do little to set out how Inclusive Growth should be achieved. “Growth” is a relatively
simple concept, with clear, standardized and generally accepted metrics. “Poverty reduction”
is less clear, but still has a simple goal. But the definitions of “Inclusive Growth” are vaguer,
and so harder to operationalize.

Several studies have tried to measure Inclusive Growth. The Brookings Institution (Shearer
and Berube, 2017) have defined it statistically as three things (1) the overall size of the
economy — measured through jobs, new firms and output, (2) a measure of prosperity —
productivity, average wages or standard of living, and (3) some indicator of narrowing
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economic disparity — either ‘general’ with employment, middle-class wages, working poverty,
or ‘racial’ - outcomes for whites and people of colour and disparities between different groups.
Testing these across 100 US metro areas between 2010 and 2015 they find that only 4 metro
areas achieved ‘Inclusive Growth’, although some metros did better by more limited
definitions. In the UK, Beatty et al. (2016) have an ‘Inclusive Growth monitor’ for the 39 Local
Enterprise Partnership areas of England. This uses a richer set of 18 indicators to show that
while the richest places tend to be more inclusive, there is no relationship over time.

Given these varying definitions, how can Inclusive Growth be defined? Lupton (2017: 1)
argues that it is a “long-term, multi-faceted agenda, not a single policy initiative” which is
intended to shape policy across a range of areas. Lupton and Hughes (2016: 6) suggest that:

“the key idea is that if we want to have societies which are more equal and have less poverty, we
need to focus on the economy and the connections between economic and social policies. Strategies
for investment and economic development, productivity, skills, employment and wage regulation must
be integral to attempts to achieve greater fairness and social inclusion. Likewise, enabling more
people to participate fully in economic activity must be fundamental to developing prosperous and
sustainable economies.”

Within this conceptualization, Lupton and Hughes argue there are different perspectives on
what Inclusive Growth actually is. For some, it is a ‘growth plus’ model. This is arguably less
radical, recognising the need to connect a wider range of residents into the benefits and the
potential reverse causality, with greater inclusion leading to growth. The other perspective is
the ‘inclusive economy’ which develops from a critique of the inequality produced by the
current model and suggests changes in the economy to service inclusive goals as a starting
point. In this view, growth is only one goal of the economy — other goals, such as wellbeing
or equality, should also be considered.

Another way of considering Inclusive Growth is to take a broader view, situating the concept
in current politics. First, Inclusive Growth is a concept in the sense that Lupton and Hughes
(2016) discuss it, although, as they note, it is fuzzy and subject to multiple meanings and
definitions. Related to this, frameworks are being developed, allowing this concept to be
applied, although these are still nascent. Second, the concept underpins a new agenda in
urban and regional economic development. Inclusive Growth represents a shared set of
interests at the heart of which is the idea that by linking growth and inclusion it is possible to
reconcile the two. Organisations signed up to this generally do so in a well-meaning way with
progressive goals. They may have different exact definitions, but their broad direction is
similar. However, a third way of understanding Inclusive Growth is more critical: Inclusive
Growth can also be understood as a buzzword, applied to policy regardless of whether policy
has changed because of the policy agenda, and used simply to signal intent. Like other
buzzwords used in similar situations, the buzzword has multiple meanings and can be used
to justify different types of policy intervention (Cornwall and Brock, 2005). It allows policy to
be branded with a certain set of intentions and associations. However, the danger of a
buzzword is that it can lose meaning and so be applied to pre-existing policies while changing
little.

10
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4. The rationale for Inclusive Growth in cities

Underpinning the Inclusive Growth in cities agenda are two related, but distinct, sets of
arguments: those outlining why Inclusive Growth is a necessary approach, and those for why
cities are the appropriate scale. Most arguments in the former group start with concerns about
poverty and inequality, followed by some assertion that economic growth, without
intervention, will either bypass or worsen these problems. Any new high-technology cluster,
business park, skills policy or neighbourhood scheme will benefit some over others,
regardless of its success. Yet this is too rarely considered by policymakers (Pike et al., 2007).
As Green et al. (2017) argue, the Inclusive Growth agenda can have a dual impact, both
through new policies and in shaping existing ones.

There are also strong pragmatic justifications for attempts to link growth with inclusion. In less
developed countries the popularity of Inclusive Growth was partly because smaller states
made redistribution harder (lanchovichina et al., 2009). Similarly, redistribution is rarely
near the top of public concerns in the Global North. In the UK, for example, 30% of the
population in 2014 agreed the government should spend more on welfare benefits for the
poor; but 39% disagreed (NatCen, 2015). Inclusive Growth helps avoid the electoral
challenges of taxation and redistribution. It is probably no coincidence that Inclusive Growth
has become important in the developed world at a time when most countries face austerity
and government is unwilling to spend on redistribution.

Inclusive Growth also highlights the potential benefits of reducing poverty and inequality for
growth. Empirical evidence, including a famous study from the IMF (Ostry et al., 2014), has
shown that inequality can be a drag on growth. Some of the significant reports as part of the
Inclusive Growth agenda have made similar claims. For example, the RSA Inclusive Growth
Commission (2016) argued that: “reducing inequality and deprivation can itself drive growth”.
Alongside this, Inclusive Growth highlights the important links between economic and social
policy." These links are clearest in employment and skills policies, where investments in skills
provision can achieve the dual goal of increasing individual welfare while improving
aggregate economic success. But they extend across other policy areas, including education,
health services and social care. By bringing these links onto the agenda, the agenda
recognizes the contribution of other public services to growth, but also the relationships
between society and the economy.

An important strength of the Inclusive Growth agenda is that it offers the potential for a holistic
approach to addressing poverty and inequality (Lupton, 2017). By building links across policy
areas, Inclusive Growth can also help marshal new resources to address poverty and
inequality. Policymakers are unlikely to give up their focus on growth: it is the dominant
discourse, public institutions are focused on it, and few politicians could run successfully on
an anti-growth agenda. In linking the growth agenda with an inclusive one, the agenda can
attract new resources and help organisations which have a longstanding focus on growth to
address a new target. In doing so, the Inclusive Growth agenda helps mobilise new resources

1 am grateful to a referee for this point.
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to the challenge of reducing poverty and inequality. It takes a policy goal with widespread
interest and considerable resources (growth) and uses it to address an issue for which public
support has sometimes waned (inclusion).

A second set of arguments focus specifically on why cities should be the focus of Inclusive
Growth. There has been a “global trend to devolution” (Rodriguez-Pose and Gill, 2003), with
sub-national governments in many parts of the world being given new powers and
responsibilities. This trend has been most clear in cities - with a range of popular books
highlighting the economic importance of urban area, and their crucial economic role (for
example, Storper, 2013). Structural change and globalisation has, paradoxically, made cities
seem particularly important economic actors. Cities which, having been partially resurgent
from post-industrial shift, were then in a position to focus on the distribution of the benefits
(Lupton et al., 2016).

Approaches focused on cities also reflect the fact that these are where inequality is most
obvious (Glaeser et al., 2009; Lee et al., 2016). Scholars have expressed concern about this
inequality for some time, while high profile urban politicians have successfully run for office
on anti-inequality mandates, most famously Bill De Blasio, Mayor of New York. Related to
this is a third factor - the increased dissatisfaction of some urban electorates with the lack of
emphasis on poverty and inequality of some national policymakers.

According to proponents, there are significant practical justifications for a local approach to
Inclusive Growth. Growth is context specific and the obsession with GDP ignores factors such
as the composition of growth (by sector, occupation or other factors) which may help growth
translate to improved living standards. Turok (2010) suggests that urban approaches provide
multiple benefits for Inclusive Growth: they allow new approaches to be developed and trialed
in a local area, with the successful ones then used elsewhere; a city focus allows a unified
approach with different local actors engaging towards a unified goal; better targeting of
groups who may not be benefiting from increased living standards; developing community
potential; coordination of policy agendas, and, because the composition of growth tends to
be local, they allow tailored policy to be developed for a specific local context. Some argue
that cities can come up with new approaches to Inclusive Growth. For example, the OECD’s
Angel Guerria (OECD, 2016) suggested — when launching the OECD’s work on Inclusive
Growth, that:

“If we are to succeed, then we have to ensure that cities are at the heart of the fight. After all, while it
is in cities where the pernicious effects of inequalities are most acutely felt, it is also in cities that the
most innovative and effective solutions can be brought to bear.”

Yet, while cities clearly have a role to play in developing new ideas, this role is inevitably
limited compared to national government. Despite widespread concern about inequality, local
policymakers often have only limited powers to directly address it (Glaeser et al., 2009; Lee
et al., 2016). However, there are considerable resources devoted to growth, and the agenda
is a way of taking resources which are available for one goal and using them to address a
wider social challenge.

12
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5. The Inclusive Growth Agenda: Limitations

What is problematic about the Inclusive Growth in cities agenda? It seems hardhearted to
critique such a well-meaning agenda, but there are problems both with the concept of
Inclusive Growth and its practical application. In particular, its fuzziness makes it hard to
operationalise, it remains unclear what works in achieving it, and it reflects an overconfidence
in the ability of sub-national governments to shape their local economies. This leads to
concerns that it is simply a placebo, promising to address two difficult issues - low growth
and high inequality — but doing little except make policymakers feel better about themselves.

Fuzzy concepts and unfocused policy

In a classic study, Markusen (1999: 702) set out the problem of “fuzzy concepts” where
"researchers may believe they are addressing the same phenomena but may actually be
targeting quite different ones”. Given its multiple definitions, Inclusive Growth falls into this
category. Definitions vary and, while all tend to be based around the need for growth to
provide opportunities for all, are often sprawling, including policy areas which extend far from
the basic concept (Green et al., 2016). Definitions often put almost any progressive policy
goal - quality of life, health, jobs, environment and community — under the Inclusive Growth
banner. The concept also has overlaps with the more specific notion of Inclusive Innovation
(see George et al., 2012). But it is often defined according to the prior interests or beliefs of
the interpreter, like a conceptual Rorschach test.

One fuzzy issue is spatial scale. The literature on Inclusive Growth in cities tends to consider
two related but distinct goals: inequality between places, and inequality within places. For
example, the European Commission (2010) consider territorial cohesion as a key aspect and
the RSA Inclusive Growth Commission (2016: 06) explicitly argued for the need to address
“‘inequalities in opportunities between different parts of the country and within economic
geographies”. Yet both goals are problematic. Addressing inequalities between different parts
of the county is basically the goal of regional policy. Policymakers have worked to improve
regional policy for more than 50 years, but disparities remain large. If the Inclusive Growth
agenda helps attract more resources for this goal, or improved ways of doing things, then it
can be positive here. But the danger is that Inclusive Growth simply becomes a label for doing
things which (a) were not done particularly well or (b) would have been done anyway.
Addressing inequalities within cities or regions is also difficult. If new resources were found,
it isn’t clear what the balance of priorities should be: should money be focused at inner cities
or wider areas? Any new agenda is likely to fall victim to the longstanding problems of
competition between different local government areas and agencies (Gordon, 1999).

Another unanswered question about Inclusive Growth is whether it should focus specifically
on the relationship between growth and inclusion, or be a broader concept? It is hard to
operationalize the central idea at the heart of the Inclusive Growth agenda — that growth and
inclusion are linked. There are some obvious areas which sit between the two, such as skills
or labour market policy. But it is hard to have a strategy which consists solely of these

13
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overlapping issues, meaning that strategies focused on Inclusive Growth often also include
policy areas which might be more appropriately focused on growth or inclusion separately.
For example, the Inclusive Growth Strategy of Leeds, a city in the North of England, focused
on 12 “Big Ideas”, policy areas under which other policy is made. But there are clear tensions
in a strategy such as this: some Big Ideas, such as skills, have a clear link to Inclusive Growth;
others such as Health, relate largely to social policy with little link made to growth; others
seem parts of a standard economic development strategy with no attempt to make them
“Inclusive”.

Of course, it matters little if the concept is erratically defined, so long as it is still used to shape
policy in an effective manner. But definitions matter: they enable measurement, and
measurement is a crucial tool in targeting policy, focusing finances and ensuring effective
evaluation. Pro-Poor Growth was reasonably clearly defined, yet there were still debates
about how it could be achieved (Grimm et al., 2015). Inclusive Growth is broader and harder
to pin down, making it even harder to focus resources on. Without some sort of focus, any
new resources which come with the wave of interest in Inclusive Growth will be spread thinly
and risk having little impact. If Inclusive Growth is used too loosely it starts to lose meaning
and, eventually, usefulness.

Unless it has a clear meaning, Inclusive Growth can become a policy buzzword — a label
applied to policies which might have happened anyway or which are some distance from the
initial concept. One example of this is the concept of ‘poverty-reduction’ which began as a
progressive goal but was eventually applied loosely to policies with little direct impact on
poverty (Cornwall and Brock, 2005). There are early signs that Inclusive Growth is being used
as such a buzzword, with strategies making reference to Inclusive Growth but little different
than they would have been if the term had not become fashionable. One example is the UK’s
Greater Birmingham and Solihull Local Enterprise Partnership (LEP), a body tasked with
furthering economic development in the region. The LEP has the goal of achieving: “smarter,
more sustainable and more inclusive growth” in the region (Greater Birmingham and Solihull
LEP, 2016: 05). However, the body’s economic strategy is narrowly focused on the traditional
goal of reducing unemployment. In this case, Inclusive Growth resembles a buzzword, used
by policymakers with little practical effect, rather than a genuine attempt to shift policy. If
Inclusive Growth had a more precise definition, it would be harder for this to happen.

What Works in Local Inclusive Growth?

The conceptual fuzziness of Inclusive Growth makes it hard to produce useful policy
frameworks: fuzzy concepts lead to unfocused policy. In particular, it isn’t clear what the goal
of Inclusive Growth should be. If Inclusive Growth is aimed at reducing inequality, it may
distract attention from investments which increase overall welfare, but where the benefits are
skewed (lanchovichin, 2009). Growth can be socially beneficial even when it is not inclusive:
China’s economic success in the 1990s and 2000s reduced poverty by 500 million, but - as
inequality rose - it was not necessarily “inclusive” (Ranieri and Ramos, 2013).
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It is not yet clear if the Inclusive Growth in cities agenda has led to meaningful change, in
developed countries at least. Many of the policies around inclusive growth may have
happened anyway. Skills are often cited as being a vital part of Inclusive Growth but this has
always been a priority for some policymakers (if not all). So it isn’t clear whether integration
of these things into new Inclusive Growth strategies is a change on what would have
happened without the agenda. In one study of the policy impact of the agenda, Sissons et
al., (2017) consider the case of UK devolution. They show that cities are focused on supply
side interventions in the labour market, with little evidence of a deeper integration of Inclusive
Growth into city strategies.

One problem is that the evidence base on what works in making growth inclusive is still weak.
This is a problem in the developing world where, despite the concept having been used for
some time, there is little evidence on the appropriate policy mix to make growth Inclusive
(Dollar et al., 2013). This problem is far worse in the developed world where the concept has
only recently become popular. An evidence base is developing, however (see Benner and
Pastor, 2015; Beel et al., 2017). In the UK, institutions such as the Joseph Rowntree
Foundation (JRF) and Royal Society of the Arts (RSA) have started to produce frameworks.
One such framework is that produced by the Inclusive Growth Analysis Unit (IGAU) at the
University of Manchester, which outlines 7 pillars of inclusive local economic growth. But it
takes time for evidence to be developed and used by policy, and the policymakers are
currently running ahead of the evidence base. The danger is that strategies are rolled out
before we know if they will work or not.

The politics of local Inclusive Growth

Another set of critiques focus to the political use of Inclusive Growth. The concept implies
that trade-offs can be avoided, with no tension between growth-focused policy and that
addressing inequality. But this means that redistribution, often the most effective way of
addressing poverty, becomes secondary as a tool for raising living standards. This is explicit
in justifications of the concept in a World Bank paper on Inclusive Growth, lanchovichina et
al. (2009: 2) argue “the focus is on productive employment rather than on direct income
redistribution, as a means of increasing incomes for excluded groups”. The concept grew in
importance in the developing world, where state income was not large enough to allow
redistribution. As with Pro-Poor Growth, Inclusive Growth has become popular in response
to a controversial set of policies — the Washington Consensus and Austerity respectively
(Leschke et al., 2012) - in cities, which often lack the resources of national government. But
it raises the question of whether it is a pragmatic attempt to do something in these
circumstances, or a buzzword used to avoid hard choices in periods of austerity.

The most important critique of the Inclusive Growth in cities agenda is that cities have only
limited ability to shape either growth or inclusion in their local area. Cities often lack the
powers they need to make growth inclusive. Turok (2010) argues inclusive growth can only
succeed with “active state involvement in market mechanisms” — but, while powers vary,
cities in countries such as the UK tend to lack powers in areas which would be considered
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basic at a national level, such as skills. Much of the new Inclusive Growth in cities agenda
reflects the argument and challenges made by those arguing more generally for devolution
of power to local areas. Yet this agenda suffered from significant problems. Devolution of
power to subnational areas is no guarantee of economic success (Pike et al., 2012). The IG
agenda is no less problematic. There are always concerns that cities or regions in areas
which have experienced significant growth tend to be the most unequal (Lee et al., 2016).
Affluent places tend to have more resources to address their social challenges, and it likely
in these places that the agenda will have most success. It is harder to see how the agenda
can succeed in low-growth cities or regions, without national intervention. In countries such
as the UK, these challenges are compounded by the significant reductions in public spending,
with this austerity policy disproportionately reducing funding for local government (Pike et al.,
2017). Cities have few powers to make growth Inclusive, and their funding is — in many cases
— falling.

Even if cities did have the powers to ‘drive’ growth, it would be hard for them to do so. When
the concept is used at a national level, central governments has a range of powers over these
two things. National government tends to have the major powers to shape the economy,
ranging from levers of the macroeconomy to demand side policy. Even with these powers,
growth is difficult. This problem is much worse at a local level. Cities already devote
considerable attention to achieving growth, whether it is inclusive or not. But the pursuit of
growth is often futile, as the impact of urban policy on city economies is inevitably marginal
compared to the impact of wider economic change (Champion and Townsend, 2011). The
processes of technological change and globalization which have probably contributed to the
uneven income distributions in many countries are global trends. While national government
can certainly mitigate against these trends, city governments tend to have fewer powers.
Many of the problems of poverty and inequality faced by cities are the result of national policy
(Lupton and Hughes, 2016). City governments cannot magic up economic growth, and they
will find it even harder to shape it.

6. Conclusion

There is now significant momentum around the Inclusive Growth in cities agenda. The
concept was initially popular in development, before spreading to countries and then cities in
the developed world. It has parallels with past attempts to reconcile growth and equity, such
as Pro-Poor Growth, in that it has come about at a time of austerity, with growing concerns
about inequality and political differences between cities and national governments. The
Inclusive Growth agenda is a long-overdue recognition that urban economic development
has tended to focus on growth, with little consideration of who benefits. It has drawn new
organisations into the debate on inequality, has mobilized new resources and has already
had an impact on policy. Perhaps most importantly, it may be shaping pre-existing policies in
a way which means they now consider distribution (Green et al., 2017), and it can do this
without the painful and difficult challenge of redistribution.
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Yet as the agenda becomes more mainstream in local economic development, it faces
significant challenges, not least that it overstates the extent to which city governments can
drive growth and shape its distribution, that policy frameworks are still developing, and that
the evidence base on ‘what works’ is poor. Inclusive Growth is a fuzzy concept, with the
benefits and potential costs that entails. Because it is so hard to disagree with the notion of
Inclusive Growth the danger is that it becomes a sort of placebo — helping policymakers feel
they are doing the right thing, but without leading to meaningful change. And as the Inclusive
Growth agenda gains in popularity, it does so in a challenging context. Local government is
experiencing long-term cuts in their budgets, with the austerity policies of central government
having a disproportionate impact on local government (Fitzgerald and Lupton, 2015; Pike et
al., 2016). The Inclusive Growth agenda is only a sticking plaster on these deep cuts.

But the Inclusive Growth agenda does not have to be perfect, it simply has to be better than
the alternatives. Given the political challenges faced by any form of redistribution, the
continued desire for growth and the public perception that reducing the national debt should
be a policy priority, it is hard to see what the alternatives are for urban policymakers who lack
the finance or powers to redistribute. In the end, success for Inclusive Growth as a policy
agenda may not be in the new policies and frameworks, but in the way existing programmes
and policies are reconfigured to consider distributional considerations (Green et al., 2017).
The Inclusive Growth agenda highlights the importance of distribution, and — in some
respects — the trade-offs necessary in policy making (OECD, 2014). Rather than a single,
focused policy initiative, it can better be understood as a wider agenda (Lupton & Hughes,
2016) It might be that this agenda causes policymakers to adapt existing policies, considering
their potential impact on low-income groups. In doing so, the fuzziness of the concept may
actually be helpful, as it is both politically acceptable and can be used by multiple agencies.
The precise definition of Inclusive Growth is fuzzy, but the overall goal is clear.

The challenge for the Inclusive Growth agenda is to prove that it is achieving change. Similar
policy agendas have offered the “allure of optimism and purpose” but led to relatively little
positive change (Cornwall and Brock, 2005: 1044), and early evidence suggests this may be
true of Inclusive Growth (Sissons et al., 2018). To do this, the frameworks which are being
developed need to be refined and developed. While these provide a useful strategic overview,
they need to be fleshed out with evidence on the actual interventions which help translate
intentions into outcomes. Initiatives such as the Inclusive Growth Analysis Unit have helped
to do this. But evaluation of policy takes time, and the benefits of the agenda may not be
apparent for some time. The challenge for proponents of the agenda is to maintain
momentum while refining concepts and developing realistic frameworks which work but doing
so without offering more than local policymakers can realistically achieve.
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