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Liverpool City
Counci |l 0s
Ol nvieesdr no
strategy

NThere I s no risk to the city
doing . . . We are trying to bring in more revenue and this

should make a profit of £200m over the next 25 years . . . what
we can do as a council is borrow at cheap rates and with that
money we can help regenerate a wide area of north Liverpool
as well as helping Everton. People have got to understand this

Il s a commercial deal to enabl
Anderson, Mayor of Liverpool, 2018)

Source: Wilson, P (2018) #dLiverpool mayor defendsTheGuawiguss A280m | oan to I
https://www.theguardian.com/footba 11/2018/jan/10/everton; Accessed: 29 August 2018
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Financialising City Statecraft and Infrastructure

‘Financlalising Oty Statecraft and Infrastructure axplores the crucial comnection
botweon globalised financlalflows and the infras tructure that provides the
scaffolding for urban davelo pment. By following the monay, the authors show the
Interaction of state and capital in shaping erban form and the vasven Impacts on
particular citios and groups within tham,*

Suzan 5. Falnstein, Harvard University, USA

Infrstructure systems provide the services we all rely upon for cur day-to-day lives,
Through new conceptual work and fresh empincal analysks, this book Investigates
how finandalization engages with dty govemance and Infrastructure provision,
Identifying Its wider and longer-term Implications for urban and reglonal

development, politics and policy,

Proposing a more pecple-orented approach to answerng the question of ‘What
kind of urban Infrastructure, and for whom?', this book addresses the struggles of
national and local governments to fund, finance and govern urban Infrastructure.

It develops new Ircights to explain the socklly and spatlally uneven mibxing of
managerial, entrepreneurial and financlalised city governance In austerity and limited
decentralisation across England, As urban Infrastructure fices for the London global
clity-reglon risk undermining national ‘rebalancing’ efforts In the UK, city statecraft

in the rest of the country Is having unexsily to combine speculation, dsk-taking and
prospective venturing with co-cedination, planning and regulation.

Thiz bock will be of Interest to researchers and scholars In the fields of business and
manageme nt, economlcs, geograply, planning, and political science, Its conclusions
will be valuable to polikcymakers and peactitioners in both the public and prvate
sectors seeking Insights into the Inte sections of financlalization, decentralization
and austerity In the UK, Europe and globally.

Andy Pike, Peter O'Brien, Tom Strickland and Graham Thrower are in the Centre
for Urban and Reglonal Development Studies (CURDS) at Newcastle University
and John Tomaney is In the Bartlett School of Planning in the Faculty of the Built

Environment at University College London, UK.
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Explaining the financialising of the local
state and Infrastructure

A Financialising infrastructure: from public good to asset class
A Managerial, entrepreneurial or financialised governance?

A Towards financialising city statecraft and infrastructureé
A 17 Colliding municipal and public with commercial and private

finance
A Il'i Continuing national government managerialism and control
A Il - Spatially biased infrastructure investment undermining

spatial rebalancing in the UK

A Conclusions



Financialising infrastructure: from public
good to asset classe

r

Infrastructure
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Defining financialisation

ACurrent fAspecial o episod
financialisationo Nexponenphanarmenad t
accelerationo rpaeasdree{s&rrnedlaly
financeo (Harved) 2015: 1

A Use values of the fixed capital locked in place in
Infrastructure transformed into exchange values
and rendered liquid, transactable and mobile by
Ancapitali zati ono (Harvey

Source: Harvey, D. (2015) Seventeen Contradictions and the End of Capitalism, Oxford University Press: Oxford; Harvey, D. (2012)
AThe urban roots of financial <«raips ¢ a:l irsdSosidlistrRapigtere4d8hle3s5 ci ty for




From public good to asset classé CURDS Etameste

A Essential services for A Attractive and less volatile
populations and businesses returns
relating to physical flows (i.e.
broadband, energy, transport)
or to social goods (education,
healthcare)

A Low sensitivity to swings in
business cycles and markets

_ _ A Inflation hedge
A Government as a direct client,

highly proximate to the
transaction (via economic A Low default rates
regulation) and/or guarantor

A Natural monopolies due to

A Long term and supporting high network characteristics, capital
leverage (debt) Intensity or government policy

A Stable and predictable cash A Generally low technological
flows risk

Source: Adapted from Inderst, G. (2010) f#Al nfrastr udBPapers, 15 4, 781104 asset cl assc



Top 20 o6gl obal infrastrCLLJJR%St NEwo e
ranked by infrastructure assets ($000s), 2017

assets

China Sovereign wealth  China 40,676,000 813,513,000

Investment fund

Corporation

Abu Dhabi Sovereign wealth  UAE 24,840,000 828,000,000 3.0
Investment fund

Authority

Canada Crown corporation Canada 18,234,800 237,802,000 1.7
Pension Plan

Investment

Board

National Public pension fund South Korea 16,020,200 498,004,000 3.2
Pension

Service

Ontario Private pension Canada 13,215,000 130,368,000 10.1
Teacher sfund

Pension Plan

I OMERS Public pension fund Canada 13,024,900 79,825,700 16.3
B APG Public pension fund Netherlands 12,850,500 514,021,000 2.5
Legal & Financial services UK 12,301,600 575,535,000 2.1
General company

EB cDPQ Crown corporation Canada 10,913,500 154,199,000 7.1
10 Australian Private pension Australia 8,617,230 81,245,200 10.6
- Super fund

Source: Adapted from IPE Real Assets (2017: 1)
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Public sector net investment, % of GDP, 1955/56-2017/18
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. . . . @3 Newcastle
Funding and financing practices CURDS '&@Unnerstty
e PDOId pDE c DI
Taxes and fees Special assessments; User fees and tolls; Other taxes
Established, ——
: Grants Extensive range of grant programmes at multiple levels
OTri ed a J J RS i
Debt finance General obligation bonds; Revenue bonds; Conduit
bonds
Tax incentives New market/historic/housing tax credits; Tax credit

bonds; Property tax relief; Enterprise Zones

Developer fees Impact fees; Infrastructure levies

Platforms for institutional investors Pension infrastructure platforms; State infrastructure
banks; Regional infrastructure companies; Real estate
investment trusts

Value capture mechanisms Tax increment financing; Special assessment districts;
Sales tax financing; Infrastructure financing districts;
Community facilities districts; Accelerated development

zones
Public private partnerships Private finance initiative; Build-(own)-operate-(transfer);
¥ Build-lease-transfer; Design-build-operate-transfer
Newer, Asset leverage and leasing Asset leasing; Institutional lease model; Local asset-
e mechanisms backed vehicles

~

Revolving infrastructure funds |l nfrastructure trusts,; nES




Managerial, entrepreneurial or
financialised governance?
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Managerial, entrepreneurial or CURDS &P Universiy
financialised governance?

Managerial Entrepreneurial Financialised

A Direct national and local A Privatisation, contracting-out A Financial institution and

state ownership, a n anarketisationo capital markets
management and engagement
planning A National and local state

6 h o | |-owitidisrgantling A National and local state-

A Nationalisation and t he Oo0moder n | nf makettintereldatians, a |
national state-regulated i deal 06 hybrid institutions
provision of public goods
I constructing the A Economic objectives, cost A Productivity and growth
Omoder n i nf r asréductioa priarityaconsumer objectives, fiscal
i deal 0 service provision localisation

A Economic and social A Public-private partnerships A New O6asset c
objectives in national return, maturity focus
Keynesian frame A Public funding of private

financing, user fees and A Securitisati

A National government debt captured mec|
funding and financing public commercial asset
through taxes, user fees, leverage, leasing,

grants and debt revolving funds
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The limits of existing frameworks

A Reaching the limits of archetypes and transformation
frameworksée @ nt r epreneuri al 6 (Har
O0f i nancAalbersi29d dads,s(ed Byma 2016)0 (
Ospecul ati veod o(aGosltdema nt y200 1( 1F
2012)...urbanisms and governance?

A Inconvenience of enduring managerialismé e s peci al
highly centralised political economies and variegations of
capitalism (e.g. UK, OO0OBri e

AChallenge to explain the fim
645) of mixing, hybridisingand nmutati ng u
governanceo (Peck and White
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The emergence of Ostat e

regional and urban studies | T Examples

A Bulpittian analyses of decentralised governance in England
(Ayres et al. 2017, Moran et al. 2018)

A fScalecrafto ( Fraser 2010: 332) as
(Pemberton and Searle 2016, Morphet 2017)

A Statecraft without Bulpitt: N fe@momic statecraft at the
muni ci padutz2@¥v 21 014224) and Anm
statecraft o beyobhaderngannd2016:1) a g

A Localised statecrafts: Mdlaguefiians t a t e &utz&2®1¥7:0
1233)



@5 Newcastle

CURDS + University
The emergence of Ostat e

regional and urban studies Il i Critique

A Selective use of B u | p appraachswith limited reference to
critiques and further elaboration

A Statecraft invoked but not specified, defined or situated in a
wider conceptual and theoretical framework

AUneven treatment of statecra
relational/networked geographies

A Partial recognition of the temporally and geographically
specific nature of statecraft conceptions and theorisations
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Towards city statecraft I

Aidt he art of city gover nme
state affairs and relationsé concerned with the
practice of government and governance, how state
authority and power is accumulated and deployed
by city government, and how the affairs of city
government are administered in relations with other
state, para-state and non-state actors at the
city/city-regional scale and with the national state
andsupra-nat i onal | nsdtal.20l® i or
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Towards city statecraft Ilé

A Handles complexity, contingency and differentiated
outcomes of governance in particular geographical and
temporal settings

A Analyses and explains messy agency of actors, their
Interests, inter-relations, and politics over space and time

A ldentifies actors in funding, financing and governing
cities and addresses what is being financialised by who,
where, when, how and why?



Sir Al bert Borebdbs nJdJaws

The Jaws of Doom - Budget pressures and grant reductions

R

i :cw< W 011 201394 0018 201916 X7 > £600m
0

—&— Grant Reductions —#— Budge! Pressures

Source: Birmingham City Council



| T Colliding municipal and public with commercial
and private finance

Municipal and public Commercial and private

Actors

Social relations

Objectives

Accountabilities

Frames of action

Geographies

oo Do Dodo I» Do Do

To o To Do o P>

National and local governments
and agencies
Politicians, officials

With publics

Public goods provision
Economic, social and
environmental welfare
Social and spatial equity and
distribution

Formal and legal to taxpayers
External creditors

Slow, stable, bureaucratic
Long-term and inter-generational
outlook

Low future discount rate, higher
present value of future cash flows
Risk-averse

Incremental innovation

Territorialised, immobile

A
A

A

To o ToDoe o I»

T

Financial institutions
Managers, specialists

With investors and capital markets

Returns on investment

Formal and legal for Plcs to
investors
Creditors

Fast, unstable, agile

Shorter-term outlook

High future discount rate, lower
present value of future cash flows
Risk-seeking

Innovative

De-territorialised, highly mobile



Local government total borrowing by source,
England (%), 2009/10-2015/16
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2014-15

2015-16

m Negotiable bonds

E Listed securities

other than bonds
m Banks

m Other financial

intermediaries
® Private non-financial

corporations



Local government total expenditure on fixed
assets, England (Em), 1997/98-2016/17*
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* 2017 prices. Includes: acquisition of land and existing buildings and works; new construction and conversion; vehicles, plant
equipment and machinery; and, intangible assets.
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2009-1

Source: CLG Local Government Financial Statistics, Various Years



Local government asset purchases = Newcastle
(>£40m), 2018

Local government Value (Em)

CURD S + University

Spelthorne Borough 380 Former BP Campus

Councill

Buckinghamshire County 180 Energy-from-waste plant

Council

Surrey Heath Borough 104 Town centre development

Councill and industrial park

Stockport Councill 80 Merseyway shopping
centre

Leeds City Council 45 Sovereign Square office

development

Eastleigh Borough Council 40 Agea Bowl cricket stadium



NA quirky
hazardous
corner of

British public

f1 nanceo

nNwWhile | ocal authorities ar
gaps in their budgets resulting from central government
funding cuts, they have simultaneously been

accumulating property assets across the country. Such

has been the buying spree that they are now a significant
force in the commercial property market. This is largely
thanks to cheap finance provided by an arm of the UK

Tr e as Blengen20X7: 1).



Il T Continuing national government
managerialism and control



